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What is the situation that LVMH faces? What about Tiffany & Co.?

By increasing Tiffany's margins and boosting sales, LVMH views the acquisition of Tiffany &
Co. as a calculated move to increase its market share in the luxury jewelry industry and spur
financial growth. By increasing Tiffany's operational effectiveness, maximizing marketing, and
utilizing its vast worldwide distribution network, LVMH thinks it can achieve huge synergies. It
is anticipated that these synergies will boost Tiffany's growth rate and profitability, particularly in
foreign regions where LVMH is well-established. Financially speaking, the acquisition gives
LVMH the chance to increase sales and margins, which might increase overall returns and firmly
establish the company's dominance in the luxury market.

What are LVMH’s strengths and weaknesses? What are the strengths and weaknesses of
Tiffany’s?

The financial strengths of LVMH include its wide range of premium brands, global reach in
more than 70 countries, and robust profitability, all of which work together to generate a
consistent flow of income and lower risk through diversification. However, it is susceptible to
shifting consumer tastes and economic downturns that may affect luxury expenditure due to its
reliance on the fashion and leather goods sectors. Conversely, Tiffany & Co. enjoys the benefits
of a well-known brand and a well-established international retail network, which generate steady
income and a devoted clientele. Its premium price points, strong emphasis on jewelry sales, and
brand image may make it difficult to draw in younger customers, which could hinder long-term
growth and market accessibility.

Is this a merger that makes sense?

Both LVMH and Tiffany & Co. stand to gain financially and strategically from this deal. By
purchasing Tiffany, LVMH will be able to increase its market share in the rapidly expanding
luxury jewelry industry, which has been underrepresented in comparison to its fashion and
leather goods divisions. Tiffany's well-known brand and dominant position in the US market
would enhance LVMH's jewelry range, boosting its competitiveness in North America and
expanding its global presence. The possibility of operational synergies, such as better margins,
more efficient marketing, and improved distribution, fits in nicely with LVMH's experience
growing luxury brands. Tiffany might modernize and reposition itself to appeal to younger
consumers and accelerate its growth trajectory by utilizing LVMH's worldwide infrastructure,



brand management expertise, and resources. In terms of money, the purchase might result in
substantial value, making it a logical strategic move for both parties.

What price is the price that LVMH should be willing to pay (opening bid and walkaway
price)? Hint: the company is likely to use the stand-alone valuation as the opening bid and
the merger valuation (with synergies) as the walkaway price.

For LVMH, the opening bid would ideally be based on the standalone valuation, as this reflects
Tiffany & Co.'s fair value without the additional benefits of synergies from a merger. Using the
standalone EV/EBITDA range, a fair starting point could be around the average standalone
valuation, approximately $75.95 per share. To start on the conservative end, LVMH might
consider an initial bid close to $75, aligning with Tiffany’s fair market value.

The walkaway price, however, would incorporate the anticipated synergies from the merger,
reflecting the additional value that LVMH expects to unlock. With the synergy-driven valuations
using EV/EBIT, LVMH’s walkaway price would be closer to the upper end of the range,
approximately $103.34 per share. This price reflects the maximum value LVMH might pay while
accounting for the potential benefits of improved growth rates and margins post-acquisition.
Therefore, LVMH’s price range for negotiation could start around $75 and extend up to $103 per
share.



Appendix

Figure 1. Valuation Results Summary

Figure 2. Football Field Results for Tiffany & Co.’s Valuation



Figure 3. DCF with Gordon Growth - Standalone



Figure 4. DCF with Gordon Growth - Merger



Figure 5. DCF with Exit Multiple - EV / EBITDA - Standalone



Figure 6. DCF with Exit Multiple - EV / EBITDA - Merger



Figure 7. DCF with Exit Multiple - EV / EBIT - Standalone



Figure 8. DCF with Exit Multiple - EV / EBIT - Merger



Figure 9. Comparable Companies Analysis

*Prada has been excluded from the calculation because of its multiples being outliers



Figure 10. WACC Calculations


