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In the Instagram age Cinderella is a fashion designer Chiara Rotelli 

Equity Analyst 

Once upon a time, an influencer designer built an accessible luxury brand… 

Elisabetta Franchi is a leading Italian player in the accessible luxury industry, a 

market worth €114bn in 2018 and estimated to grow 4-5% annually in the next 6 

years. This segment is more fragmented than high-end luxury. Many players have 

a strong regional presence, but only a few have experienced growth in retail and 

wholesale globally. Elisabetta Franchi, with c.€116m revenues in FY18, growing 

6.5% annually since 2016, has outperformed its reference market, leveraging a 

strong wholesale business and taking the initial steps of an internationalization 

journey that still has to express its full potential. 

…blending the codes of luxury, Made in Italy and fast fashion… 

Elisabetta Franchi’s business model is based on a lean operational structure. The 

company controls the supply chain and relies on valuable partners for production 

and distribution. Manufacturing - fully outsourced, based on "cut, trim and make" 

approach - has unique flexibility. It allows for 3-4 weeks lead times for re-

assortment of best-selling items, which, in turn, maximizes full-price sell-through 

for retail and wholesale partners. To support traffic, the brand launches six 

collections per year, with Pre, Main and Catwalk for S/S and F/W seasons. 

Elisabetta Franchi leverages an innovative approach to digital: the designer is a 

powerful influencer. Social networks are used to increase product and brand 

visibility and to build an interactive community around the designer’s character 

driving customer engagement and improving KPIs. 

…she is now ready to cast a spell of sensuality all over the world… 

Elisabetta Franchi’s strategy for the next four years is based on the strong 

foundations of its scalable and flexible business model: 

 Growth in Italy: the brand plans to selectively open DOS, optimise its 

wholesale presence and expand shops-in-shop in department stores; 

 International expansion: in EMEA the focus is on selective retail growth and 

building a stronger relationship with department stores; China and US are 

longer-term opportunities; 

 Product range expansion: new wearing occasions support apparel business 

(85% of sales), but shoes, accessories, handbags and licenses (eyewear, 

fragrances) offer further scope for growth; 

 E-commerce: the fastest-growing channel, should benefit from full 

omnichannel functionalities and new relationships with multi-brand e-tailers. 

…with best-in-class profitability supporting a visible growth trajectory 

We expect Elisabetta Franchi (Betty Blue S.p.A.) to post 4Y revenue CAGR of 

approximately 7%, with revenues exceeding €150m in FY22, EBITDA growing from 

€22.3m to €29.5m in 2022 and the margin expanding from 19.3% in 2018 to 19.4% 

in 2022, that is best-in-class in the accessible luxury segment. We project 4Y net 

income CAGR of 6.1% and a healthy balance sheet, with the company expected to 

generate cash and pay dividends with a payout ratio in the 75% area. 
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Disclaimer 
GENERAL DISCLOSURES 

This research report is prepared by Mediobanca - Banca di credito finanziario S.p.A. ("Mediobanca S.p.A."), authorized and supervised by Bank 
of Italy and Consob to provide financial services, and is compliant with the relevant European Directive provisions on investment and ancillary 
services (MiFID Directive) and with the implementing law.  

Unless specified to the contrary, within EU Member States, the report is made available by Mediobanca S.p.A. The distribution of this document 
by Mediobanca S.p.A. in other jurisdictions may be restricted by law and persons into whose possession this document comes should inform 
themselves about, and observe, any such restrictions. All reports are disseminated and available to all clients simultaneously through 
electronic distribution and publication to our internal client websites. The recipient acknowledges that, to the extent permitted by applicable 
securities laws and regulations, Mediobanca S.p.A. disclaims all liability for providing this research, and accepts no liability whatsoever for 
any direct, indirect or consequential loss arising from the use of this document or its contents. This research report is provided for information 
purposes only and does not constitute or should not be construed as a provision of investment advice, an offer to buy or sell, or a solicitation 
of an offer to buy or sell, any financial instruments. It is not intended to represent the conclusive terms and conditions of any security or 
transaction, nor to notify you of any possible risks, direct or indirect, in undertaking such a transaction. Not all investment strategies are 
appropriate at all times, and past performance is not necessarily a guide to future performance. Mediobanca S.p.A. recommends that 
independent advice should be sought, and that investors should make their own independent decisions as to whether an investment or 
instrument is proper or appropriate based on their own individual judgment, their risk-tolerance, and after consulting their own investment 
advisers. Unless you notify Mediobanca S.p.A. otherwise, Mediobanca S.p.A. assumes that you have sufficient knowledge, experience and/or 
professional advice to undertake your own assessment. This research is intended for use only by those professional clients to whom it is made 
available by Mediobanca S.p.A. The information contained herein, including any expression of opinion, has been obtained from or is based 
upon sources believed to be reliable but is not guaranteed as to accuracy or completeness although Mediobanca S.p.A. considers it to be fair 
and not misleading. Any opinions or estimates expressed herein reflect the judgment of the author(s) as of the date the research was prepared 
and are subject to change at any time without notice. Unless otherwise stated, the information or opinions presented, or the research or 
analysis upon which they are based, are updated as necessary and at least annually. Mediobanca S.p.A. may provide hyperlinks to websites 
of entities mentioned in this document, however the inclusion of a link does not imply that Mediobanca S.p.A. endorses, recommends or 
approves any material on the linked page or accessible from it. Mediobanca S.p.A. does not accept responsibility whatsoever for any such 
material, nor for any consequences of its use. Neither Mediobanca S.p.A. nor any of its directors, officers, employees or agents shall have 
any liability, howsoever arising, for any error, inaccuracy or incompleteness of fact or opinion in this report or lack of care in its preparation 
or publication.  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our proprietary trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. The 
analysts named in this report may have from time to time discussed with our clients, including Mediobanca S.p.A. salespersons and traders, 
or may discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of 
the equity securities discussed in this report, which impact may be directionally counter to the analysts' published price target expectations 
for such stocks. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks, which 
rating reflects a stock's return potential relative to its coverage group as described herein. 

ADDITIONAL DISCLAIMERS TO U.K. INVESTORS: Mediobanca S.p.A. provides investment services in the UK through a branch established in 
the UK (as well as directly from its establishment(s) in Italy) pursuant to its passporting rights under applicable EEA Banking and Financial 
Services Directives and in accordance with applicable Financial Services Authority requirements. 

ADDITIONAL DISCLAIMERS TO U.S. INVESTORS: This research report is prepared by Mediobanca S.p.A. and distributed in the United States 
by Mediobanca Securities USA LLC, which is a wholly owned subsidiary of Mediobanca S.p.A., is a member of Finra and is registered with the 
US Securities and Exchange Commission. 565 Fifth Avenue - New York NY 10017. Mediobanca Securities USA LLC accepts responsibility for the 
content of this report. Any US person receiving this report and wishing to effect any transaction in any security discussed in this report should 
contact Mediobanca Securities USA LLC at 001(212) 991-4745. Please refer to the contact page for additional contact information. All 
transactions by a US person in the securities mentioned in this report must be effected through Mediobanca Securities USA LLC and not through 
a non-US affiliate. The research analyst(s) named on this report are not registered / qualified as research analysts with Finra. The research 
analyst(s) are not associated persons of Mediobanca Securities USA LLC and therefore are not subject to NASD rule 2711 and incorporated 
NYSE rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst. 

ADDITIONAL DISCLAIMERS TO U.A.E. INVESTORS: This research report has not been approved or licensed by the UAE Central Bank, the UAE 
Securities and Commodities Authority (SCA), the Dubai Financial Services Authority (DFSA) or any other relevant licensing authorities in the 
UAE, and does not constitute a public offer of securities in the UAE in accordance with the commercial companies law, Federal Law No. 8 of 
1984 (as amended), SCA Resolution No.(37) of 2012 or otherwise. This research report is strictly private and confidential and is being issued 
to sophisticated investors. 

REGULATORY DISCLOSURES  

Mediobanca S.p.A. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that 
the firm may have a conflict of interest that could affect the objectivity of this report. Mediobanca S.p.A. or its affiliates or its employees 
may effect transactions in the securities described herein for their own account or for the account of others, may have long or short positions 
with the issuer thereof, or any of its affiliates, or may perform or seek to perform securities, investment banking or other services for such 
issuer or its affiliates. The organisational and administrative arrangements established by Mediobanca S.p.A. for the management of conflicts 
of interest with respect to investment research are consistent with rules, regulations or codes applicable to the securities industry. The 
compensation of the analyst who prepared this report is determined exclusively by research management and senior management (not 
including investment banking). Analyst compensation is not based on investment banking revenues, however, compensation may relate to the 
revenues of Mediobanca S.p.A. as a whole, of which investment banking, sales and trading are a part.  
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For a detailed explanation of the policies and principles implemented by Mediobanca S.p.A. to guarantee the integrity and independence of 
researches prepared by Mediobanca's analysts, please refer to the research policy which can be found at the following link: 
http://www.mediobanca.it/static/upload/b5d/b5d01c423f1f84fffea37bd41ccf7d74.pdf  

Unless otherwise stated in the text of the research report, target prices are based on either a discounted cash flow valuation and/or 
comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this 
fundamental valuation is adjusted to reflect the analyst's views on the likely course of investor sentiment. Whichever valuation method is 
used there is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen 
changes in competitive pressures or in the level of demand for the company's products. Such demand variations may result from changes in 
technology, in the overall level of economic activity or, in some cases, from changes in social values. Valuations may also be affected by 
changes in taxation, in exchange rates and, in certain industries, in regulations. All prices are market close prices unless differently specified.  

Since 1 July 2013, Mediobanca uses a relative rating system, based on the following judgements: Outperform, Neutral, Underperform and Not 
Rated.  

Outperform (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) 
coverage universe, on a risk-adjusted basis, over the next 6-12 months. 

Neutral (N). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) 
coverage universe, on a risk-adjusted basis, over the next 6-12 months. 

Underperform (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry (team's) 
coverage universe, on a risk-adjusted basis, over the next 6-12 months. 

Not Rated (NR). Currently the analyst does not have adequate confidence about the stock's total return relative to the average total 
return of the analyst's industry (or industry team's) coverage, on a risk-adjusted basis, over the next 6-12 months. Alternatively, it is 
applicable pursuant to Mediobanca policy in circumstances when Mediobanca is acting in any advisory capacity in a strategic transaction 
involving this company or when the company is the target of a tender offer. 

