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Company data 

ISIN number IT0005257347

Bloomberg code CULT IM

Reuters code CULT.MI

Industry Household & personal products

Stock market AIM Italia

Share Price (€) 5.70

Date of Price

Shares Outstanding (m) 3.1

Market Cap (€m) 17.6

Market Float (%) 28.0%

Daily Volume 4,500

Avg Daily Volume YTD 3,133

Target Price (€) 6.88

Upside (%) 21%

Recommendation OUTPERFORM

13/10/2020

 
 

Share price performance 

1M 3M 1Y

Culti Milano - Absolute (%) 19% 27% 128%

FTSE AIM Italia (%) -1% -4% -14%

1Y Range H/L (€) 5.70 2.48

YTD Change (€)/% -1.50 36%  
Source: S&P Capital IQ 
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H1 2020 with rewarding performance and share price 

jump, focus on Asia and skincare 
 

Current trading: stock price beyond our target, outperforming AIM Italia index  

Culti Milano share price gained over 120% over last 12 months, outperforming the 

AIM Italia index, which in the same period decreased by 14%. The current stock 

price of €5.70 is 38% over our previous target price of €4.12. 

 

H1 2020 sales +25%, driven by skincare addition to product portfolio 

H1 2020 consolidated sales were €4.5m, +25% on H1 2019, confirming 

international sales exposure of over 60%. Total revenues were €4.9m, + 31% on 

H1 2019. Profitability improved with EBITDA reaching €0.6m (13% margin). Net 

income unchanged at breakeven. Trade working capital was €4.3m, vs. €2.6m in 

FY19, partially due to an increase in inventory and trade receivables from the 

newly acquired Scent Company. Net cash was €0.4m, from €1.7m in FY19, for 

investments and working capital uses.  

 

Business update: acquisition of Scent Company, international expansion, 

continuing R&D in skincare, dividend distribution confirmed  

- Acquisition of 51% of Scent Company, Italian producer of fragrances providing 

olfactory branding services. Pro-forma consolidated H1 2020 revenues, assuming 

the acquisition since January 2020, would be €6.4m and EBITDA €1m, 16% margin. 

- Joint Venture with Vitel International Hong Kong, a distributor of cosmetics and 

perfumes in China, Hong Kong and Taiwan  

- Wholesale segment expanded in Ukraine, Kuwait and Kazakhstan  

- Launch of Bakel e-commerce platform 

- R&D for Bakel cosmetics through new 3D technologies covered by patents 

- Dividend distribution confirmed at €0.08 per share due on October 21st, 2020 

 

Target Price €6.88 per share (from €4.12), OUTPERFORM rating (from NEUTRAL) 

The recent acquisitions are diversifying the business mix and further expanding 

the group potential. However, Covid-19 challenges on consumption are still 

persisting. In such a scenario, we opt to stay conservative and maintain our prior 

estimates. Our updated valuation through DCF and market multiples yields a 

target price of €6.88 per share, from €4.12 of our prior note, implying a 21% 

upside potential on Culti’s stock price at €5.70. We assign an OUTPERFORM rating 

on the stock (from NEUTRAL). 

 

Key financials and estimates 

€m 2017A 2018A 2019A 2020E 2021E 2022E

Revenues 6.2 7.0 8.8 10.2 11.0 12.7

EBITDA 1.1 0.7 1.4 1.5 1.6 1.9

Margin 18% 10% 15% 15% 15% 15%

EBIT 0.6 (0.2) 0.6 0.8 0.9 1.2

Margin 10% -3% 7% 8% 8% 10%

Net Income (Loss) 0.4 (0.2) 0.3 0.5 0.6 0.9

Trade Working Capital 1.6 2.0 2.6 2.9 3.1 3.1

Net (Debt) Cash 3.9 3.0 1.7 2.2 3.0 4.2

Equity 8.7 8.3 8.5 8.8 9.5 10.3  
Source: Company data 2017-19A; EnVent Research 2020-22E - Note: since 2019 consolidated figures 
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 Market update: outperformance 

  

 Culti Milano - 1Y Share price performance and trading volumes 

 

Culti Milano shares in the last 12 

months traded in the range 

€2.48-5.70, with beginning price 

at €2.50 and ending at €5.70, 

128% increase  

 

In the same period the AIM Italia 

Index decreased by 14% 
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 Source: EnVent Research on S&P Capital IQ - Note: 14/10/2019=100  

  

 Italian premium fashion stocks - 1Y Market performance 

 

 

 

 

Culti outperforming Italian 

premium fashion companies 

(details in Annex) 
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 Italian premium fashion stocks - Regression analysis and Culti target positioning 
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 H1 2020: sales +25%, driven by skincare addition to product 

portfolio 

  

Sales by geography, H1 2020 

Europe
19%

Italy
38%

Asia
24%

Middle East
1%

USA and RoW
18%

 
Source: Company data 

 

 

H1 2020 consolidated sales, which factor in Bakel acquisition but do not include the 

newly acquired Scent Company, were €4.5m, +25% on H1 2019, made by over 60% 

of international sales. Revenues were €4.5m, +31% on H1 2019. Profitability 

improved with adjusted EBITDA reaching €0.6m (13% margin). EBITDA was €0.5m 

(11% margin), vs. €0.3m (9% margin) in H1 2019. EBIT and net income unchanged, 

respectively at €0.1m and breakeven. 

