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21st October 2016 

Luxury & Consumer Goods 

Essilor Q3 LFL growth miss mainly due to North America 

Price EUR111.10 Fair Value EUR130 (+17%) BUY 
 

Bloomberg EF FP 
Reuters ESSI.PA 
12-month High / Low (EUR) 123.6 / 103.0 

Market Cap (EURm) 24,230 
Ev (BG Estimates) (EURm) 25,900 
Avg. 6m daily volume (000) 438.5 

3y EPS CAGR 10.1% 
 

 1 M 3 M 6 M 31/12/15 

Absolute perf. -3.8% -9.2% -0.6% -3.4% 

Consumer Gds -0.1% -0.8% -1.2% -2.4% 

DJ Stoxx 600 1.0% 1.0% -1.8% -5.9% 
 
YEnd Dec. (€m) 2015 2016e 2017e 2018e 

Sales  6,716 7,132 7,625 8,157 

% change  6.2% 6.9% 7.0% 

EBITDA 1,263 1,341 1,449 1,566 

EBIT 1,183 1,271 1,379 1,501 

% change  7.5% 8.5% 8.9% 

Net income 757.1 846.6 923.3 1,017 

% change  11.8% 9.1% 10.1% 
 

 2015 2016e 2017e 2018e 

Operating margin 17.6 17.8 18.1 18.4 

Net margin 11.3 11.9 12.1 12.5 

ROE 13.3 13.2 12.9 13.4 

ROCE 20.0 20.1 20.9 21.5 

Gearing 34.7 24.5 15.9 13.7 
 
(€) 2015 2016e 2017e 2018e 

EPS  3.57 3.96 4.32 4.76 

% change - 11.0% 9.1% 10.1% 

P/E 31.1x 28.1x 25.7x 23.4x 

FCF yield (%) 3.6% 3.9% 4.2% 4.4% 

Dividends (€) 1.15 1.30 3.15 4.15 

Div yield (%) 1.0% 1.2% 2.8% 3.7% 

EV/Sales 3.9x 3.6x 3.3x 3.1x 

EV/EBITDA 20.9x 19.3x 17.6x 16.2x 

EV/EBIT 22.3x 20.4x 18.4x 16.9x 
 

 

qqqq 

Q3 sales came in at EUR1,723m (+6.4%), just 1% shy of CS expectations at EUR1,738m. This was due 
to another miss by LFL growth at only 3.2% (CS: 4.4%) caused by a weaker-than-expected 
performance in North America and softness in some markets (Brazil, Turkey). These headwinds partly 
overshadowed the rebound in R&S (+6.9% vs. -5.8% in Q2). However, Essilor confirmed its objective 
to be as close as possible to FY targets (“around +4.5% LFL” / “above 8% FX-n”) implying a sharp 
acceleration in Q4. Conference call today at 10.00am (CET). 

ANALYSIS 

 Q3 sales grew 6.4% in reported terms (H1: +8.1%). LFL growth of 3.2% was bang in line with Q2, 
which was already marked by a weak performance in North America. The scope effect amounted 
to 4% (H1: +4%) and should remain high in Q4, especially with the consolidation of MyOptique 
Group that was acquired in August. FX had a less negative impact than in H1 (-0.9pp vs. -3pp). 

 Normalisation in Europe, several headwinds weighed on North America. Trends in Europe 
moderated to 3% after strong 4.6% growth in H1. This performance was driven by innovation 
(EyeZen) and the Instruments division, offsetting the slowdown in the UK and Central Europe. The 
modest sales increase in North America (1.5%) was again due to Transitions (“TOI”) that was 
affected by a cancelled order from one of its customers (~1-1.5pp impact on NA LFL growth) and 
some government supply programmes, but also by the slow relaunch of Coastal (online). 

 LatAm growth hampered by Brazil. Indeed, activity in Brazil decreased slightly in Q3 (vs. mid 
single-digit growth in H1) while momentum remained strong in Mexico (>30%), Colombia and 
Central America. Sales in the AMEA region increased by 6.6% (H1: +8.7%) driven by India, S-K and 
China, partly offset by weak trends in the Middle-East and Turkey. 

 Recovery in the Sunwear division: +6.9% vs. -3.9% in H1, on top of a demanding comparison base 
(Q3 15: +9.9%). After a weak Q2 (-5.8%), weather conditions across Europe and the US were 
clearly more favourable in Q3 than over the previous quarter, while Bolon (China) is rebounding 
gradually after a difficult start to the year because of the implementation of the new ARTEMIS 
dealer fulfilment system at Bolon (China). 