 
Our recommendation relies upon the expected relative performance of the stock considered versus its benchmark. Such an expected relative 
performance relies upon a valuation process that is based on the analysis of the company's business model / competitive positioning / financial 
forecasts. The company's valuation could change in the future as a consequence of a modification of the mentioned items.  

Please consider that the above rating system also drives the portfolio selections of the Mediobanca's analysts as follows: long positions can 
only apply to stocks rated Outperform and Neutral; short positions can only apply to stocks rated Underperform and Neutral; portfolios 
selection cannot refer to Not Rated stocks; Mediobanca portfolios might follow different time horizons.  

Proportion of all recommendations relating to the third quarter:  

Outperform  Neutral  Underperform  Not Rated  

40.37% 43.48% 16.15% 0% 

 

Proportion of issuers to which Mediobanca S.p.A. has supplied material investment banking services relating to the third quarter:  

Outperform  Neutral  Underperform  Not Rated  

57.41% 49.09% 42.11% 0% 

 
The current stock ratings system has been used since 1 July 2013. Before then, Mediobanca S.p.A. used a different system, based on the 
following ratings: outperform, neutral, underperform, under review, not rated. For additional details about the old ratings system, please 
access research reports dated before 1 July 2013 from the restricted part of the "MB Securities" section of the Mediobanca S.p.A. website 
at www.mediobanca.com.  

COPYRIGHT NOTICE 

No part of the content of any research material may be copied, forwarded or duplicated in any form or by any means without the prior 
consent of Mediobanca S.p.A., and Mediobanca S.p.A. accepts no liability whatsoever for the actions of third parties in this respect.  

END NOTES 

The disclosures contained in research reports produced by Mediobanca S.p.A. shall be governed by and construed in accordance with Italian 
law. 

Additional information is available upon request. 
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In case of any discrepancy between the following disclaimer and the disclaimer reported at page 2, the last one shall prevail. 

THIS DOCUMENT DOES NOT CONSTITUTE OR FORM PART OF, AND SHOULD NOT BE CONSTRUED AS, AN OFFER, INVITATION OR INDUCEMENT TO 

SUBSCRIBE FOR OR PURCHASE ANY SECURITIES AND/OR FINANCIAL INSTRUMENTS OF ANY KIND, NEITHER THIS DOCUMENT NOR ANYTHING 

CONTAINED HEREIN SHALL FORM THE BASIS OF OR BE RELIED ON IN CONNECTION WITH OR ACT AS AN INVITATION OR INDUCEMENT TO ENTER 

INTO ANY CONTRACT OR COMMITMENT WHATSOEVER. THIS DOCUMENT HAS ONLY BEEN MADE AVAILABLE TO SELECTED QUALIFIED INVESTORS. 

IN MAKING AN INVESTMENT DECISION, POTENTIAL INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE COMPANY INCLUDING THE 

MERITS AND RISKS INVOLVED. ANY DECISION TO PURCHASE OR SUBSCRIBE FOR SECURITIES IN ANY OFFERING MUST BE MADE SOLELY ON THE 

BASIS OF THE INFORMATION CONTAINED IN THE “INFORMATION DOCUMENT” IN ITALIAN LANGUAGE AS PREPARED ACCORDING TO THE 

“REGOLAMENTO EMITTENTI AIM”. 

THIS DOCUMENT IS PREPARED BY Mediobanca - Banca di Credito Finanziario S.p.A.. THIS DOCUMENT IS BEING FURNISHED TO YOU SOLELY FOR 

YOUR INFORMATION ON A CONFIDENTIAL BASIS AND MAY NOT BE REPRODUCED, REDISTRIBUTED OR PASSED ON, IN WHOLE OR IN PART, TO ANY 

OTHER PERSON, DIRECTLY OR INDIRECTLY. IN PARTICULAR, NEITHER THIS DOCUMENT NOR ANY COPY THEREOF MAY BE TAKEN OR TRANSMITTED 

OR DISTRIBUTED, DIRECTLY OR INDIRECTLY, INTO UNITED STATES, CANADA, JAPAN OR AUSTRALIA TO ANY RESIDENT THEREOF OR INTO THE 

UNITED STATES, ITS TERRITORIES OR POSSESSIONS. 

THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS MAY BE RESTRICTED BY LAW AND PERSONS INTO WHOSE POSSESSION THIS 

DOCUMENT COMES SHOULD INFORM THEMSELVES ABOUT, AND OBSERVE, ANY SUCH RESTRICTION. ANY FAILURE TO COMPLY WITH THESE 

RESTRICTIONS MAY CONSTITUTE A VIOLATION OF THE LAWS OF ANY SUCH OTHER JURISDICTION. IN ITALY, THIS DOCUMENT IS BEING 

DISTRIBUTED ONLY TO, AND IS DIRECTED EXCLUSIVELY AT, QUALIFIED INVESTORS AS DEFINED IN ARTICLE 34-TER, PARAGRAPH 1, LETTER B), 

OF CONSOB REGULATION ON ISSUERS NO. 11971 OF MAY 14, 1999, AS SUBSEQUENTLY AMENDED (THE “ISSUERS’ REGULATION”), PROVIDED 

THAT SUCH QUALIFIED INVESTORS WILL ACT IN THEIR CAPACITY AND NOT AS DEPOSITARIES OR NOMINEES FOR OTHER PERSONS, SUCH AS (I) 

LEGAL ENTITIES AUTHORISED OR PERMITTED TO OPERATE BY THE SECTOR REGULATIONS ON FINANCIAL MARKETS IN ITALY OR ABROAD, 

INCLUDING BANKS, INVESTMENT COMPANIES, INSURANCE COMPANIES, COLLECTIVE ASSET INVESTMENT BODIES, ASSET MANAGEMENT 

COMPANIES, HARMONISED MANAGEMENT COMPANIES, PENSION FUNDS, OTHER INSTITUTIONAL INVESTORS, EXCHANGE AGENTS, OTHER ENTITIES 

WHOSE EXCLUSIVE ACTIVITY IS THE INVESTMENT, ON THEIR OWN ACCOUNT, ON THE FINANCIAL MARKETS AND THAT ARE INDIRECT MEMBERS 

OF A CLEARING HOUSE OR A CENTRAL COUNTERPARTY (LOCALS), AS WELL AS INSTITUTIONAL INVESTORS WHOSE PRINCIPAL BUSINESS IS THE 

INVESTMENT IN FINANCIAL INSTRUMENTS, INCLUDING ENTITIES ENGAGED IN SECURITIZATIONS OR OTHER FINANCIAL TRANSACTIONS; (II) 

ENTERPRISES OF SIGNIFICANT SIZE WHICH, AT THE LEVEL OF EACH LEGAL ENTITY, SATISFY THE CRITERIA ENVISAGED BY CONSOB REGULATION 

NO. 20307 OF FEBRUARY 15, 2018; (III) “PUBLIC PROFESSIONAL CLIENTS”, AS DEFINED BY DECREE NO. 236 OF NOVEMBER 11, 2011 OF THE 

MINISTRY OF ECONOMY, IN ACCORDANCE WITH ARTICLE 35 OF CONSOB REGULATION NO. 20307 OF FEBRUARY 15, 2018, AND (IV) 

“PROFESSIONAL CLIENTS UPON REQUEST”, AS IDENTIFIED BY THE RELEVANT INTERMEDIARY IN ACCORDANCE WITH CONSOB REGULATION NO. 

20307 OF FEBRUARY 15, 2018 (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS “RELEVANT PERSONS”). ANY PERSON WHO IS NOT A 

RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS CONTENTS. THIS DOCUMENT IS NOT ADDRESSED TO ANY 

MEMBER OF THE GENERAL PUBLIC. UNDER NO CIRCUMSTANCES SHOULD THIS DOCUMENT CIRCULATE AMONG, OR BE DISTRIBUTED IN ITALY TO, 

ANY DISTRIBUTION CHANNEL, THROUGH WHICH INFORMATION IS, OR IS LIKELY TO BECOME, AVAILABLE WITH UNRESTRICTED ACCESS TO A 

LARGE NUMBER OF PERSONS, OR TO INDIVIDUALS OR ENTITIES WHO DO NOT FALL WITHIN THE DEFINITION OF QUALIFIED INVESTORS AS 

PREVIOUSLY SPECIFIED AND ARE NOT THEREFORE A RELEVANT PERSON. 

THIS DOCUMENT HAS BEEN PRODUCED INDEPENDENTLY OF SPACTIV S.P.A. (THE“COMPANY”) AND OF ITS TARGET COMPANY BETTY BLUE S.P.A.. 

IT HAS BEEN PRODUCED FROM PUBLICLY AVAILABLE SOURCES. ANY PROJECTIONS, FORECASTS,FORWARD-LOOKING STATEMENTS, OPINIONS AND 

EXPECTATIONS CONTAINED HEREIN ARE ENTIRELY THOSE OF Mediobanca - Banca di Credito Finanziario S.p.A. AND ARE GIVEN AS PART OF ITS 

NORMAL RESEARCH ACTIVITY. THE READER IS CAUTIONED THAT ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSE SET 

FORTH IN ANY PROJECTIONS, FORECASTS AND OTHER FORWARD-LOOKING STATEMENTS SET FORTH HEREIN. Mediobanca - Banca di Credito 

Finanziario S.p.A. HAS NO AUTHORITY WHATSOEVER TO MAKE ANY REPRESENTATION OR WARRANT ON BEHALF OF THE COMPANY, ITS 

SHAREHOLDERS, ANY OF ITS ADVISORS OR ANY OTHER PERSON IN CONNECTION THEREWITH AND NO INFORMATION CONTAINED HEREIN SHOULD 

BE RELIED UPON AS HAVING BEEN AUTHORIZED OR APPROVED BY THE COMPANY, BETTY BLUE S.P.A., OR ANY OTHER PERSON. WHILE ALL 

REASONABLE CARE HAS BEEN TAKEN TO ENSURE THAT THE FACTS STATED HEREIN ARE ACCURATE AND THAT THE PROJECTIONS, FORECASTS, 

FORWARD-LOOKING STATEMENTS, OPINIONS AND EXPECTATIONS CONTAINED HEREIN ARE FAIR AND REASONABLE, Mediobanca - Banca di 

Credito Finanziario S.p.A.HAS NOT VERIFIED THE CONTENTS HEREOF, AND, ACCORDINGLY, NONE OF Mediobanca - Banca di Credito Finanziario 

S.p.A., THE COMPANY OR ANY ADVISORS TO THE COMPANY NOR ANY OF THEIR RESPECTIVE DIRECTORS, OFFICERS OR EMPLOYEES, SHALL BE IN 

ANY WAY RESPONSIBLE FOR THE CONTENTS HEREOF, AND NO RELIANCE SHOULD BE PLACED ON THE ACCURACY, FAIRNESS, OR COMPLETENESS 



Elisabetta Franchi 
 

  

 

NOT FOR TRANSMISSION OR DISTRIBUTION, DIRECTLY OR INDIRECTLY,  INTO UNITED STATES, 

CANADA OR JAPAN OR AUSTRALIA TO ANY RESIDENT THEREOF OR INTO THE UNITED STATES, 

ITS TERRITORIES OR POSSESSIONS. 