On the balance sheet side, trade working capital as of June 2020 was €4.3m, vs. 

€2.6m at year-end 2019, partially due to an increase in inventory and trade 

receivables from the newly acquired Scent Company. Net cash decreased from 

€1.7m in FY19 to €0.4m as of June 2020, for investments and working capital uses. 

 

Pro-forma consolidated H1 2020 financial results including the acquisition of Scent 

Company indicate revenues of €6.4m and EBITDA of €1m, 16% margin. 

  

 Consolidated Profit and Loss 

 

 

 

 

 

 

€m H1 2019A H1 2020A

Sales 3.6 4.5

Change in inventory 0.1 0.4

Other income 0.0 0.0

Total Revenues 3.7 4.9

YoY % 21.0% 31.4%

Materials (0.8) (1.1)

Services (1.5) (1.9)

Personnel (0.7) (0.9)

Other operating costs (0.5) (0.5)

EBITDA 0.3 0.5

Margin 9.3% 10.5%

D&A (0.3) (0.4)

EBIT 0.1 0.1

Margin 1.7% 2.4%

EBT 0.1 0.1

Margin 1.7% 2.1%

Income taxes (0.0) (0.1)

Net Income (Loss) 0.0 0.0

Margin 0.7% 0.5%  

 Source: Company data 
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 Consolidated Balance Sheet 

 

 

 

€m H1 2019A 2019A H1 2020A

Inventory 2.0 2.2 3.8

Trade receivables 1.1 2.0 3.0

Trade payables (1.1) (1.5) (2.5)

Trade Working Capital 2.0 2.6 4.3

Intercompany receivables (payables) (0.0) (0.2) (0.5)

Other assets (liabilities) 0.1 (0.2) (0.9)

Net Working Capital 2.0 2.2 2.9

Intangible assets 2.9 4.6 5.6

Other non-current assets 0.4 0.4 0.4

Non-current assets 3.3 5.1 6.1

Provisions (0.3) (0.5) (0.6)

Net Invested Capital 5.0 6.8 8.4

Net Debt (Cash) (3.0) (1.7) (0.4)

Equity 8.0 8.5 8.8

Sources 5.0 6.8 8.4
 

 Source: Company data 

  

 Consolidated Cash Flow 

 €m H1 2019A H1 2020A

EBIT 0.1 0.1

Current taxes (0.0) (0.1)

D&A 0.3 0.4

Provisions 0.0 0.1

Cash flow from P&L operations 0.4 0.5

Trade Working Capital 0.0 (1.7)

Intercompany receivables and payables 0.0 0.3

Other assets and liabilities (0.1) 0.7

Capex (0.1) (1.4)

Operating cash flow after working capital and capex 0.3 (1.5)

Dividends (0.2) 0.2

Capex - IPO cost 0.0 0.0

Net cash flow 0.0 (1.3)

Net (Debt) Cash - Beginning 3.0 1.7

Net (Debt) Cash - End 3.0 0.4

Change in Net (Debt) Cash 0.0 (1.3)  

 Source: Company data 

  

 Ratio analysis 

 KPIs H1 2019A H1 2020A

ROE 1% 4%

ROS (EBIT/Sales) 2% 3%

ROIC (NOPAT/Invested Capital) 1% 1%

DOI 101 153

DSO 45 97

DPO 211 339

TWC/Sales 28% 43%

Cash flow from P&L operations / EBITDA 103% 105%

FCF / EBITDA 80% neg.  

 Source: Company data - Note: H1 KPIs calculated on LTM economics 
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 M&A: second acquisition in a year, Scent Company 

  

 In H1 2020 Culti acquired 51% of Scent Company Srl, an Italian producer of 

fragrances providing olfactory branding services. In 2019, the acquired company 

reported revenues of €3.4m with EBITDA margin of 13%. 

The deal consideration was €1.8m, based on the target company valuation at €3.4m 

(1.0x EV/Revenues). The remaining 49% stake is subject to a put&call option to be 

exercised in 3 years. Scent closed its H1 2020 with revenues of €1.8m, of which 40% 

from international sales. 

  

  

 Business update: international expansion, R&D in the skincare 

segment, dividend distribution confirmed 

  

 

Culti Milano goes to China 

 

 

 

 

 

 

 

 

 

Dividends distribution at €0.08 

per share  

- Joint Venture with Vitel International Hong Kong, a distributor of cosmetics and 

perfumes in China, Hong Kong and Taiwan. The Newco Culti Milano Asia will 

consolidate and expand Culti business into the Asian market. Culti will own 60% of 

the Newco. 

- International wholesale segment expanded with 8 partners in Ukraine, one in 

Kuwait and a wholesale agreement with a Kazakhstan retailer 

- Focus on the department store and pharmacy channels 

- Launch of Bakel e-commerce platform and ongoing development of Bakel brand 

awareness 

- R&D through Bakel which registered five new patents to produce the first 3D 

cosmetics, a new product line which will improve the injection of active principles in 

the skin. The project will start in 2021. 

