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Summary

LVMH is the world’s largest luxury conglomerate, owning renowned luxury brands like Christian Dior, Givenchy, 
Louis Vuitton, Tag Heuer, Bulgari, Fendi, and Moët & Chandon. LVMH’s products are an expression of creativity 
and timelessness.

LVMH came to be in 1987 when Louis Vuitton merged with Moët Hennessy in a $4 billion deal. The company is 
headquartered in Paris, France. Many of its brands and companies have a long and storied history: Moët & 
Chandon began in 1743, Hennessy in 1765, and Louis Vuitton in 1854.

Company History

Louis Vuitton:

1854: The Louis Vuitton label was founded in Paris by its namesake designer, who had previously worked as a 
trunk maker and packer.

1858: Vuitton rose to prominence through his flat-bottom trunks with Trianon canvas, making them lightweight 
and airtight. Before this, rounded-top trunks were used, generally to promote water runoff, and thus could not be 
stacked. 

1892: Louis Vuitton died, and the company’s management was passed to his son Georges Vuitton who began to 
build the company into a worldwide corporation.

1945-1985: During this period, Louis Vuitton began to incorporate leather into most of its products. LV also 
expanded its operations to Asia which helped them increase their distribution reach and global market share.

 Moët Hennessy:

1971: Moët Hennessy was formed through the merger of champagne producer Moët & Chandon (founded in 
1743) and the cognac producer Hennessy (founded in 1765). 
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The merger of Moët and Hennessy was brought about mainly as a result of a 1927 statute that limited the 
Champagne growing region to 34,000 hectares. This statute intended to protect the quality of French 
champagne by discouraging price competition. The diversification offered by the merger would ensure a 
stable future for Moët.

1973: It opened the Domaine Chandon winery in Napa Valley, California, a location that proved ideal for the 
production of sparkling wines which enabled MH to expand in one of its most important foreign markets.

LVMH

1987: A $4 billion merger was effected between Louis Vuitton with Moët Hennessy allowing Louis Vuitton to 
expand its investments in the luxury business while saving Moët Hennessy from the threat of a hostile takeover.

At the time, Moët Hennessy was led by Alain Chevalier, an experienced manager who had been hired to run 
Moët, led the merger with Hennessy by convincing the two families that a joint distribution network would be 
more profitable. He quickly saw the potential of the Asian market and turned Hennessy into a top-selling 
cognac brand. 

Louis Vuitton was headed by the 76-year-old Henry Racamier who had taken over management in 1977 
when the company had 100 employees, two stores, and some $14 million in sales. The clientele grew 
immensely in the 1960s and 1970s and expanded internationally. By 1987, it had reached 135 stores, 2500 
employees, and nearly a billion dollars in sales.

At this time of the merger, Moët Hennessy was 3x the size of Louis Vuitton. Chevalier headed LVMH while 
Racamier remained in charge of Vuitton. Differences in perception and approaches in leadership led to 
significant friction and challenges. 

 “They saw the merger as an absorption. We saw it as a marriage of equals. For us, maintaining 
autonomy was very important”
Racamier: 

Bernard Arnault first started buying the stock of LVMH soon after the crash of October 1987 when the stock 
was down 40%. 

1987 to 1990: When Chevalier sought help in the fight against Racamier for control of the company, Racamier 
went to find his own ally in Arnault, who he designated as his preferred successor. Through an intriguing series of 
events, Arnault switched sides and ended up acquiring a major stake in LVMH, taking out Chevalier and Racamier 
in the process. Racamier sold the Vuitton family’s shares in LVMH and left the company. 

1995: Arnault  which went on to become a bestseller.gifted Princess Diana a Dior bag

1997: LVMH acquired Sephora for $267 million: “Sephora is the country’s biggest perfumery chain in terms of 
volume… and has proved to be among the world’s most innovative beauty retailers.” -  WWD (1997)

1999 - 2001: LVMH tried to buy Gucci by slowly accumulating a 34% stake in the company. Gucci was not 
receptive to this idea and invited a rival, Pinault Printemps-Redoute (predecessor of Kering Group, one of LVMH’s 
main competitors) to save it. PPR gained a majority stake in Gucci and forced Arnault to sell his stock. 

2010: LVMH launched an attempted takeover of Hermès that also failed but was  for 
LVMH.

significantly profitable

2011: The Italian jewelry brand  was acquired by LVMH. The Bulgari family sold their controlling stake to 
LVMH in an all-share deal for $6.01 billion in exchange for 3% of LVMH.

Bulgari

2017: Gained ownership of  haute couture, leather, men's and women's ready-to-wear, and 
footwear lines, integrating the entire Christian Dior brand within the group.