02 December 2019  ◆  5 

 

OF THE INFORMATION CONTAINED IN THIS DOCUMENT. NO PERSON ACCEPTS ANY LIABILITY WHATSOEVER FOR ANY LOSS HOWSOEVER ARISING 

FROM THE USE OF THIS DOCUMENT OR OF ITS CONTENTS OR OTHERWISE ARISING IN CONNECTION THEREWITH. 

THIS DOCUMENT HAS BEEN FURNISHED TO YOU SOLELY FOR YOUR INFORMATION AND MAY NOT BE REPRODUCED, REDISTRIBUTED AND/PASSED 

ON TO, OR SHARED WITH, ANY OTHER PERSON, DIRECTLY OR INDIRECTLY. BY ACCEPTING THIS DOCUMENT, YOU AGREE TO BE BOUND BY THE 

FOREGOING LIMITATIONS. 
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Executive summary 
 

Accessible luxury: a large and fragmented market 

Elisabetta Franchi operates in the accessible segment of the personal luxury goods market, which is 

the part of the industry across the premium and the luxury market.  

Based on management indications, the reference market was worth €114bn in 2018 and has 

experienced a 2010-19 CAGR of 6%. Growth in accessible luxury is projected at 4-5% annually in the 

next years to reach €150-160bn by 2025.  

The accessible luxury market is more fragmented than the luxury market, with a number of players 

with a strong regional presence and few global brands that have historically experienced strong 

growth in retail/wholesale, depending on the features of each brand’s business model.  

Elisabetta Franchi is one of the most prominent players in the Italian accessible luxury apparel 

industry for women and one of the fastest growing companies. 

 

A young-spirited growing brand 

With FY18 revenues of c.€116m Elisabetta Franchi is still at the infancy of its international expansion, 

with c.60% of its FY18 revenues generated in Italy and c.22% generated in Europe. The brand has 

limited exposure to China and the US. 

The wholesale channel represented c.77% of 2018 revenues and includes both franchising mono-brand 

stores and multi-brand partners. E-commerce is the fastest growing channel, representing c.5% of 

sales. 

Retail footprint is still relatively small, with only 22 full price stores and 8 outlets, contributing 17.5% 

of FY18 revenues. 

The core category for Elisabetta Franchi is apparel, representing over 85% of revenues. 

 

A B2B model flirting with luxury and fast fashion 

Elisabetta Franchi’s business model is based on a lean operational structure offering full control over 

core strategic stages of the supply chain and maximising return on assets as manufacturing and 

distribution largely rely on third parties. As a matter of fact, Elisabetta Franchi uniquely blends the 

codes of accessible luxury, fast fashion, Made in Italy and wholesale distribution model. 

The value chain consists of the following main phases: product/collection design, selling campaign, 

sourcing, production, distribution and marketing. Key distinctive elements of the company’s business 

model are the following: 

 The brand launches six collections each year, as the traditional spring/summer and fall/winter 

collections are articulated in Pre, Main and Catwalk; 

 The manufacturing process - based on cut, trim and make, fully outsourced - has unique 

flexibility allowing for 3-4 weeks lead times for best selling items re-assortment, which in turn 

maximises full price sell-through for retail and wholesale partners;  

 An innovative and unique approach to digital. The designer is a powerful influencer. Social 

networks are used to increase product and brand visibility and build an interactive community 

around Ms Elisabetta Franchi’s character. In turn, communicating directly with the designer 

translates into greater customer engagement and more successful digital KPIs. 
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Strategy: internationalization and offering expansion 

Elisabetta Franchi’s strategy is primarily based on organic growth. The company is at the beginning 

of a new expansion plan. The new management is strengthening the organization to extract the full 

brand potential. This should support a sustainable long-term growth trajectory. 

This growth strategy leverages four main pillars, identified as follows: 

 Unleashing the full potential of the Italian market. The company plans to selectively open 

DOS, optimise its wholesale presence and strengthen shops-in-shop presence in department 

stores; 

 International expansion. In EMEA the plan is to open few selected mono-brand stores, 

potentially with direct retail presence (Germany, France and Spain), while synergies with 

Borletti Group should drive growth with department stores. High-potential markets - namely 

China and US - should be addressed selectively through partnerships later on; 

 Product offering: expand the existing range in accessories, footwear and handbags and 

introducing new product lines, also through licenses (i.e. eyewear and fragrances); 

 E-commerce development: the priority for the fastest growing channel should be the 

introduction of full omni-channel functionalities, the development of commercial agreements 

with multi-brand e-tailers and the launch of new platforms in Russia and social commerce (e.g. 

WeChat). 

 

Financials  

Key 2016-18 financials for Elisabetta Franchi (Betty Blue S.p.A.) 

 16/18 revenues grew at a 6.5% CAGR, exceeding €115m in 2018. This was due to a dynamic 

expansion in international markets and in direct distribution channels and product expansion 

to include handbags and accessories; 

 EBITDA was up from €19.3m in 2016 to €22.3m in 2018 (+7.5% CAGR), and the margin on sales 

expanded from 19.0% to 19.3% thanks to a positive channel mix and efficient opex 

management; 

 Net income was up from €11.1m in 2016 to around €15m at YE18; 

 Efficient NWC management, with trade WC at 30% of sales in 2018;  

 A positive NFP of €9.3m at YE18, improving from €1.8m at YE17, following a €10m dividend 

payment and €1.5m capex.  

 

Our 2018/22 forecasts  

 4Y revenue CAGR of approximately 7%, with revenues exceeding €150m at YE22, Adj.EBITDA 

growing from €22.3m to €29.5m in 2022 and the margin expanding from 19.3% in 2018 to 19.4% 

in 2022, 4Y net income CAGR of 6.1% and a healthy balance sheet, with the company expected 

to generate cash and pay dividend with a payout ratio in the 75% area. 
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Business combination with Spactiv 
Elisabetta Franchi plans to list on the AIM segment of the Italian Stock Exchange through a reverse 

merger of Spactiv S.p.A. and Betty Blue S.p.A.  

According to the terms of the transaction Spactiv is set to acquire a minority stake in Betty Blue (to 

be then renamed Elisabetta Franchi). 

The transaction value could range from a minimum of €63m to a maximum of €77.5m. 

 The condition for the transaction to be executed is that the percentage of withdrawals is 

below 30%. 

 Assuming 0% withdrawals, Spactiv is set to acquire a 39.7% stake of Betty Blue for a total 

consideration of €77.5m. Following this transaction Spactiv plans to (i) distribute excess cash 

for c.€14m before the merger takes place, (ii) group shares to maintain €9.93 value/share and 

(iii) execute a capital increase reserved to Spactiv’s sponsors (strike price €10/share) to 

restore the number of Special shares. 

 Assuming 30% less 1 withdrawals Spactiv is set to acquire a 32.3% stake in Betty Blue for a total 

consideration of €63m. No dividend, grouping of shares, nor capital increase are planned in 

this scenario. 

 If the percentage of withdrawals falls between 0% and 30% the transaction will encompass a 

blend of the above scenarios. 

The implied valuation is at €190m for 100% EV and Equity value of €195m representing a multiple of 

adjusted 8.2x EV/EBITDA and 8.9x EV/EBIT 2019, both calculated as per company guidance. 

The shareholders structure at the closing of the merger following the conversion of the first tranche 

of special shares is highlighted in the charts below. 

Figure 1: Shareholders structure with 0% withdrawals 

 

Source: Mediobanca Securities, Spactiv; assuming first tranche of special 

shares are converted upon business combination 
 

 
Figure 2: Shareholders structure with 30%(*) withdrawals 

 

Source: Mediobanca Securities, Spactiv (*)30% less 1 vote; assuming first 

tranche of special shares are converted upon business combination 
 

 

Warrants assignment will follow the details below: 

 At IPO, shareholders received 2 warrants every 10 shares, now listed on the Italian Stock 

Exchange; 

 At the merger 3 warrants every 10 shares will be assigned to Spactiv shareholders, with strike 

price of €9.5/share. 

Special shares conversion will apply as follows: 

 Conversion ratio of special shares into ordinary shares is 1:6; 

 35% of special shares will be converted upon business combination; 
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 The remainder will convert upon shares reaching €13.3/share within 5 years. This represents 

a friendlier approach compared to previous tranches (originally at €11/share, €12/share and 

13.3/share within 3 years). 

As a result, assuming that the share price reaches €13.3/share within five years and all warrants and 

special shares are converted, the shareholders structure would be as follows. 

  

Figure 3: Shareholders structure with 0% withdrawals (*) 

 

Source: Mediobanca Securities, Spactiv; * at €13.3/share 
 

 Figure 4: Shareholders structure with 30%(*)      
withdrawals(**) 

 

Source: Mediobanca Securities, Spactiv; (*)30% less 1 vote; (**)at €13.3/share 
 

 

Warrants allow shareholders to mitigate the dilution from special shares conversion. We show in the 

chart below the maximum dilution for shareholders following the business combination, assuming that 

they do not own / exercise warrants. 
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Spactiv Special 
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Gingi, 59.2%
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Spactiv Special 
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Figure 5: Dilution from warrants* and special shares conversion based on share price (€) 

 

Source: Mediobanca Securities; * assuming 0% withdrawals and post 35% special shares conversion upon business combination 
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Lock-up conditions: Major shareholders will be subject to the following conditions: 

 Gingi will have a 36 months lock-up from the merger; 

 Special shares shareholders will have a lock up of 12 months on ordinary shares from the 

conversion date, and no higher than 60 months from merger 

 20% of the special shares have 60 months lock-up period post business combination, even 

assuming that they can be converted 

 

Board of Directors will have nine members: 

 5 members appointed by Gingi, including CEO and 1 independent member; 

 4 members appointed by Spactiv special shares shareholder including 1 independent 

member. 
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Valuation criteria 

We have identified two key criteria to provide a fair valuation of Elisabetta Franchi: 

 a sector comparison, in which we identify a panel of comparable companies operating in the 

similar reference market and sharing business similarities with Elisabetta Franchi, as detailed 

below; and 

 a discounted cash flow model, which we would use to cross-check the sector multiples valuation. 