- Dividend distribution confirmed at €0.08 per share on October, 21st 2020 

  

  

 Financial projections 

  

 We consider the Culti Milano updated financials and period facts consistent with 

our expectation of mid-term performance after IPO. 

Covid-19 impacted mostly the retail segment, given the more than two months of 

lockdown. According to Management, sales after lockdowns have returned to a 

normal level, in line with last year. Assuming the consolidation of Scent Company 

from January, 1st 2020, H1 2020 pro-forma consolidated revenues would have been 

€6.4m and EBITDA €1m, sustaining operations towards our estimates. We see that 

the recent acquisitions are improving the Company potential, diversifying the 

business mix and further expanding the group internationally. However, Covid-19 

challenges on consumption are still persisting. In such a scenario, we opt to stay 

conservative and maintain our prior estimates. 
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 Consolidated Profit and Loss 

 

 

 

 

 

 

 

 

 

 

€m 2017A 2018A 2019A 2020E 2021E 2022E

Sales 6.1 6.5 9.0 9.9 10.9 12.5

Change in Inventory 0.0 0.4 (0.3) 0.3 0.1 0.2

Other income 0.1 0.1 0.0 0.0 0.0 0.0

Total Revenues 6.2 7.0 8.8 10.2 11.0 12.7

YoY % 24.4% 13.2% 25.6% 15.6% 8.0% 15.9%

Materials (1.3) (1.7) (1.6) (2.0) (2.2) (2.5)

Services (2.4) (2.9) (3.3) (3.7) (3.9) (4.6)

Personnel (0.8) (1.1) (1.6) (2.0) (2.2) (2.3)

Other operating costs (0.7) (0.9) (1.0) (1.1) (1.1) (1.4)

EBITDA 1.0 0.3 1.3 1.5 1.6 1.9

Margin 15.7% 4.5% 14.3% 14.5% 14.9% 15.3%

Non-recurring costs (0.2) (0.4) (0.1) 0.0 0.0 0.0

Adjusted EBITDA 1.1 0.7 1.4 1.5 1.6 1.9

Margin 18.3% 9.5% 15.4% 14.5% 14.9% 15.3%

D&A (0.4) (0.5) (0.7) (0.7) (0.7) (0.7)

EBIT 0.6 (0.2) 0.6 0.8 0.9 1.2

Margin 9.8% -3.3% 6.5% 7.6% 8.5% 9.8%

Interest (0.0) (0.0) (0.0) (0.0) (0.0) (0.0)

EBT 0.6 (0.2) 0.6 0.7 0.9 1.2

Margin 9.6% -3.4% 6.4% 7.2% 8.2% 9.5%

Income taxes (0.2) 0.1 (0.2) (0.2) (0.3) (0.3)

Net Income (Loss) 0.4 (0.2) 0.3 0.5 0.6 0.9

Margin 6.5% -2.2% 3.9% 5.2% 5.9% 6.9%  
 Source: Company data 2017-19A; EnVent Research 2020-22E - Note: since 2019 consolidated figures 

  

 Consolidated Balance Sheet 

 €m 2017A 2018A 2019A 2020E 2021E 2022E

Inventory 1.4 1.8 2.2 2.4 2.5 2.7

Trade receivables 1.2 1.1 2.0 2.1 2.4 2.5

Trade payables (1.0) (0.8) (1.5) (1.7) (1.8) (2.1)

Trade Working Capital 1.6 2.0 2.6 2.9 3.1 3.1

Intercompany receivables (payables) (0.2) (0.0) (0.2) (0.2) (0.2) (0.2)

Other assets (liabilities) (0.0) (0.0) (0.2) (0.2) (0.2) (0.3)

Net Working Capital 1.4 2.0 2.2 2.5 2.6 2.6

Intangible assets 3.2 3.2 4.6 4.4 4.1 3.8

Other non-current assets 0.4 0.4 0.4 0.4 0.4 0.4

Non-current assets 3.6 3.6 5.1 4.8 4.5 4.2

Provisions (0.2) (0.3) (0.5) (0.6) (0.6) (0.7)

Net Invested Capital 4.8 5.3 6.8 6.6 6.5 6.1

Net Debt (Cash) (3.9) (3.0) (1.7) (2.2) (3.0) (4.2)

Equity 8.7 8.3 8.5 8.8 9.5 10.3

Sources 4.8 5.3 6.8 6.6 6.5 6.1
 

 Source: Company data 2017-19A; EnVent Research 2020-22E - Note: since 2019 consolidated figures 
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 Consolidated Cash Flow 

 

 

 

 

 

 

 

€m 2018A 2019A 2020E 2021E 2022E

EBIT (0.2) 0.6 0.8 0.9 1.2

Current taxes 0.1 (0.2) (0.2) (0.3) (0.3)

D&A 0.5 0.7 0.7 0.7 0.7

Provisions 0.1 0.2 0.1 0.0 0.0

Cash flow from P&L operations 0.4 1.3 1.3 1.4 1.6

Trade Working Capital (0.5) (0.6) (0.3) (0.2) (0.0)

Intercompany receivables and payables (0.1) 0.2 0.0 0.0 0.0

Other assets and liabilities 0.0 0.2 0.0 0.0 0.0

Capex (0.5) (0.2) (0.4) (0.4) (0.4)