Christian Dior

2020: LVMH acquired . The deal was expected to close by June 2020, however LVMH attempted to 
back out of the deal due to the way Tiffany’s handled the COVID-19 pandemic. Tiffany’s initiated legal 
proceedings against LVMH which led the parties to agree to a renegotiated deal: LVMH acquired all of Tiffany’s 
shares for $16 billion, a discount of 2.6% to the initially agreed price.

Tiffany & Co
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Business Model

LVMH is the world’s largest luxury conglomerate. It owns and operates a stable of renowned luxury brands in the 
fashion, retail, cosmetics and jewelry markets. 

The group facilitates the development of its brands by providing all the resources required to design, produce 
and market products and services and pays very careful attention to detail to deliver the highest quality and 
excellence in its products and services.

  

  

(Source: )2021 Key Figures / Letter to Shareholders

The Group comprises of 75 Maisons (or Houses) operating in six different sectors. LVMH is an ecosystem of 
Maisons that are independently managed: 

“LVMH's vocation is to ensure the development of each of its Maisons while respecting their identity and 
autonomy, providing all the resources they need to design, produce, and market products and services 
defined by excellence and the highest quality” -  LVMH

These Maisons are split up into the various business segments as follows:

Fashion & Leather goods: Comprises 14 Houses which include Loewe (established 1846), Moynat (1849), 
Louis Vuitton (1854), Berluti (1895), Rimowa (1898), Patou (1914), Loro Piana (1924), Fendi (1925), Celine 
(1945), Christian Dior (1947), Emilio Pucci (1947), Givenchy (1952), Kenzo (1970), and Marc Jacobs (1984).

Wines & spirits: This segment comprises 25 Houses and some renowned brands include Moët & Chandon, 
Krug, Veuve Clicquot, Hennessy, and Château d’Yquem. This collection of rare brands of wines and spirits is 
overseen by Moët Hennessy. Most of these Houses are located in Champagne, Bordeaux, Burgundy, or other 
famous wine-growing regions. 

Perfumes & Cosmetics: Comprised of 15 Houses. The core brands are Christian Dior, Guerlain, Givenchy, 
and Kenzo. The other brands that the group owns include Benefit, Fresh, Acqua di Parma, Perfumes Loewe, 
Make Up For Ever, Maison Francis Kurkdjian, Fenty Beauty by Rihanna, and Officine Universelle Buly.

Watches & Jewelry: This category comprises 8 Houses that operate under two segments; jewelry and 
watchmaking. Brands in the jewelry segment include Tiffany, Bulgari, Chaumet, Fred, and Repossi. In 
watchmaking, there is TAG Heuer, Hublot, and Zenith.

Selective Retailing: Provides customers with a unique shopping experience and comprises 5 Houses namely; 
Sephora, Le Bon Marché Rive Gauche, DFS, La Grande Épicerie de Paris, and StarBoard Cruise Services. 

Other activities: Comprised of 10 Houses whose objective is to bring together people with a shared passion 
for arts, culture, and lifestyle: Cova, Royal Van Lent, Jardin D’Acclimatation, Groupe Les Echos, Le Parisien, 
Cheval Blanc, Connaissance des Arts, Investir, Belmond, and Radio Classique. In this category, they have a 
magazine for art, a general news media brand, radio, a financial news media outlet, leisure park, hotels, 
recreational facilities, luxury travel experiences to most sought-after destinations, yacht building, and a 
weekly financial publication.
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The group operates a unique and innovative business model built on six pillars:

Vertical integration: The Group has complete control over its production and distribution channels. To 
preserve the history and culture of its products, the company manufactures the top luxury products in places 
of origin.

Decentralization: Each brand operates autonomously and is allowed to maintain its own identity. This 
promotes efficiency, responsiveness, and creativity.

Organic growth: In order to nurture long-term organic growth, The Group invests heavily in product 
innovations and its creative teams. It also invests in initiatives around art which led to the introduction of 
innovative startups like Fenty by Rihanna, and the establishment of the LVMH Prize which discovers and 
encourages young designers. 

Creating synergies: Sharing of resources across the various segments promotes efficiency and leverages the 
strength of The Group to benefit each brand. 

Sustaining savoir-faire: The Story Behind ME series features the people behind LVMH’s iconic products in a 
bid to show that the products have a soul and establish a human connection. The Institute of Métiers 
d’Excellence LVMH (IME) offers vocational training that passes on the skills, craftsmanship, and savoir-faire 
to the younger generations to enhance their employability. They also recognize the talents’ unique 
contributions to The Group and celebrate them.

Balance across business segments and geographies: The Group has created a balanced international 
portfolio through strategic acquisitions of luxury brands both in France and in other geographies. Its risk is 
diversified across the various brands and geographies.