The company has a stable cash flow profile and mid-term estimates look predictable also due to 

the limited capex requirement of the business model. 

 

Sector comparison 

Elisabetta Franchi’s positioning in the accessible segment of the personal goods luxury market allows 

us to identify a panel of listed comparable companies, operating in different segments of the luxury 

goods industry. The common factor is the fact that they are mostly running mono-brand businesses, 

differences being related to product, geographic and channel mix of revenues. 

For this reason, we have included in our sample: Aeffe, Burberry, Canada Goose, Ferragamo, Hugo 

Boss, Moncler, SMCP and Ted Baker. 

Although we believe that Elisabetta Franchi shares some factors with the mentioned European 

branded goods companies (specifically, superior product quality, “made in” features, premium 

positioning and pricing power) it is smaller in size and still at early stage of its growth trajectory, 

as explained in the sections below. 

 

 

 
  

Figure 6: Elisabetta Franchi: Comparable companies main financials (2019-2021E) 

    SALES GROWTH YoY EBITDA EBITDA % 

Company CURR Country 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E 

Aeffe EUR ITA 345 358 375 -1% 4% 5% 43 49 53 12.5% 13.7% 14.2% 

Burberry  GBP UK 2,832 2,987 3,170 4% 5% 6% 645 712 788 22.8% 23.8% 24.9% 

Canada Goose  CAD CAN 1,034 1,263 1,504 25% 22% 19% 309 382 467 29.8% 30.2% 31.0% 

Ferragamo EUR ITA 1,376 1,437 1,504 2% 4% 5% 231 245 269 16.8% 17.1% 17.9% 

Hugo Boss EUR GER 2,858 2,951 3,071 2% 3% 4% 555 584 615 19.4% 19.8% 20.0% 

Moncler EUR ITA 1,616 1,832 2,028 14% 13% 11% 585 661 733 36.2% 36.1% 36.2% 

SMCP EUR FRA 1,132 1,263 1,376 11% 12% 9% 195 222 248 17.2% 17.6% 18.0% 

Ted Baker GBP UK 624 643 642 1% 3% 0% 77 83 81 12.4% 13.0% 12.7% 
 

Source: Mediobanca Securities, Thomson Reuters as of 26th November 2019 
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Figure 7: Elisabetta Franchi: Comparable companies main financials (2019-2021E) 

    EBIT EBIT % NET PROFIT NET PROFIT YoY 

Company CURR 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E 

Aeffe EUR 23 28 32 7% 8% 8% 11 16 19 -32% 41% 19% 

Burberry GBP 460 512 570 16% 17% 18% 358 399 446 5% 11% 12% 

Canada Goose  CAD 257 321 392 25% 25% 26% 189 235 286 25% 24% 22% 

Ferragamo EUR 143 162 182 10% 11% 12% 90 105 121 2% 16% 15% 

Hugo Boss EUR 333 357 385 12% 12% 13% 223 249 269 -6% 12% 8% 

Moncler EUR 486 554 621 30% 30% 31% 356 383 427 7% 7% 12% 

SMCP EUR 134 156 175 12% 12% 13% 72 90 109 14% 25% 22% 

Ted Baker GBP 42 45 46 7% 7% 7% 23 23 25 -55% 2% 5% 
 

Source: Mediobanca Securities, Thomson Reuters as of 26th November 2019 
 

Figure 8: Elisabetta Franchi: Comparable companies market multiples (2019-2021E) 

      EV/Sales EV/EBITDA EV/EBIT P/E 

Company Curr Mkt Cap 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E 

Aeffe EUR 200 0.7 0.7 0.6 5.4 5.4 4.2 7.9 10.1 7.2 11.9 17.6 12.4 

Burberry GBP 8,555 2.8 2.7 2.6 13.9 12.0 10.8 17.6 16.8 15.0 25.1 23.9 21.4 

Canada Goose  CAD 2,976 3.7 2.9 2.4 13.2 9.8 7.9 14.7 11.8 9.4 19.6 15.7 12.7 

Ferragamo EUR 2,988 2.1 2.0 1.9 13.1 12.2 11.3 18.8 19.7 17.1 33.8 33.1 28.4 

Hugo Boss EUR 311 1.1 1.1 1.0 6.3 5.4 5.1 8.7 9.1 8.4 12.6 13.3 11.9 

Moncler EUR 2,977 7.4 5.9 5.1 21.1 16.3 14.1 25.4 19.6 16.8 30.3 28.3 26.3 

SMCP EUR 10,081 1.1 1.0 0.9 7.0 6.0 5.1 9.0 8.8 7.2 13.3 11.6 9.3 

Ted Baker GBP 831 0.5 0.5 0.5 3.3 4.3 3.9 4.6 8.0 7.3 3.5 7.8 7.7 

Median   1.6 1.6 1.5 10.1 7.9 6.5 11.8 10.9 8.9 16.4 16.7 12.5 

Mean   2.4 2.1 1.9 10.4 8.9 7.8 13.3 13.0 11.1 18.8 18.9 16.3 

               

Elisabetta Franchi* 1.6 1.5 1.4 8.2 7.9 7.4 8.9 8.8 8.2 12.8 12.6 11.7 
 

Source: Mediobanca Securities, Thomson Reuters; prices as of 26th November 2019 

* Implied value in the business combination. EBITDA, EBIT and Net Profit are adjusted for non-recurring items 
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DCF Analysis 

We usually consider the discounted cash flow (DCF) model as a fair method to reflect the cash flows 

generated in the medium term. Given the high level of cash conversion of Elisabetta Franchi, we 

would consider this as the appropriate method to evaluate the company. 

We would base our DCF model on the following assumptions: 

 Detailed estimates until 2023, which we consider to be a sufficient length of time to capture 

the growth driven the mid-term strategy; 

 Terminal value calculated with a long-term growth rate of 2%; 

 To calculate the weighted average cost of capital (WACC), we would use a cost of equity of 

9.0% based on a 3% risk-free rate, a market premium of 4.0%, a beta of 1.5x, based on an 

unlevered beta for sector peers at 1.1x, adjusted for the size of the company; 

 Based on the company’s current leverage (100% Equity), a WACC of 9.0% would be obtained. 

 

 

 

 

  

Figure 9: Elisabetta Franchi’s Beta calculation 

 BETA LEVERED BETA UNLEVERED 

Aeffe 1.2 1.1 

Burberry 1.6 1.7 

Canada Goose 2.3 2.2 

Ferragamo 0.7 0.8 

Hugo Boss 0.6 0.6 

Moncler 0.7 0.7 

SMCP 1.0 0.8 

Ted Baker 1.0 0.7 

AVERAGE 1.2 1.1 
 

Source: Mediobanca Securities, Thomson Reuters , Companies’ data 
 

Figure 10: Elisabetta Franchi’s WACC calculation 

  

RISK FREE RATE 3.0% 

MARKET RISK PREMIUM 4.0% 

BETA 1.5x 

COST OF EQUITY 9.0% 

COST OF DEBT (NET) 2.0% 

E/(D+E) 100.0% 

D/(D+E) 0.0% 

WACC 9.0% 
 

Source: Mediobanca Securities, Thomson Reuters 
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Market overview 
Elisabetta Franchi operates in the accessible segment of the personal luxury goods market, which 

is the part of the industry across the premium and the luxury market.  

Based on management indications, the reference market was worth €114bn in 2018 and has 

experienced a 2010-19 CAGR of 6%. Growth in accessible luxury is projected at 4-5% annually in 

the next years to reach €150-160bn by 2025.  

The accessible luxury market is more fragmented than the luxury market, with a number of 

players with a strong regional presence and few global brands that have historically experienced 

strong growth in retail/wholesale, depending on the features of each brand’s business model.  

Elisabetta Franchi is one of the most prominent players in the Italian accessible luxury apparel 

industry for women and one of the fastest growing companies. 

 

Accessible luxury: a large and fragmented market 

Elisabetta Franchi operates in the accessible segment of the personal luxury goods market, which is 

part of the industry sitting across the premium and the luxury market. Accessible luxury customers 

are ready to pay a premium price compared to fast fashion and mass brands, as they are looking for 

high-quality products, recognisable styles, logos or brands that represent their own values. 

This positioning means that brands in the accessible luxury space are targeting premium fashion 

customers looking to elevate their shopping experience. At the same time, these brands are talking 

to luxury customers that are attracted by their values (such as social responsibility or the personality 

of the designer), a specific style or the attractiveness of the price/quality ratio. 

The table below shows the positioning of accessible luxury brands and Elisabetta Franchi within the 

well-known luxury pyramid. 

 

Figure 11: Luxury pyramid 

 

Source: Betty Blue management based on consultant reports  

 

Based on management indications, the reference accessible luxury market was worth €114bn in 2018 

and has experienced a compound annual growth rate of 6% over 2010-19. Growth in accessible luxury 

is projected at 4-5% annually in the next years to reach €150-160bn by 2025, primarily driven by 

demographics and middle class growth in emerging markets.  
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Key sector’s trends 

Some consumer trends are structural drivers of the accessible luxury sector, namely the allocation of 

a greater part of disposable income to apparel and accessories, an emerging middle class targeting 

attractive high-end clothes and accessories, and growth in global tourists and travellers’ spending.  

However, it is well known that consumers of fashion have changed their purchasing habits in terms 

of the way they shop, where they shop and how they communicate and share their preferences.  