Bakel acquisition 0.0 (2.0) 0.0 0.0 0.0

Operating cash flow after working capital and capex (0.6) (1.1) 0.7 0.8 1.2

Dividends (0.2) (0.1) (0.2) 0.0 0.0

Net cash flow (0.9) (1.2) 0.4 0.8 1.2

Net (Debt) Cash - Beginning 3.9 3.0 1.7 2.2 3.0

Net (Debt) Cash - End 3.9 3.0 1.7 2.2 3.0 4.2

Change in Net (Debt) Cash (0.9) (1.2) 0.4 0.8 1.2
 

 Source: Company data 2017-19A; EnVent Research 2020-22E - Note: since 2019 consolidated figures 

  

 Ratio analysis 

 KPIs 2017A 2018A 2019A 2020E 2021E 2022E

ROE 5% -2% 4% 6% 7% 8%

ROS (EBIT/Sales) 10% -3% 7% 8% 8% 10%

ROIC (NOPAT/Invested Capital) 9% neg. 6% 8% 10% 15%

DOI 84 98 87 90 85 80

DSO 57 51 65 65 65 60

DPO 65 44 76 75 75 75

TWC/Sales 26% 29% 30% 29% 28% 25%

Cash flow from P&L operations / EBITDA neg. 67% 93% 91% 87% 84%

FCF / EBITDA neg. neg. neg. 48% 52% 64%

Dividend yield 1.7% 2.6% 1.9% 0% 0% 0%

Pay-out ratio 62% n.m. 72% 0% 0% 0%

Earnings per Share (€) 0.13 n.m. 0.11 0.17 0.21 0.28  
 Source: Company data 2017-19A; EnVent Research 2020-22E - Note: since 2019 consolidated figures 

  

  

 Valuation 

  

 Discounted Cash Flows 

 Updated assumptions: 

- Risk free rate: 1.7% (Italian 10-year government bonds interest rate - 3Y 

average. Source: Bloomberg, October 2020) 

- Market return: 13.0% (3Y average. Source: Bloomberg, October 2020) 

- Market risk premium: 11.3% 

- Beta: 0.8 (Median of luxury and cosmetics companies. Source: EY, The luxury 

and cosmetics financial factbook, 2019 - which substitutes the judgmental 1.3 

of our prior note during lockdown period) 

- Cost of equity: 10.7% 

- Cost of debt: 2.5%  

- Tax rate: 24% (IRES) 

- 30% debt/(debt + equity) as target capital structure 

- WACC 8% 
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- Perpetual growth rate after explicit projections: 3% 

- Terminal Value assumes a normalized sustainable EBITDA margin of 15% 

  

 DCF Valuation 

€m 2017A 2018A 2019A 2020E 2021E 2022E Perpetuity

Revenues 6.2 7.0 8.8 10.2 11.0 12.7 13.1

EBITDA 1.0 0.3 1.3 1.5 1.6 1.9 2.0

Margin 15.7% 4.5% 14.3% 14.5% 14.9% 15.3% 15.0%

EBIT 0.6 (0.2) 0.6 0.8 0.9 1.2 1.6

Margin 9.8% -3.3% 6.5% 7.6% 8.5% 9.8% 12.0%

Taxes (0.2) 0.1 (0.2) (0.2) (0.3) (0.3) (0.4)

NOPAT 0.4 (0.2) 0.4 0.6 0.7 0.9 1.1

D&A 0.4 0.5 0.7 0.7 0.7 0.7 0.4

Provisions 0.0 0.1 0.2 0.1 0.0 0.0 0.0

Cash flow from P&L operations 0.8 0.4 1.3 1.3 1.4 1.6 1.5

Trade Working Capital (0.5) (0.6) (0.3) (0.2) (0.0) (0.1)

Intercompany receivables and payables (0.1) 0.2 0.0 0.0 0.0 0.0

Other assets and liabilities 0.0 0.2 0.0 0.0 0.0 0.0

Capex (0.5) (2.2) (0.4) (0.4) (0.4) (0.4)

Free cash flow (0.7) (1.1) 0.7 0.8 1.2 1.0

WACC 8.0%

Long-term growth (G) 3.0%

Discounted Cash Flows 0.7 0.7 1.0

Sum of Discounted Cash Flows 2.4

Terminal Value 20.6

Discounted TV 17.0

Enterprise Value 19.4

Net Cash as of 30/06/2020 0.4

Equity Value 19.8

DCF - Implied multiples 2018A 2019A 2020E 2021E 2022E

EV/Revenues 2.8x 2.2x 1.9x 1.8x 1.5x

EV/EBITDA 61.7x 15.5x 13.2x 11.9x 10.0x

Current market price - Implied multiples 2018A 2019A 2020E 2021E 2022E

EV/Revenues 2.5x 2.0x 1.7x 1.6x 1.4x

EV/EBITDA 54.7x 13.7x 11.7x 10.5x 8.8x

Discount 11%  
 Source: EnVent Research 

  

 Market multiples 

 

See Annex for peer group details 

We have applied to our 2020-21 estimates 2020-21E EV/Revenues and EV/EBITDA 

median multiples from the Premium, Italian fashion stocks, Cosmetics peer groups.  