LVMH’s secret sauce is exhibited in the following ways: 

Management of the business: The management is pessimistic in the short-term and optimistic long-term. 
The business is run with the view that it could collapse anytime which gives them a better perspective on 
investments, hiring, and acquisitions. 
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“To be really good long-term, even if the company is successful, it should be managed as if it could go 
under within the next 12 months.” -  Bernard Arnault

High-quality products: They do not develop products based on what the customer wants, they create a 
product so good that the customers want it. 

Premium pricing: Even though their products are expensive, the company manages to convince customers 
to look at the product as if they are buying into their dreams. It is able to price its items at a premium, give 
consumers products with superior quality, prestige, and exclusivity, and invest in rapid innovation and high 
customer service. Unsold Louis Vuitton bags are often burnt to help retain their exclusivity. 

Strong customer bonds: They have managed to develop strong long-term customer relationships which 
creates loyalty. They give extensive loyalty programs and an opportunity to be part of an exclusive club. 

The target market is high-income consumers with large amounts of disposable income who have a higher 
propensity to buy aspirational goods. Customer sensitivity to price increment is low and consumers stay 
brand loyal.

Distribution channels and partnerships: The products are distributed through stand-alone boutique stores, 
departmental stores, and e-commerce channels. Even when distributing through e-commerce, LVMH brands 
maintain their uniqueness and exclusivity. They also build great partnerships with key designers and build a 
brand around them.

Economics

Key Metrics:

  

(Source: Company reports)

Revenue and profitability: 

Revenue: Most of LVMH’s revenue is derived from “retail sales within the Group’s store network (including 
e‑commerce websites) and wholesale sales through agents and distributors” 
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Revenue by segment: Fashion & Leather Goods segments contributed the highest percentage towards the 
Group revenue in 2021, followed by Selective Retailing & Other activities. 

Geographical spread: Overall, most of the revenues come from Asia (42%), Europe (26% and the US (26%):

  

  

(Source: )LVMH

Segment Analysis: We analyze each segment’s revenues and profitability individually using 2021 figures: 
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(Source: )Annual Report

Fashion and Leather Goods: This is the largest segment, bringing in 48% of revenues and operating margins 
of 42% in 2021. 38% of this segment’s revenues are from the US. 

Wines & spirits: This segment contributed 9.3% of revenue and 10.8% to net profit in 2021. At 31.2% 
operating margins, it is the second most efficient segment in returning operating profit per every invested 
dollar after Fashion and Leather goods.

Perfumes & Cosmetics: The lightest business in terms of assets, it recorded an operating margin and 
revenue contribution of 10.3% in both cases. 

Watches & Jewellery: This segment has the second largest asset base and is the least indebted. It 
contributed 13.9% to revenue and had an operating margin of 18.7%. 

Selective retailing and other activities: This segment had an operating margin of 4.5% and accounted for 
18.3% of revenue in 2021. 

Cash Flow:

  

Stock Performance vs. Benchmark (since inception)

LVMH (EPA: MC) against the CAC 40
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Competitive Position

Competition and Industry: 

The luxury goods market recovered well from the effects of the pandemic to reach  in value in 2021. 
The industry is expected to grow at a  CAGR over the next half-decade. Much of this growth is being driven 
by increased household wealth levels. 

€288 billion
4.6%

The increasing relevance of direct-to-consumer channels, the importance of sustainability, shifting market 
demographics, and the rise of digital assets will all play an increasingly significant role in the growth of the luxury 
industry. 

Within a few years, Millennials and Gen Z will be the dominant market for luxury goods, and the players in this 
space will have to produce high-quality and engaging content. This cohort places greater value on experiences 
relative to past generations, and needs to be entertained by a brand in order for that brand to be relevant to 
them. Luxury brands are therefore increasing their presence online as the market continues to shift more 
towards e-commerce. 

Some of LVMH's competitors include Kering, Richemont, Calvin Klein, Chanel, and Burberry: 

Kering: It is a global luxury Group based in Paris operating a house of brands including Gucci, Balenciaga, 
Yves Saint Laurent, Brioni, Bottega Veneta, and Alexander McQueen. The Group was created in 1963 but the 
history of some of its brands dates back to 1858. 

Richemont: A luxury goods Group based in Switzerland and its origins can be traced back to the 
establishment of the Rembrandt Group in 1940. Richemont is the parent company of a number of luxury 
jewelry and watchmaking brands including Cartier and IWC Schaffhausen.
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  Richemont Portfolio

Calvin Klein: A global lifestyle brand founded in 1968. It's based in New York and was acquired by PVH Corp 
in 2003. PVH's portfolio includes , , , , , , , 
and  

Calvin Klein TOMMY HILFIGER Van Heusen IZOD ARROW Warner's Olga
True&Co.