We identify the following as recent trends that have reshaped fashion demand and required sector 

players to adapt their strategy to maintain and increase their customer base:  

 Greater sensitivity to value and increasing preference for mixing and matching across 

segments: today’s consumers have a “smart consumption” approach. They choose products for 

their outfit not just because of the brand and the pricing; they mix and match the same 

expensive outfit with cheap items, taking into consideration also the price of a product and 

the number of times they have worn it;  

 Brands positioned in the mid-market have been squeezed between the growth of fast fashion 

retailers and luxury apparel, generating market share and margin erosion, but at the same 

time creating opportunities to develop innovative and successful business models. The most 

important opportunity comes from the rationalisation of luxury brands’ second-lines. Many 

luxury brands have repositioned themselves and rationalised their sub-brands and second lines 

in order to protect their brand equity. This has left white spaces for the emergence of 

affordable luxury brands, primarily at the local level. Very few can now be considered global 

brands; 

 Research for newness: sharing passions and images through social media makes outfits old 

quickly and pushes fashion consumers to make more frequent changes in clothes. From the 

standpoint of a fashion brand, this drives a structural change - from a supply chain built around 

two seasons (spring/summer and fall/winter) to a fast fashion model, consisting of more than 

one drop within each season, offering more chances to capture the targeted consumers; 

 Thanks to social technologies, shopping has become more and more a real omnichannel 

experience, as a fashion purchase is mostly the outcome of a mix of online research, social 

networks and blogs. Today more than half of the customers are digitally influenced when 

purchasing a fashion item, and they have usually researched a product online before making a 

Figure 12: Accessible luxury market (€bn) 

 

Source: Betty Blue management based on consultant reports 
 

71
78

86 89 93

106 108 110 114
119

150-160

0

20

40

60

80

100

120

140

160

180

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019E 2025E

6% CAGR

4-5%

CAGR



Elisabetta Franchi 
 

  

 

NOT FOR TRANSMISSION OR DISTRIBUTION, DIRECTLY OR INDIRECTLY,  INTO UNITED STATES, 

CANADA OR JAPAN OR AUSTRALIA TO ANY RESIDENT THEREOF OR INTO THE UNITED STATES, 

ITS TERRITORIES OR POSSESSIONS. 

02 December 2019  ◆  17 

 

purchase. Social media and online blogs have an increasing influence on their purchase 

decisions.  

 Athleisure and Sportswear have substantially increased their market share in premium 

fashion, forcing traditional brands to diversify their offer with technical fabrics and focus on 

performance.  

 Outlet exposure is potentially a double-edged sword: on one hand, brands need a clearing 

channel to orderly reduce excess inventory from the main channel. On the other, too much 

outlet visibility is a risk for brand equity. If this is true for luxury players, it is even truer for 

premium fashion brands - we have seen ever-growing efforts to cut outlet exposure, especially 

in the US. 

 In accessible luxury, licenses are not as common as they are in luxury, also due to the fact 

that local brands are more appealing. As brands grow global, license for fragrances and 

eyewear can be developed. 

 Global brands can become more appealing than local brands. Generally speaking, we believe 

that global brands are more recognisable and have greater visibility and credibility among 

consumers as long as they offer a consistent brand experience, both online and offline. This 

has led to a push for brands to grow internationally and expand their global footprint beyond 

their core market. 

 

A leading player in a fragmented market 

The accessible luxury market is more fragmented than the luxury market, with a number of players 

with a strong regional presence and few global brands (such as Max Mara, Ralph Lauren and Sandro) 

that have historically experienced strong growth in retail/wholesale depending on the features of 

each brand’s business model. This provides substantial growth potential due to its fragmentation and 

international expansion and retail rollout opportunities.  

 

 

 

 

Figure 13: Selected accessible luxury players’ market share 

 

Source: Mediobanca Securities, Company data 
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Elisabetta Franchi is one of the most prominent players in the Italian accessible luxury apparel 

industry for women. Over the last three years, Elisabetta Franchi increased its market share in the 

global space, outgrowing the market with a 6.5% CAGR in 2016-19E vs. 3.3% estimated for the industry.  

Growth in the past couple of years has relied on traditional channels, categories and markets, as the 

brand is at the beginning of a multi-year development story.  

Figure 14: Selected Italian accessible luxury brands (18) 

 

Source: Mediobanca Securities, Company data 
 

 
Figure 15: Elisabetta Franchi’s revenues outperformance 

 

Source: Mediobanca Securities, Company data 
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A young-spirited growing brand 

With FY18 revenues of c.€116m Elisabetta Franchi is still at the infancy of its international 

expansion, with c.60% of its FY18 revenues generated in Italy and c.22% generated in Europe. 

The brand has limited exposure to China and the US. 

The wholesale channel represented c.77% of 2018 revenues and includes both franchising mono-

brand stores and multi-brand partners. E-commerce is the fastest growing channel, representing 

c.5% of sales. 

Retail footprint is still relatively small, with only 22 full price stores and 8 outlets, contributing 

17.5% of FY18 revenues. 

The core category for Elisabetta Franchi is apparel, representing over 85% of revenues. 

 

 

A leading player in the Italian womenswear market 

With FY18 revenues of €116m, Elisabetta Franchi is an international brand, although it cannot be 

considered global yet. The company is active in c.60 countries, with a distribution network of 88 

mono-brand stores at YE 2018, mainly concentrated in Europe, the Middle East, Russia and Asia. 

Italy is the largest market for the brand, accounting for 60% of 2018 revenues. Europe represents 

c.22% of total revenues, and the rest of the world represents c.17%. 

Within Europe, the most relevant markets are France, Spain and Eastern Europe. 

The largest markets outside Europe are the ex-USSR countries and the Middle East. Following the 

closure of a store in Hong Kong last year, Elisabetta Franchi does not have stores in Greater China. 

After the initial development in the domestic market, the brand expanded through store openings 

across different international cities, including Moscow, Hong Kong and Paris, where it had a direct 

presence, and Madrid, Athens, Lisbon, Amsterdam, Vienna and Warsaw through a franchise model.  

Among the other geographies, the Middle East and Russia are home to 28 mono-brand Elisabetta 

Franchi stores, with boutiques located in Dubai, Riyadh, Minsk and St. Petersburg, among others. 

 

 

Figure 16: Elisabetta Franchi - Revenues by geography (2018) 

 

Source: Company data 
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Product offer focused on apparel, with accessories complementing the 
total look 

The company’s offer focuses on apparel, which accounts for c.90% of its annual revenues. Of these 

revenues, dresses account for one-third. However, over the past years, the company developed other 

product categories, such as handbags and footwear, to provide a “total look” offer to its more loyal 

clientele. 

 

 

  

Figure 17: Elisabetta Franchi  - Revenues by product category (2018*) 

 

Source: Mediobanca Securities, Company data based on S/S2018 + F/W 2018 
 

Figure 18:  Elisabetta Franchi- Product offering and percentage of total revenues (SS 2018+ FW 2018)  

 

Source: Company data 
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A traditional wholesale set-up 

Elisabetta Franchi distributes its products through three channels, leveraging a network of DOS as 

well as stores operated by third parties. The bulk of its revenues comes from the wholesale channel, 

accounting for c. 77% of FY18 revenues, while c.18% is generated by retail and c. 5% by e-commerce.  

 

 

As far as the wholesale channel is concerned: 

 80% of revenues (or 62% of FY18 revenues) are generated by a selection of 1,100 multi-brand 

retailers. Based on S/S 2020 orders more than 500 are located in Italy, 393 in Europe, 92 in ex 

USSR, 22 in Middle East, 39 in Asia and 37 in US. The remaining 20% (or 15% of total sales) is 

generated by 58 mono-brand franchise stores, of which 8 are located in Italy. 

Figure 20:  EF # Franchising stores by category (%) 

 

Source: Mediobanca Securities, Company data 
 

 
Figure 21: EF # Franchising stores by geography (%)  

 

Source: Company data 
 

 

 Within the wholesale channel, Italy accounts for the lion’s share, accounting for >50% of the 

channel’s revenues (52% in FY18), with the remaining half almost equally split between the EU 

and Extra EU. Note that revenues generated in FY18 by the Hong Kong store are considered 

wholesale revenues, based on Betty Blue S.p.A accounts. 
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Figure 19: Elisabetta Franchi- Revenues by distribution channel (2018) 

 

Source: Company data 
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The retail channel accounted for 17.5% of the brand’s revenues as of 2018 and posted strong double-

digit growth over the last two years. This channel leverages a store network of 21 full-price DOS and 

8 outlets, mainly concentrated in Italy.  

The network of full-price DOS abroad includes Paris, Moscow and a corner at Galeries Lafayette in 

Berlin. 

E-commerce distribution consists of the e-shop website launched in 2010. The platform, initially 

designed to address the Italian market, was subject to a restyling process starting from 2012, with 

support extended to new devices such as tablets. In addition to technical improvements, the brand 

invested in content optimisation and introduced new appealing features, including a “catwalk video” 

for every product in the collection. On this channel, it is worth highlighting the following peculiarities: 

 The online business still keeps a domestic nature (c. 70% of FY18 online revenues were 

generated in Italy), and growth potential in international markets has still to be exploited; 

 The product offering focuses on apparel, which accounts for 80% of online sales, but handbags 

and other accessories are over-indexed in this channel compared to the company’s average, 

as they generate the remaining 20%;  

 Almost 90% of online sales are full-price revenues, while the outlet is a small but growing part 

of the digital channel. 

 

Figure 23: EF online by geo (17-18) 

 

Source: Mediobanca Securities, Company data 
 

Figure 24: EF online by product (17-18) 

 

Source: Mediobanca Securities, company data 
 

Figure 25: EF online by POS (17-18) 

 

Source: Mediobanca Securities, company data 
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Figure 22: Elisabetta Franchi- Wholesale revenues by geography (2018) 

 

Source: Mediobanca Securities, Company data 
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A B2B model flirting with luxury and fast fashion 
Elisabetta Franchi’s business model is based on a lean operational structure offering full control 

over core strategic stages of the supply chain and maximising return on assets as manufacturing 

and distribution largely rely on third parties. As a matter of fact, Elisabetta Franchi uniquely 

blends the codes of accessible luxury, fast fashion and the wholesale distribution model. 

The value chain consists of the following main phases: product/collection design, selling 

campaign, sourcing, production, distribution and marketing. Key distinctive elements of the 

company’s business model are the following: 

 The brand launches six collections each year, as the traditional spring/summer and 

fall/winter collections are articulated in Pre, Main and Catwalk; 

 The manufacturing process - based on cut, trim and make fully outsourced - has unique 

flexibility allowing for 3-4 weeks lead times for best selling items re-assortment, which in 

turn maximises full price sell-through for retail and wholesale partners;  

 An innovative and unique approach to digital. The designer is a powerful influencer. Social 

networks are used to increase product and brand visibility and build an interactive 

community around Ms Elisabetta Franchi’s character. In turn, communicating directly with 

the designer translates into greater customer engagement and more successful digital KPIs. 

 

Elisabetta Franchi’s business is primarily based on the wholesale B2B model. It is based on a lean and 

flexible supply chain, as the company focuses on the development of new styles and materials supply 

and quality checks, while outsourcing the more labour- and capital-intensive production phases (cut, 

make/sew, trim and pack).  