  

 €m

Culti Valuation - Multiples Multiple EV Net Cash Equity Value

2020E Revenues 10.2 1.8x 18.4 0.4 18.8

2021E Revenues 11.0 1.9x 20.6 0.4 21.0

Mean 19.9

2020E EBITDA 1.5 17.2x 25.4 0.4 25.9

2021E EBITDA 1.6 13.4x 21.9 0.4 22.4

Mean 24.1  
 Source: EnVent Research 
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 Target Price 

  

 The application of the DCF model produces an equity value of €19.8m, 

corresponding to €6.41 per share. The market multiples methodology yields an 

equity value range of €19.9-24.1m, corresponding to €6.43-7.79 per share. 

We believe that the valuation of Culti at this stage could be properly driven also by 

looking at market multiples as high-end valuation range reference.  

Our updated valuation through DCF and market multiples yields a target price of 

€6.88 per share, from €4.12 of our prior note, implying a 21% upside potential on 

Culti’s current stock price at €5.70. We assign an OUTPERFORM rating on the stock 

(from NEUTRAL). 

  

 

Please refer to important disclosures 

at the end of this report. 

Culti Milano Price per Share €

Target Price 6.88

Current Share Price (13/10/2020) 5.70

Premium (Discount) 21%  
 Source: EnVent Research 
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 Annex: Peer Group - Market Multiples 

 EV/Revenues EV/EBITDA

Avg. 5Y 2019 2020E 2021E Avg. 5Y 2019 2020E 2021E

Culti Milano na 1.3x 1.7x 1.5x na 8.4x 11.5x 10.4x

Premium

Phillips-Van Heusen 1.2x 1.1x 0.8x 1.2x 9.3x 8.1x 6.5x 56.8x

Ralph Lauren 1.2x 1.2x 1.0x 1.4x 7.5x 7.9x 6.6x 15.6x

Capri (formerly Michael Kors) 1.6x 1.6x 1.2x 1.9x 6.2x 7.4x 6.9x 18.6x

Tapestry (formerly Coach) 1.9x 1.3x 1.5x 1.6x 9.2x 6.7x 12.9x 8.4x

Hugo Boss 1.6x 1.4x 1.3x 1.1x 9.2x 8.7x 8.9x 5.2x

Prada 2.6x 3.8x 4.5x 3.8x 14.0x 23.8x 17.4x 12.0x

Salvatore Ferragamo 2.5x 2.7x 2.9x 2.4x 13.9x 17.4x 21.4x 11.5x

Moncler 4.8x 6.2x 6.6x 5.6x 14.5x 18.2x 18.9x 14.4x

Tod's 2.0x 2.0x 2.1x 1.8x 17.3x 39.8x 34.8x 11.7x

Geox 0.8x 0.7x 0.8x 0.7x 10.4x 5.9x 90.8x n.a.

Brunello Cucinelli 3.5x 4.3x 4.6x 4.0x 20.5x 24.2x 29.6x 15.9x

Mean 2.2x 2.4x 2.5x 2.3x 12.0x 15.3x 23.2x 17.0x

Median 1.9x 1.6x 1.5x 1.8x 10.4x 8.7x 17.4x 13.2x

Italian fashion stocks

Piquadro 1.0x 0.6x na na nm neg na na

Giorgio Fedon nm na na na nm na na na

Fope 1.1x 1.4x 1.7x 1.3x 6.5x 7.2x 20.0x 6.7x

Cover 50 nm na na na nm na na na

Monnalisa nm na na na nm na na na

Italia Independent 2.7x 4.5x 3.1x ma 0.6x neg nm na

Pattern 0.2x 0.9x 1.0x 0.8x 1.7x 8.2x 13.2x 6.9x

Gismondi 1754 na 1.8x 1.2x 1.0x na 7.5x 17.0x 5.7x

Mean 1.2x 1.8x 1.8x 1.0x 2.9x 7.6x 16.7x 6.4x

Median 1.0x 1.4x 1.5x 1.0x 1.7x 7.5x 17.0x 6.7x

Cosmetics

L'Oréal 4.1x 4.9x 5.5x 5.1x 18.4x 21.9x 23.5x 21.2x

Estée Lauder 3.7x 5.1x 5.6x 5.6x 18.4x 24.0x 28.3x 26.8x

Shiseido 2.0x 2.9x 3.0x 2.7x 16.0x 19.0x 40.3x 21.4x

Beiersdorf 2.7x 3.0x 2.9x 2.8x 15.8x 17.4x 18.4x 16.2x

Coty 2.8x 2.6x 1.5x 2.5x 19.6x 20.0x 12.1x 21.4x

Amorepacific 3.5x 2.2x 2.2x 1.9x 20.2x 13.4x 16.5x 12.3x

Nu Skin 1.2x 1.0x 1.2x 1.1x 8.1x 7.1x 9.3x 8.5x

L'Occitane 1.8x 2.5x 1.8x 1.9x 11.2x 16.6x 11.7x 13.4x

Mean 2.7x 3.0x 3.0x 2.9x 16.0x 17.4x 20.0x 17.7x

Median 2.8x 2.8x 2.6x 2.6x 17.2x 18.2x 17.4x 18.7x

Combined Mean 2.2x 2.5x 2.5x 2.4x 12.2x 15.0x 21.1x 15.7x

Combined Median 2.0x 2.1x 1.8x 1.9x 12.6x 15.0x 17.2x 13.4x

Company

 
 Source: S&P Capital IQ, October 2020 
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 Investment case 

  

 Company 

 Culti Milano (Culti) is an Italian home fragrance company positioned in the 

premium and luxury segments, designing and distributing products under its own 

brand, through seven stores in Italy and a wide presence in European and Asian 

prestige department stores. The full line of products is also promoted through the 

online site (www.culti.com).  