LFL Quarterly Sales (%): 
% change Q1 15 Q2 15 Q3 15 Q1 16 Q2 16 Q3 16 CS * 

North America 4.5 3.7 4.4 4.7 1.5 1.3 2.5 
Europe 2.5 5.0 4.0 4.7 4.5 3.0 3.7 
Asia-Pacific & MEA 5.6 5.2 5.9 8.9 8.5 6.6 8.6 
Latin America 10.0 10.5 7.4 9.0 11.4 4.5 10.0 
Lenses & Optical Instruments 4.4 4.9 4.8 5.7 4.4 2.9 4.5 
Equipment -2.1 -7.1 -6.4 3.5 4.3 5.4 3.0 
Readers & Sun 1.8 3.2 9.9 -1.5 -5.8 6.9 2.8 
Total group 4.0 4.4 4.8 5.0 3.2 3.2 4.4 
* Consensus median                                                                                                                                                                Source: Company Data 

 What to expect by the end of the year? Despite this new LFL growth miss, EI confirmed its 
ambition to be as close as possible to its FY guidance (“around +4.5%”) thanks to several initiatives 
in Q4. Prior to this publication we believe the CS had already anticipated that 2016 LFL growth 
(4.2-4.3%e / BG: +4.2%) would be slightly below the guidance of “around 4.5%”, but these 
forecasts now imply at least 5% growth in Q4. We assume that the CS would now adjust to 3.8-
3.9%, representing a 4% LFL growth in Q4, which is a less challenging performance given the mixed 
macro environment and ongoing headwinds in North America. 

VALUATION 

 Despite the recent share price correction, we expect the share to be under pressure today in light 
of a prospective downward revision to consensus figures as mentioned above. As is often the case 
for Essilor, any weakness represents an attractive entry point to play the group’s structural drivers 
and improving momentum in Q4. At 18.5x 2017e EV/EBIT, the stock trades at a 10% premium to 
its 2004-16 average. 

NEXT CATALYSTS: Conference call today at 10.00am (CET). Click here to download document 
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Bryan Garnier stock rating system 
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows: 

Stock rating 

BUY 
Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a 

recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of 

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 

will feature an introduction outlining the key reasons behind the opinion. 

NEUTRAL 
Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to 

be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary 

event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key 

reasons behind the opinion. 

SELL 
Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a 

recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of 

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 

will feature an introduction outlining the key reasons behind the opinion. 

Distribution of stock ratings  

  

BUY ratings 56,7% NEUTRAL ratings 31,2% SELL ratings  12,1% 

Research Disclosure Legend 

1 Bryan Garnier  shareholding 
in Issuer 

Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a 
shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company 
that is the subject of this Report (the “Issuer”). 

No 

2 Issuer shareholding in Bryan 
Garnier 

The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members 
of the Bryan Garnier Group. 

No 

3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are 
significant in relation to this report 

No 

4 Market maker or liquidity 
provider 

A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or 
in any related derivatives. 

No 

5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager 
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives. 

No 

6 Investment banking 
agreement 

A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the 
Issuer relating to the provision of investment banking services, or has in that period received payment or been 
promised payment in respect of such services. 

No 

7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of 
this Report. 

No 

8 Analyst receipt or purchase 
of shares in Issuer 

The investment analyst or another person involved in the preparation of this Report has received or purchased 
shares of the Issuer prior to a public offering of those shares. 

No 

9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied 
to investment banking transactions performed by the Bryan Garnier Group. 

No 

10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing 
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate 
finance services from the Issuer in the next six months. 

No 

11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the 
securities or derivatives of the Issuer. 

No 

12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the 
securities or derivatives of the Issuer. 

No 

13 Bryan Garnier executive is 
an officer 

A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s 
household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or 
subsidiaries.  The name of such person or persons is disclosed above. 

No 

14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the research, nor the timing of the publication of 
the research has been influenced by any knowledge of clients positions and that the views expressed in the 
report accurately reflect his/her personal views about the investment and issuer to which the report relates and 
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in the report. 

Yes 

15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, 
price target/spread and summary of conclusions removed). 

No 

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com 
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Important information  

This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and arrangements required 
for investment research as set out in the FCA’s Conduct of Business Sourcebook. 
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The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the accuracy of 
which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or warranty is given or 
should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law neither the Firm nor any associated 
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