The chart below illustrates different phases of the company’s entire value chain. 

 

 

1. Style, design and product development 

The design phase - led by Ms Elisabetta Franchi herself – is performed internally and is a key 

differentiating element of the brand, as it reflects a distinctive and recognisable style, benefitting 

of the founder’s unique experience and skills. 

The process starts with an analysis of inputs from multiple customers’ touch-points, including the 

previous season’s orders, best-selling items and retail performances. This allows to identify trends, 

styles and potential demand for new products. 

Figure 26: Elisabetta Franchi’s value chain  
 

 

 

 
 

 

 
 

 

 
 

 

Source: Mediobanca Securities, company data 
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This analysis supports the definition of the collection’s “must have” as well as the “mood” of the 

season. The team defines the general features of the new collection, including the selection of SKUs, 

product categories, materials and price range. On that basis, the design team, with the support of 

the creative team, elaborates the drawings of the collections. Subsequently the team realises the 

samples, defining the selection of fabrics, materials, colours, prints, etc.  

This phase is completed between the months of June and December of the year preceding the launch 

of the fall/winter collection, while for the spring/summer collection, the reference period is January-

May of the previous year.  

Each season’s collection involves c.800 SKUs, deriving from an original sampling of about 1,700 items 

per year. 

 

2. Collection presentation and selling campaign 

Elisabetta Franchi’s production calendar is largely influenced by the prominent wholesale exposure, 

which requires collections to be presented months before they hit stores. As collections are designed 

and prototypes receive the final approval, the entire set is replicated externally in multiple series 

and delivered to showrooms managed directly or by third parties.  

The brand launches six collections each year, as the traditional spring/summer and fall/winter 

collections are articulated in Pre, Main and Catwalk. The timing and relative size of the collection 

selling campaigns are provided in the figure below.  

Elisabetta Franchi is one of the few brands positioned in the accessible luxury space that decided to 

have fashion shows since 2014. This is a major differentiating element as it provides: (i) an effective 

marketing tool that increases the visibility of the brand; (ii) and engagement tool as it offers the 

possibility to host top customers, wholesale partners alongside celebrities at the events; (iii) it 

elevates the brand as it celebrates the fashion content and increases the credibility in the (accessible) 

luxury space. Among brands with same positioning and similar commercial approach Michael Kors is 

probably the most relevant. 

Currently, Elisabetta Franchi’s collections comprise approximately 800 items in total, divided into 20 

categories. In greater detail: 

 The “Pre” collection includes 45% of total items on average and accounts for 55% of revenues. 

It is characterised by pieces for everyday life, featuring a simple and essential fit, but 

sophisticated at the same time;  

 

Figure 27: Elisabetta Franchi collections – selling campaigns and relative size 

 

 
 

 

Source: Elisabetta Franchi; the size of the bubbles represents the relative size of collections (% of sales) based on SS19 and FW19 selling campaigns. 
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 The “Main” collection includes 35% of total items and represents 35% of total revenues. The 

offering is focused on more sophisticated items, realised with the use of special materials, 

embroidery and accessories. The final look is, thus, more sophisticated and exclusive;  

 The “Catwalk” collection accounts for the remaining 20% of items and 10% of revenues. It is 

a collection of unique pieces characterised by many details and special materials. 

Figure 28: EF Revenues by collection (%) (2018) 

 

Source: Mediobanca Securities, company data 
 

 Figure 29: EF # items by collection (%) (2018) 

 

Source: Mediobanca Securities, company data 
 

 

The collections are presented to franchisees, the Italian and international sales force, agents and 

distributors and store managers. To complete the collections, the merchandise department provides 

look books and visual books to better display the collections and maximise their commercial success. 

The selling campaign takes place either in showrooms in Milan and Moscow or in the showrooms 

managed by third parties. At the presentation, the commercial team receives initial feedback from 

the market. Specifically: 

 The Milan showroom collects orders from multi-brand clients located in north-eastern and 

north-western Italy, as well as from foreign clients benefiting from a direct relationship with 

the brand (no intermediaries), key franchisees and all DOS; 

 The Moscow showroom assists the majority of wholesale clients in the former USSR, including 

the Baltic region.  

The average duration of the selling campaign is 6/7 weeks for the “Pre” collection, 5/6 weeks for the 

“Main” collection and 4/5 weeks for the “Catwalk” collection. 

 

3. Sourcing, production and logistics 

Elisabetta Franchi does not directly operate industrial facilities, and the entire manufacturing process 

is externalised, as it often happens in the Italian fashion industry. As a consequence, raw material 

sourcing and quality checks are crucial to ensure quality and high customer satisfaction. 

The company’s supply can be divided into two major areas: 

 Industrial sourcing (65% of sales) comprises the outsourcing of cut, make and trim, where a 

network of independent workshops receives designs, fabrics and materials directly from the 

company with instructions on how to produce the goods. This part of the supply is 100% made 

in Italy. 

 Finished product sourcing (35% of sales) includes products such as denim, accessories, shoes, 

leather goods and jewellery, where the entire production is completely outsourced. For this 

part of the supply, 60% is made in Italy, while 40% is sourced internationally. 
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Material and finished goods sourcing  

The majority of raw materials are supplied once the orders gathered during the selling campaign are 

received. In addition, fabrics are typically used for more than one creation, in order to optimise 

sourcing and production activities.  

Finally, a portion of the production is carried out on the basis of planning regarding potential future 

orders and the product mix. This step is crucial for the assessment of items to be produced and the 

corresponding need for raw materials required to complete the process. Elisabetta Franchi sources 

materials from a network of suppliers that have a long-standing relationship with the company. 

Specifically, the partnership is regulated by regular supply contracts, allowing to place specific orders 

for each selling campaign. As per company management, Elisabetta Franchi’s supplier network has 

significant potential to increase volumes without any supply constraints, while the company is 

constantly exploring new potential manufacturers that could strengthen the supply chain. 

The supply network is organised as follows: 

 Fabrics: in 2018, Elisabetta Franchi had 87 fabric suppliers, mostly located in Italy (83 in 2017); 

 Other materials: in 2018, the company had 75 suppliers of other materials (70 in 2017); 

 Finished products: they are mainly sourced in Italy (81% of the total value in 2018 and 83% in 

2017) from a network of 84 suppliers. 

The chart illustrates the concentration of suppliers based on the percentage of the total value 

attributed to the top five and top ten suppliers by value. 

 

 

 

 

 

 

 

 

 

Figure 30: Elisabetta Franchi manufacturing process 

 

Source: Mediobanca Securities, company data 
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Cut, make and trim production through sub-contractors 

Elisabetta Franchi focuses on the development of styles, material sourcing and quality control (both 

on raw materials and on finished products). The actual production is outsourced to a network of 24 

medium-sized workshops in Italy, located at a short distance from the company’s headquarters.  

Cut, make, sew and trim are the most labour- and capital-intensive activities in the value chain, and 

a strong and flexible relationship is crucial for Elisabetta Franchi’s success. As a matter of fact: 

 The top five workshops represented 38% of the supply in 2018 (34% in 2017); 

 The top ten workshops represented 64% of the supply in 2018 (59% in 2017); 

 The relationship is based on long-term framework contracts that grant flexibility, scalability 

and high sustainability standards. 

 

Centralised logistic approach integrated with Italian supply chain 

In order to organise the entire supply chain, Elisabetta Franchi boasts centralised logistic activity, 

directly managed by the Bologna headquarter. Deliveries are carried out three times per week, and 

in any case no later than 2 days after receiving orders.  

For the distribution activity, the company leverages 5 specialised warehouses, of which 4 are directly 

operated and one is outsourced: 

 Fabrics and raw material warehouse: Elisabetta Franchi operates a dedicated warehouse 

located in the Bologna headquarter for inbound quality checks and fabrics stocking. The facility 

sorts and delivers products to its local manufacturing suppliers; 

 Finished products: Elisabetta Franchi operates a warehouse in the Bologna headquarter 

dedicated to quality inspections, fitting checks and finished products storage. From here, 

orders are processed and delivered to either Italian clients (direct and wholesale clients) or 

the other warehouses; 

 Reorders/re-assortments and returns: The warehouse is located close to the headquarter in 

Bologna and processes returns and re-assortments for both direct channel and wholesale; 

 Outlet: Elisabetta Franchi operates a dedicated warehouse for the secondary channel in 

Ancona, Italy; 

 International supply: the company leverages a third-party-operated facility close to its 

headquarters, dedicated to the supply of products to international distribution channels. 

Figure 31: Share of total attributed to top 5 and top 10 suppliers 

 

Source: Mediobanca Securities, company data 
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In-season re-assortment flexibility is a competitive advantage 

The manufacturing process highlighted above, provides unique flexibility allowing for 3-4 weeks lead 

times for best selling items re-assortment. Indeed, at the beginning of the season, based on order 

collection trends, the volumes of the most successful items can be increased. In addition, as soon as 

sell-out data become available, Elisabetta Franchi can increase manufacturing volumes for best 

selling items and make them available through the logistic center to: 1) online customers, ii) retail 

stores and iii) wholesale accounts. 

The result is that more best-selling items can be allocated to the stores (retail stores are prioritised), 

the marketing and social media campaigns are coordinated and full price sell-through can be 

maximised. 

 

4. Distribution  

The commercialisation of Elisabetta Franchi’s products is carried out through 3 channels: wholesale, 

retail and e-commerce: We provide below some key highlights of the different channels. 

a) Wholesale channel 

The bulk of Elisabetta Franchi’s revenues come from the wholesale channel. Orders for the 

wholesale channel are collected in showrooms through agents and distributors.  

There are two main showrooms, in Milan and Moscow. The first showroom opened in 2013 in 

the heart of the fashion district in Milan. The building is a 950sqm six-floor facility, which can 

host up to 3 collections at the same time. The showroom in Moscow, which opened in 2018, is 

located in the central area of the city and has an exhibition space of c.250sqm. 

 

b) Agents and distributors are crucial to the wholesale model 

Elisabetta Franchi leverages a network of 16 agents and 10 distributors. The relationships are 

based on long-term agreements providing exclusivity for every reference area and requesting 

dedicated showrooms for collections. Both agents and distributors receive specific guidelines 

by the company, including minimum orders, return conditions, provisions (for agents), 

discounts and payment terms (for distributors). 

The Italian market is mainly covered by a network of agents operating at the regional level, 

although one region is assigned to a unique distributor with a long-staniding relationship with 

the brand. 

Agents are also active in key European markets, with the exception of Benelux, Portugal and 

Greece, where exclusive local distributors operate their own showrooms. 