One of the main strategic goals of the Company is to rebalance its geographical 

presence through the opening of new DOS (Directly Operated Stores) in Italy and 

in other European and US cities. 

  

 Drivers 

 Industry drivers 

 Made in Italy. The Italian home fragrance industry has a high quality production 

and style recognized worldwide, plus can call for higher prices around the world 

purely by carrying such a tag. No other country enjoys such “best in class” 

endorsements, or reputation, worldwide. The Italian industry, as a whole, has until 

recently underestimated this potential to strive and penetrate in international 

markets. This reputation, to be viewed as a competitive advantage and difficult to 

be challenged by competitors of other geographies, provides unique opportunities 

to those Italian companies able to make the most of the unexplored potential of 

Made in Italy products conceived for lifestyle lovers. 

  

 Home fragrances niche market still underexploited and open to home luxury and 

lifestyle. The performance of luxury brands in the last two decades has been 

mainly driven by the relentless increase of the population of the so called HNWI - 

High Net Worth Individuals. Exposure to population in emerging markets, both 

locally present and through customers travelling abroad and buying goods in 

Europe, together with the global reach of digital communication, have boosted 

internationally the awareness of the best products and brands. This, in turn, has 

paved the way and prepared fertile ground for dedicated home collections of 

luxury brands, a new business opportunity for industry segments which were 

previously “uncharted territory”. 

  

 Switching to lifestyle brands. Many fashion labels and luxury brands propose 

themselves as lifestyle symbols. Several luxury apparel brands have expanded their 

product offering to include lifestyle products and service lines such as housewares, 

furniture, fine dining and hotels. The trend has just begun, and the relative 

maturity of apparel and traditional accessories opens doors to a new wave of 

stylish home products. Italian companies are the best positioned in this arena 

thanks to their design and creativity capabilities. 
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 Online luxury sales expect strong growth. McKinsey expects online luxury sales to 

more than triple by 2025, implying that nearly one-fifth of personal luxury sales 

will take place online (Source: McKinsey, The age of digital Darwinism, 2018). 

  

 Digital communication and online sales suitable for the home fragrances 

industry. Digital communication and word of mouth are changing the way 

shoppers make their decisions, challenging established brands and offering more 

accessibility to emerging ones, in B2B and B2C markets. Unlike other luxury 

sectors, as there is a lack of dominant brands in the general home lifestyle 

segment, this makes it easier to reach shoppers and buyers in a number of touch 

points, without having to struggle with a pre-imagined restricted list of brands to 

choose from. Online purchases are trouble-free and in addition, repeat purchases 

of returning customers would be swift and easy, also promising better margins 

when compared to other trade channels. 

  

 Company drivers 

 Brand image. Culti Milano’s luxury brand represents world renowned Italian 

design and style, being the Company producing with Italian selected craftsmen and 

using high quality materials. The Made in Italy tag attracts a premium price and 

has strong appeal globally. Culti has built a reputation for being Milan's home 

fragrance connoisseur, and intends to strengthen its brand awareness to become a 

lifestyle company. Culti Milano stands for sophisticated fragrances, well-being in 

one’s preferred places and emotional dependence on its own fragrance.  

  

 Iconic products. Culti has a unique attitude towards innovation and focus on well-

being and lifestyle of consumers. Its home fragrances collections stand out of the 

crowd for creativity, boldness and imagery. In 1990, Culti introduced, in a 

conservative and sluggish market, collections that marked a change for the entire 

industry. Culti’s most popular fragrances Tessuto and Aramara have been on the 

market for 25 years and are recognized as a status symbol.   

  

 Lean business model and wide distribution network. Culti’s business model is 

diverse from most competitors and is structured to be lean, based on the direct 

management of the value chain, with the main focus on style and product 

development like a “maison”. The production is outsourced through a suppliers 

and assemblers network selected for high quality standards. Culti’s distribution 

model is based on a worldwide network of agents and distributors, with corner 

shops and walls in over 40 European and Asian department stores, seven stores in 

Italy (two in Milan, Naples, Bari, Forte dei Marmi, Turin, Rome) and e-commerce. 

  

 International presence. Diversified global reach, with further room to expand in 

the USA, in Europe and in Asia. The projected opening of new stores in some 

strategic geographical locations represents the next step to achieve a stronger 

worldwide presence.  
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 Culti free from the maturity risk. A typical concern for luxury companies is the 

sustainability of growth and a permanent question is how high is the chance of 

becoming mature and lose appeal. Probably the most challenging task for industry 

leaders is reconciling volume and profit targets with retention of exclusivity and 

identity. Culti’s business model is likely to be immune from the lifecycle of fashion 

products and of ever-changing trends being based on iconic standards that are 

bound to last for generations. 