Chanel: A French fashion house founded by Gabrielle “Coco” Chanel in 1910. Coco started off selling ladies’ 
hats in 1910, moved to sportswear in 1912, and in 1930 she designed her first Haute Couture Collection. After 
that, the brand grew to include jewelry, watches, skincare products, eyewear, makeup and fragrance. 

Burberry: A British luxury fashion house founded in 1856 by Thomas Burberry. Its headquartered in London 
and is listed on the London Stock Exchange. A number of his pieces have been worn on notable expeditions 
and explorations e.g. Norwegian polar explorer, zoologist and recipient of the Nobel Peace Prize, Dr Fridtjof 
Nansen wore a Burberry gabardine coat to the Artic Circle.

  

Competitive advantages: 

Strong brand recognition: LVMH and its brands have been offering iconic, traditional and timeless products 
since 1593 and are some of the most celebrated and memorable brands in the world. 

A culture of care, innovation, and creativity: LVMH’s performance and long-term success can be attributed to 
three fundamental values; creativity & innovation, delivering excellence, and cultivating an entrepreneurial spirit. 
Products and services are characterized by unique craftsmanship, unwavering modernity, and a carefully 
preserved heritage. 
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Elite distribution: Its distribution model focuses on three pillars - Precise, Preemptive, and Perpetual. This 
means being precisely where the consumer is, with the right product, at the right time. To achieve this, the 
company focuses on opening stores in major cities and highly developed commercial areas and offers a wide 
range of product lines to its customers, often tailored to the different demographics in each region.

Status symbols and quality: LVMH products are high-cost and high-value, with customers willing to pay sticker 
price as these products are a seen as a status symbol and a fulfillment of their dreams. LVMH pays special 
attention to the quality of the material, the designs, and the make of the products to meet customers' 
expectations. It exclusively targets elite and upper-middle-class customers.

Non-concentrated businesses: LVMH has a wide geographic spread and none of its business segments have an 
oversized importance. This balance means that they are well-positioned to withstand the impact of shifting 
economic factors.

M&A: This has been a consistently well-executed approach for expanding LVMH’s business into new areas. 
LVMH are not shy about making approaches to rivals. They typically acquire already-existing stores and brands 
and use them as distribution channels to reach a wider audience. 

  

(Source: )FT

Risks and Challenges:

Counterfeit goods: The rise of fake imitations hurts brand sales. The rise of e-commerce channels in Asian 
markets such as Alibaba has helped in the distribution of fake imitations. The company therefore loses some 
sales to cheaper fake items. 

Changing consumer preferences: Consumers are experiencing brand fatigue: increasingly, the brand itself is not 
as important as its values, particularly where the environment and sustainability is concerned. Failure to shift in 
the direction of the consumer’s changing preferences may pose a risk to the business. 

A narrow customer base: LVMH has the flaw of having a small niche of customers, who are mostly the elite and 
the wealthy who want to stand out and make a statement, along with many other luxury companies in the 
premium luxury category. Anything that impacts the size or financial standing of this cohort (such as a financial 
crisis or aggressive tax increases) would have a significant negative effect on LVMH’s business.

The corporate raider image: The fact that Arnault took over LVMH through a takeover bid creates anxiety in 
competitors. Most of his acquisitions have been aggressive and that creates this image of a corporate raider to 
be feared and not to work with. This poses a challenge as potential acquisitions may put up resistance, such as 
LVMH’s attempted acquisition of Hermès in 2010, which prompted a . The 
acquisition never went through. 

colorful response from the CEO

Succession risks: Bernard Arnault is the group’s chairman and CEO and has been the master artist behind the 
painting that is LVMH. He has recently signaled he is ready to  and the more he 
stays around, the more people wonder who is going to replace him and when he is to leave. What happens after 
he leaves? Which of his 5 kids will take over and will it be a choice that is received well by the others?

extend his tenure to 80 years
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Former LVMH Exec Pauline 
Brown on Building Better 
Brands

Podcast Pauline Brown, the former chairman of North 
America for LVMH offers insights into the 
performance of luxury brands in a changing retail 
landscape, and shares her experiences in 
overseeing LVMH's portfolio of luxury brands in 
the US market. 



He Bought Louis Vuitton and 
turned LVMH into an Empire

Video How Bernard’s brutal takeover strategy led to the 
creation of the LVMH empire.



The Rise of Bernard Arnault Article A look at Bernard’s rise to head the LVMH, French 
luxury conglomerate.



Bernard Arnault: Empire Builder Article How Bernard built an empire through controlling 
quality of products and the image of the 
company.



Bernard Arnault | Full Q&A Video  

Title Type What You Will Learn (sub-140 characters) URL (Must be https://)
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