 

c) Mono-brand store network 

In terms of points of sale, Elisabetta Franchi distributes through a network of 1,100 multi-

brand and, as of FY2018, 88 mono-brand stores that effectively cover Italy, part of Europe, 

the former USSR and the Middle East. Of these 22 were full-price DOS, 8 outlets and 58 were 

franchises. 

North America and Asia Pac, including Greater China, are whitespaces for the company. 

Multi-brand stores are carefully selected, and their suitability is assessed according to store 

design, brand mix, position, financial solidity and managerial competency required by the 

commercial direction of Elisabetta Franchi. 

Overall, the indicative exposure of mono-brand stores is provided in the map below. 
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The gross store openings by channel and by geography since 2007 is reported in the charts below and 

confirms that in the past few years the company has developed the ability to accelerate its retail 

footprint, opening more than 10 mono-brand stores/year. 

 

Figure 33: EF mono-brand gross store openings by 
channel (2007-19) 

 

Source: Mediobanca Securities, Company data; 2019 as of the date of the 

Disclosure Document 
 

 Figure 34: EF mono-brand gross store openings by 
geography (2007-19) 

 

Source: Mediobanca Securities, Company data; 2019 as of the date of the 

Disclosure Document 
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Figure 32: EF mono-brand store distribution 

 

Source: Company data, for illustrative purposes 
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5. An innovative approach to digital 

Elisabetta Franchi’s approach to digital is fairly unique. The communication strategy and its success 

across younger customer groups and millennials put the brand closer to a digital native brand, rather 

than traditional retail banners. Indeed, Ms Elisabetta Franchi is a powerful influencer as much as she 

is a great designer. 

Social networks are used simultaneously to increase product and brand visibility, to convey positive 

values and to build an interactive community around the designer’s character. In turn, communicating 

directly with the designer translates into greater customer engagement and more successful digital 

KPIs. 

The brand potential is best represented by the chart below where we have plotted the # of Instagram 

followers of selected comparable peers and their estimated revenues as of the last fiscal year. 

Elisabetta Franchi stands out as the one brand where the fame and popularity of its charismatic 

designer is not yet recognized into revenues. 

 

Figure 35: Elisabetta Franchi - Instagram followers* 

 

Source: Mediobanca Securities; company data * by age and gender 
 

 
Figure 36: Elisabetta Franchi - Instagram KPIs 

 

Source: Mediobanca Securities, Instagram 
 

The entire website of Elisabetta Franchi focuses on brand image and communication. It includes 

editorial content and inspirational pictures to showcase the collections. This allows selecting products 

in just a few clicks and increases conversion rates. An instance in point is the fact that on the website 

Elisabetta Franchi introduced “video catwalk” for each product. 

A dedicated corporate section has been designed to boost engagement and loyalty, as it contains 

news about Ms. Elisabetta Franchi and includes Social Walls for Instagram content associated with the 

brand’s official channel and for the #EFlovesanimals initiative. 

From a digital sales standpoint, Elisabetta Franchi developed an e-commerce platform in partnership 

with FiloBlu. Key milestones in e-commerce development are: 

 2010 – Digital store launch in Italy; 

 2016- Digital store launch in Europe; 

 2015 – Digital store re-styling;  

 2017 – (i) Alignment of online-offline commercial plan; (ii) launch of Elisabetta Franchi outlet 

e-store; (iii) launch of multi-stock warehouse management with real-time product availability 

systems for both e-commerce and brick-and-mortar stores and (iv) integration of online shop 

with FiloBlu’s business intelligence suite; 

 2018 - Second re-styling of the website and launch of basic omni-channel (ipad in store); 
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 2019 - Launch of mobile app, omni-channel and CRM. Among the omnichannel features, we 

would call out the “out-of-stock notification” system, which informs Elisabetta Franchi 

customers when items are available once again in their chosen size and colour. From an 

omnichannel point of view, on every product profile on the website, it is possible to get up-

to-date details on availability not only online but also in Elisabetta Franchi brick-and-mortar 

stores; 

 In order to promote ever-greater communication between the brand’s online channel and its 

offline network, a loyalty scheme has been integrated into the system. It enables the platform 

to recognise Elisabetta Franchi Black Card holders and offer them the same exclusive services 

as in boutiques; 

 Languages available on the e-commerce version are Italian, English, French, Spanish and 

German. Moreover, online sales were extended to new countries, including Germany, France, 

the UK, Spain, Portugal, Ireland, Luxembourg and Russia. 

 

  



Elisabetta Franchi 
 

  

 

NOT FOR TRANSMISSION OR DISTRIBUTION, DIRECTLY OR INDIRECTLY,  INTO UNITED STATES, 

CANADA OR JAPAN OR AUSTRALIA TO ANY RESIDENT THEREOF OR INTO THE UNITED STATES, 

ITS TERRITORIES OR POSSESSIONS. 

02 December 2019  ◆  32 

 

Strategy: internationalization and offering expansion 
Elisabetta Franchi’s strategy is primarily based on organic growth. The company is at the 

beginning of a new expansion plan. The new management is strengthening the organization to 

extract the full brand potential. This should support a sustainable long-term growth trajectory. 

This growth strategy leverages four main pillars, identified as follows: 

 Unleashing the full potential of the Italian market. The company plans to selectively open 

DOS, optimise its wholesale presence and strengthen shops-in-shop presence in 

department stores; 

 International expansion. In EMEA the plan is to open few selected mono-brand stores, 

potentially with direct retail presence (Germany, France and Spain), while synergies with 

Borletti Group should drive growth with department stores. High-potential markets - 

namely China and US - should be addressed selectively through partnerships later on; 

 Product offering: expand the existing range in accessories, footwear and handbags and 

introducing new product lines, also through licenses (i.e. eyewear and fragrances); 

 E-commerce development: the priority for the fastest growing channel should be the 

introduction of full omni-channel functionalities, the development of commercial 

agreements with multi-brand e-tailers and the launch of new platforms in Russia and social 

commerce (e.g. WeChat). 

 

Historical milestones 
We summarize below the key historical milestones of the company, starting from the establishment 

of Betty Blue S.p.A.  

 1998: Betty Blue S.p.A. is founded in Bologna. The company starts its activity using the brand 

“Celyn B”;  

 2003: Opening of the first mono-brand store in Florence; 

 2008: Opening of the Bologna Headquarter following two years of restructuring. Logistics 

process is carried out within the headquarter; 

 2010: Launch of the on-line channel; 

 2011: The company transfers its warehouse and logistic centre in a building near the Bologna 

headquarter;  

 2012: Beginning of the rebranding process with the launch of the new brand “Elisabetta 

Franchi”. Opening of the eighteenth mono-brand boutique, located in Milan; 

 2013: Opening of the Milan showroom with the objective of connecting Elisabetta Franchi with 

the international markets; 

 2014: First catwalk for the Milan Fashion Week; 

 2016: Extension of the online channel to EU market; opening of a mono-brand store in Moscow; 

 2017-2018: Opening of mono-brand stores in international cities, such as Paris (2017) and 

Naples (2017); 

 2018: Opening of the Moscow Showroom.  
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Key drivers for future growth 
Elisabetta Franchi is at the beginning of a new expansion phase. The new management is 

strengthening the organization to extract the full brand potential. This should support a sustainable 

long-term growth trajectory. 

The strategy encompasses four main organic growth pillars, that we analyse in the following sections: 

 Unleashing the full potential of the Italian market; 

 Strengthening the brand’s positioning in international markets; 

 Expansion of product offering;  

 Sustained growth in e-commerce channel. 

 

Italy: a solid and highly performing market  

Elisabetta Franchi is already well established in the domestic market, which accounts for 60% of FY18 

revenues. The market still offers untapped potential for the brand that could be extracted leveraging 

the growing awareness and influencing power of the designer in Italy. Growth-enhancing actions 

should be implemented on all three key channels. Actions to extract the full brand potential include: 

 Optimization of the existing multi-brand wholesale network with the aim of increasing the 

average order per clients and strengthen the brand positioning; 

 Elevate the distribution network through: (i) opening of selected DOS, (ii) refurbishment and 

enlargement of existing stores, and (iii) exploring the potential conversion of high-growth 

potential franchises; 

 Thanks to its partnership with Filoblu omni-channel services and functionalities should be 

available to con sumers in order to better exploit cross selling synergies with the physical 

store network; 

 A presence of shop-in-shops in key department stores might also be taken in consideration. 

 

Growth in retail based on store concept and operational optimization 

As c.90% of directly operated stores are in Italy and they represent 94% of retail sales, or about one 

third of Italian sales, growth in the home market will strongly depend on its retail performance. 

To support retail channel development, Elisabetta Franchi has defined a store concept with a 

welcoming format with an elegant design based on clean and essential lines. Furniture and materials 

are carefully chosen to reflect the brand’s values: smoked glass, see-through surfaces, fabrics, metal 

and dim lighting to create an emotional, feminine atmosphere. We show below Elisabetta Franchi 

retail concept. 

In order to drive retail excellence, Elisabetta Franchi introduced tools to further increase productivity 

of the retail network. The system provides access to quantitative and qualitative data gathered across 

multiple touch-points, allowing to monitor and evaluate performance according to relevant KPIs: 

 Financial Performance: one of the key metrics is the size of proceeds at store level. This 

allows to identify the best performing points of sales, as well as the underperformers which 

might require additional efforts or investment; 

 Store efficiency: to complement insights coming from financial metrics including footfall, 

opening hours, workforce efficiency and effectiveness of showcases. This provides a more 

comprehensive picture and highlights the weakest spots of physical stores; 
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 Collection appeal: to measure the success of new collections and performance of specific 

products the company keeps a record of best sellers, slow movers and conversion rate; 

 Customer behaviour: assessment of consumer purchasing behaviour and spending power is 

the last variable entering the performance function.  

 

 

International Expansion 

The main commercial initiatives and projects include a better definition of pricing policy according 

to geography and product category, a specific strategy by product and merchandising to tap in new 

markets, with particular focus on US and Far East. In terms of expansion in main distribution channels, 

the strategy differs based on the targeted markets: 

 In EMEA few selected mono-brand stores are planned to be opened in Germany, France and 

Spain, while the retail presence should be strengthened also through shop in shops in department 

stores. Today the company operates one shop-in-shop in Galeries Lafayette in Berlin (Germany), 

which is providing insights on the brand potential in the region. In wholesale the expansion will 

occur through both the multi-brand and the mono-brand channel in selected key cities. On top 

of the main capitals in Europe, that are already covered with mono-brand, mostly franchising, 

Elisabetta Franchi might consider opening stores in tourist destinations such as Balearic Islands 

or French Riviera. 