  

 Challenges 

 Winning the digital gamble. Major brands are going digital, establishing a revenue 

stream from e-commerce and profiting of the benefits of digital advertising and 

online presence, through a well-built corporate website, social media and online 

multi-brand stores. Differently, luxury players are more cautious about digital and 

e-commerce. Culti is no exception, having a direct relationship with end consumers 

for a part only of its business, while direct e-commerce could be a conflicting 

channel with the multi-brand, multi-product stores network. However, we expect 

that the growing importance of digital media will sooner or later force to go digital. 

The challenge is in guessing the right timing. First typical phase is selling online 

either through partners or through their own e-shop, only offering a reduced 

product range and not advertising it much. Then, it would be critical to reach not 

too late the tipping point when to scale-up quickly e-commerce operations, with 

significant investments. 

  

 Slowdowns of markets pushes promotional sales. With the growing middle class 

seeking good quality and consumers in mature markets looking for bargains, the 

off-price channel in the luxury goods market has more than doubled over the past 

few past years 

  

 Low exposure to key markets. The establishment of a structured presence into the 

traditionally most important markets for luxury goods, namely North America and 

the so called luxury cities, might require time and significant investments. 

  

 Currency issues. Most European luxury goods manufacturers produce in EUR (in 

France and Italy) and sell throughout the world, with exposure to USD and Dollar-

linked currencies. Changes in the EUR/USD exchange ratios are critical to exports. 

  

 M&A and cash management. The most common issue with acquisitions in the 

fashion and luxury sector is that they do not produce many synergies. As a 

consequence, given the high multiples commanded by the potential sellers, cash 

generation and payback could become an issue in any potential deal. 
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DISCLAIMER (for more details go to www.enventcapitalmarkets.co.uk under “Disclaimer”)  
 
This publication has been prepared by Luigi Tardella, Co-Head of Research Division, and Viviana Sepe, Research Analyst, on behalf of 
the Research & Analysis Division of EnVent Capital Markets Limited (“EnVentCM”). EnVent Capital Markets Limited is authorised and 
regulated by the Financial Conduct Authority (Reference no. 651385). Italian branch registered number is 132. 
This publication does not represent to be, nor can it be construed as being, an offer or solicitation to buy, subscribe or sell financial 
products or instruments, or to execute any operation whatsoever concerning such products or instruments. This publication is not, 
under any circumstances, intended for distribution to the general public. Accordingly, this document is only for persons who are 
Eligible Counterparties or Professional Clients only, i.e. persons having professional experience in investments who are authorized 
persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 and COBS 4.12 of the FCA’s New 
Conduct of Business Sourcebook. For residents in Italy, this document is intended for distribution only to professional clients and 
qualified counterparties as defined in Consob Regulation n. 16190 of the 29th October 2007, as subsequently amended and 
supplemented. 
EnVentCM does not guarantee any specific result as regards the information contained in the present publication, and accepts no 
responsibility or liability for the outcome of the transactions recommended therein or for the results produced by such transactions. 
Each and every investment/divestiture decision is the sole responsibility of the party receiving the advice and recommendations, 
who is free to decide whether or not to implement them. The price of the investments and the income derived from them can go 
down as well as up, and investors may not get back the amount originally invested. Therefore, EnVentCM and/or the author(s) of 
the present publication cannot in any way be held liable for any losses, damage or lower earnings that the party using the 
publication might suffer following execution of transactions on the basis of the information and/or recommendations contained 
therein.  
The purpose of this publication is merely to provide information that is up to date and as accurate as possible. The information and 
each possible estimate and/or opinion and/or recommendation contained in this publication is based on sources believed to be 
reliable. Although EnVentCM makes every reasonable endeavour to obtain information from sources that it deems to be reliable, it 
accepts no responsibility or liability as to the completeness, accuracy or exactitude of such information and sources. Past 
performance is not a guarantee of future results. 
Most important sources of information used for the preparation of this publication are the documentation published by the 
Company (annual and interim financial statements, press releases, company presentations, IPO prospectus), the information 
provided by business and credit information providers (as Bloomberg, S&P Capital IQ, AIDA) and industry reports. 
EnVentCM has no obligation to update, modify or amend this publication or to otherwise notify a reader or recipient of this 
publication in the case that any matter, opinion, forecast or estimate contained herein, changes or subsequently becomes 
inaccurate, or if the research on the subject company is withdrawn. The estimates, opinions, and recommendations expressed in 
this publication may be subject to change without notice, on the basis of new and/or further available information.      
EnVentCM intends to provide continuous coverage of the Company and financial instrument forming the subject of the present 
publication, with a semi-annual frequency and, in any case, with a frequency consistent with the timing of the Company’s periodical 
financial reporting and of any exceptional event occurring in its sphere of activity.  
A draft copy of this publication may be sent to the subject Company for its information and review (without target price and/or 
recommendation), for the purpose of correcting any inadvertent material inaccuracies. EnVentCM did not disclose the rating to the 
issuer before publication and dissemination of this document. 
This publication, nor any copy of it, can not be brought, transmitted or distributed in the United States of America, Canada, Japan or 
Australia. Any failure to comply with these restrictions may constitute a violation of the securities laws provided by the United 
States of America, Canada, Japan or Australia. 
EnVentCM is distributing this publication as from the date indicated on the front page of this publication.  
 
ANALYST DISCLOSURES 
For each company mentioned in this publication, all of the views expressed in this publication accurately reflect the financial 
analysts’ personal views about any or all of the subject company (companies) or securities.  
Neither the analysts nor any member of the analysts’ households have a financial interest in the securities of the subject company. 
Neither the analysts nor any member of the analysts’ households serve as an officer, director or advisory board member of the 
subject company. Analysts' remuneration was not, is not or will be not related, either directly or indirectly, to specific proprietary 
investment transactions or to market operations in which EnVentCM has played a role (as Nomad, for example) or to the specific 
recommendation or view in this publication. EnVentCM has adopted internal procedures and an internal code of conduct aimed to 
ensure the independence of its financial analysts. EnVentCM research analysts and other staff involved in issuing and disseminating 
research reports operate independently of EnVentCM Capital Market business. EnVentCM, within the Research & Analysis Division, 
may collaborate with external professionals. It may, directly or indirectly, have a potential conflict of interest with the Company and, 
for that reason, EnVentCM adopts organizational and procedural measures for the prevention and management of conflicts of 
interest (for details www.enventcapitalmarkets.co.uk under “Disclaimer”, “Procedures for prevention of conflicts of interest”). 
 



                                                                                  

 

14 
 

 
MIFID II DISCLOSURES 
Culti Milano S.p.A. (the “Issuer  or the “Company”) is a corporate client of EnVentCM. This document, being paid for by a corporate 
Issuer, is a Minor Non-monetary Benefit as set out in Article 12 (3) of the Commission Delegated Act (C2016) 2031.  
This note is a marketing communication and not independent research. As such, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research and this note is not subject to the prohibition on 
dealing ahead of the dissemination of investment research. 
 
CONFLICTS OF INTEREST 
In order to disclose its possible conflicts of interest, EnVentCM states that it acts or has acted in the past 12 months as Nominated 
Adviser (“Nomad”) to the subject Company on the AIM Italia, a Multilateral Trading Facility regulated by Borsa Italiana (for details 
www.enventcapitalmarkets.co.uk under “Disclaimer”, “Potential conflicts of interest”). 
 
CONFIDENTIALITY 
Neither this publication nor any portions thereof (including, without limitation, any conclusion as to values or any individual 
associated with this publication or the professional associations or organizations with which they are affiliated) shall be reproduced 
to third parties by any means without the prior written consent and approval from EnVentCM. 
 
VALUATION METHODOLOGIES 
EnVentCM Research & Analysis Division calculates range of values and fair values for the companies under coverage using 
professional valuation methodologies, such as the discounted cash flows method (DCF), dividend discount model (DDM) and 
multiple-based models (e.g. EV/Revenues, EV/EBITDA, EV/EBIT, P/E, P/BV). Alternative valuation methodologies may be used, 
according to circumstances or judgement of non-adequacy of most used methods. The target price could be also influenced by 
market conditions or events and corporate or share peculiarities.  
   
STOCK RATINGS 
The “OUTPERFORM”, “NEUTRAL”, AND “UNDERPERFORM” recommendations are based on the expectations within 12-month 
period of date of initial rating (shown in the chart on the front page of this publication). Equity ratings and valuations are issued in 
absolute terms, not relative to market performance.   
Rating rationale:  
OUTPERFORM: stocks are expected to have a total return of at least 20% in the mid-term; 
NEUTRAL: stocks are expected to have a performance consistent with market or industry trend and appear less attractive than 
Outperform rated stocks;  
UNDERPERFORM: stocks are among the least attractive in a peer group; 
UNDER REVIEW: target price under review, waiting for updated financial data, or other key information such as material 
transactions involving share capital or financing; 
SUSPENDED: no rating/target price assigned, due to material uncertainties or other issues that seriously impair our previous 
investment ratings, price targets and earnings estimates; 
NOT RATED: no rating or target price assigned. 
The stock price indicated is the reference price on the day indicated as “Date of Price” in the table on the front page of th is 
publication.  
 
DETAILS ON STOCK RECOMMENDATION AND TARGET PRICE 

Date Recommendation Target Price (€) Share Price (€)

17/10/2017 OUTPERFORM 5.74 4.41

28/03/2018 OUTPERFORM 5.74 4.36

27/09/2018 OUTPERFORM 4.67 3.81

15/04/2019 OUTPERFORM 3.94 2.58

12/08/2019 OUTPERFORM 3.32 2.60

21/04/2020 NEUTRAL 4.12 3.64

13/10/2020 OUTPERFORM 6.88 5.70  
  
ENVENTCM RECOMMENDATION DISTRIBUTION (October 13

th
, 2020)   

Number of companies covered: 12 OUTPERFORM NEUTRAL UNDERPERFORM SUSPENDED UNDER REVIEW NOT RATED

Total Equity Research Coverage % 58% 33% 0% 0% 0% 8%

of which EnVentCM clients % * 100% 100% 0% 0% 0% 0%

* Note: Companies  to which corporate and capita l  markets  services  were suppl ied in the last 12 months.  
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This disclaimer is constantly updated on the website at www.enventcapitalmarkets.co.uk under “Disclaimer”.  
 
Additional information available upon request.   
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