 In Asia the company is looking for a strategic partner to jointly develop the presence in China, 

envisaging the opening of new DOS and franchise stores, as well as the development of an e-

commerce platform for the local market. 

 In US, where Elisabetta Franchi currently has limited presence, the company might consider 

opening mono-brand stores and corners in selected department stores and partnership with e-

tailer for the on-line business. 

 

 

 

Figure 37: Elisabetta Franchi Retail Concept 

 

Source: Mediobanca Securities, Company data 
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As far as the expansion of the wholesale business in department stores is concerned, the synergies 

with Borletti group are relevant, and might open doors not developed yet. Indeed, the key 

competitive advantages of the shareholding structure following the business combination, would be: 

 Connections with department stores managers and key people; 

 Greater know-how on KPIs and requirements from department stores in order to increase brand 

visibility and sell-out; 

 International retail know-how to optimise operations and best-practices. 

Today, Elisabetta Franchi’s presence in department stores is limited compared with both Italian and 

international competitors, as highlighted in the table below. 

Figure 38: Elisabetta Franchi Strategic international expansion  key highlights 
 

 
 

 

 

Source: Mediobanca Securities, Company data 
 

Figure 39: European department store presence – selected peers 

 

Elisabetta 

Franchi 
Twinset Pinko Sandro Maje Isabel Marant 

La Rinascente NO NO YES YES YES YES 

Excelsior YES NO NO NO NO YES 

Galeries Lafayette YES YES YES YES YES YES 

Le Bonmarché NO NO NO NO YES YES 

Printemps NO NO YES YES YES YES 

KaDeWe NO YES YES YES YES YES 

Breuninger NO NO YES YES YES YES 

Peek Cloppenburg NO NO YES NO NO NO 

Harrods NO NO YES YES YES YES 

Selfridges NO NO YES YES YES YES 

Harvey Nichols NO NO YES YES YES YES 

El Corte Inglés NO NO YES YES YES NO 
 

Source: Mediobanca Securities, Company data 
 

EXPLOIT FULL POTENTIAL OF 

ITALIAN MARKET
Strengthen wholesale network, expand

commercial footprint in main cities

STRENGTHEN AND EXPAND EMEA
Complete the European network with 

opening in new high-potential destinations

OPEN US MARKET
Enter the US market through

mono-brand store openings and 

presence in department stores

GROW NETWORK IN CHINA
Penetration in the Chinese market through

new openings and JD/distribution

agreements
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One of the key benefit of greater department store exposure is that they provide even greater 

visibility with international tourists, including Chinese and Americans. Winning those customers would 

be crucial to support international store roll-out particularly in Asia Pacific, as well as exploring the 

potential of new channels such as travel retail (so far the brand only has one store in Orio al Serio 

Airport, that is mainly European travellers). 

 

Product range expansion 

Elisabetta Franchi plans to expand the product range with additional categories to the existing one, 

enriching its offering to meet different and new consumers’ needs and tastes. For this reason, key 

actions will include: 

 Optimization of existing products, including accessories, footwear and handbags; 

 Introduction of new product lines, extending the offering with the ambition to grow the smart 

everyday work category, growth of its offering with casual weekend starting with 

spring/summer collection 2021 and activewear starting from fall/winter 2021; 

 New license agreements might be considered to develop eyewear and fragrances lines. Those 

projects require 12-18 months to develop, hence the potential timing for launches is beyond 

2022. They might be extremely powerful to build the brand equity even if the size might look 

small. On this regard, we highlight that while not common in accessible luxury there are 

similar-sized brands with licenses (e.g. Zadig & Voltaire fragrances). 

 

 

 

 

 

 

 

 

Figure 40: Elisabetta Franchi - Expansion of product offering 
 
 

 

 
 

 

Source: Mediobanca Securities, company data 
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E-commerce channel a larger and fast-growing opportunity 

 

a) Direct online strategy 

E-commerce is the fastest growing channel for Elisabetta Franchi and should underpin the growth 

strategy of the brand since the introduction of the e-shop website in 2010. The platform, initially 

designed to address the Italian market, was subject to a restyling process starting from 2012, with 

support extended to new devices such as tablets. 

In order to support the swift development of mobile devices and the evolution in the digital world, 

the company designed and introduced the new “elisabettafranchi.com” website in 2018, extending 

the navigation to include the corporate site. 

The more-than-doubled revenue stream stemming from the e-commerce channel achieved over the 

last two years is the result of recent investments and projects to enhance appeal and functionality 

of the online channel. Among the key projects to support organic e-commerce growth, we highlight:  

 Graphical restyling with the integration of social channels and virtual showcase aligned with 

those present in physical boutiques;  

 Development of CRM system allowing the classification of all the subscribed customers 

according to average ticket in “Diamond” and “Bronze” category. Leveraging this 

classification, the brand is able to implement personalized strategies to engage customers, 

among which automated e-mails;  

 Development of omni-channel approach, with increasing integration of the online and offline 

channel. The brand will equip its physical stores with i-pads to present also the “digital store” 

in addition to the in-store items. This should result in increased order volume, higher 

conversion rate and reduced logistics costs as it will limit the need to transfer inventory from 

one store to another; 

 The introduction of a mobile app featuring a complete e-commerce catalogue and a 

“geolocation” tool allowing users to book an appointment in the nearest physical store. 

 

b) Partnership with e-tailers to develop multi-brand online presence and social-commerce 

To increase brand appeal and reach a much wider customer base, Elisabetta Franchi plans to develop 

its on-line business further also through wholesale agreements with e-tailers. 

On this regard the multi-brand e-tailers that could mostly benefit Elisabetta Franchi might be Net-a-

Porter, which could offer visibility especially in the anglo-saxon world and Mytheresa.com that might 

offer stronger presence in Central Europe. For the next few years we see Elisabetta Franchi 

potentially joining those platforms with a selection of the collections, while we deem unlikely that 

dedicated capsule collections could be developed, which would be a further enhancement of its brand 

positioning. 

Farfetch also represents a considerable opportunity: Elisabetta Franchi products are sometimes 

already available on this marketplace today, although we understand that the product is not sourced 

directly from the brand. A closer collaboration with this marketplace might increase sales and drive 

visibility internationally. 

Elsewhere, the e-commerce evolution might not be as straightforward. In Russia the company is 

exploring partnership with Yandex (the largest tech company in Russia and closer peer to Google).  

In China the e-commerce space is dominated by a handful of tech giants and we believe that 

successful development might require local partnerships. WeChat social network platform might be 

the most attractive, but we see relationships with Tmall and JD.com as long term opportunities. 
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SWOT analysis 
Strengths 

 Brand reputation, style recognition and a successful logo; 

 Ms. Franchi creative team leadership and her unparalleled capability to control style, fitting 

and quality of the products as a critical success factor for the brand; 

 “Made in Italy” manufacturing; 

 Elisabetta Franchi’s supply chain, leveraging a network of reliable sub-contractors, enables 

the replenishment and the re assortment of the collections in 3/4 weeks, maximizing full-price 

sell-through for the best-selling items; 

 Strong management team recently further strengthened with high-calibre CEO and CFO to lead 

the company through a new development phase; 

 Well established head-to-toe high-quality offering that allows maximizing store KPIs and 

provides flexibility for different retail format/size; 

 Solid financial structure and strong free cash flow generation; 

 

Weaknesses 

 The small size of the company might cap top line growth due to lack of financial / 

organizational resources to cope with greater complexity; 

 Exposure to wholesale might limit sell-out trends visibility and might expose the brand to 

uncontrollable promotional environment / grey market; 

 Limited infrastructure investments in the past years might require to scale up IT investments 

at a later stage in the strategic development of the company. 

 

Opportunities 

 Elisabetta Franchi currently has little to the Chinese customer cluster, that represents one 

third of the global branded goods demand; 

 The company can address the US department store market leveraging its wholesale expertise; 

 The company can further extract value from Ms Franchi social media presence and valuable 

celebrities’ endorsements to support top line both in Italy and abroad; 

 Roll-out of international retail store network could support top line, allow capturing a bigger 

part of the added value; 

 Buybacks of franchising stores; 

 Increase European department stores penetration: the company can leverage the synergies 

with Borletti Group to improve visibility with European department stores. 

 

Threats 

 The company over-relies in Ms Franchi unique style and commercial capabilities (fashion risk); 

 Using a third-party platform for e-commerce site allows maximizing returns in the initial phase 

of development, but might limit the potential and the operating leverage of Elisabetta Franchi 

digital roll-out as the brand becomes bigger; 

 Elisabetta Franchi price discipline might be impacted by heavy discounts in the European and 

Italian accessible luxury market (promotional environment). 
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Financials  
Key 2016-18 financials for Elisabetta Franchi (Betty Blue S.p.A.) 

 16/18 revenues grew at a 6.5% CAGR, c.€115m in 2018. This was due to a dynamic expansion 

in international markets and in direct distribution channels and product expansion to include 

handbags and accessories; 

 EBITDA was up from €19.3m in 2016 to €22.3m in 2018 (+7.5% CAGR), and the margin on 

sales expanded from 19.0% to 19.3% thanks to a positive channel mix and efficient opex 

management; 

 Net income was up from €11.1m in 2016 to around €15m at YE18; 

 Efficient NWC management, with trade WC at 30% of sales in 2018;  

 A positive NFP of €9.3m at YE18, improving from €1.8m at YE17, following a €10m dividend 

payment and €1.5m capex.  

Our 2018/22 forecasts  

 4Y revenue CAGR of 7.1%, with revenues exceeding €150m at YE22, Adj.EBITDA growing 

from €22.3m to €29.5m in 2022 and the margin expanding from 19.3% in 2018 to 19.4% in 

2022, 4Y Adj net income CAGR of 6.1% and a healthy balance sheet, with the company 

expected to generate cash and pay dividend with a payout ratio in the 75% area. 

 

Historical performance (2016-18) 
Before deeply analysing the company’s performance over 2016-18, it is worth flagging Elisabetta 

Franchi’s figures on a wider time horizon to understand the results achieved so far and assess the 

ability of its founder and management team to run a promising and profitable business. Specifically, 

over the last 10 years (2009-18): 

 The company experienced a 6.7% CAGR in revenues, almost doubling its size from €64m in 

2009 to approximately €116m in 2018, supported by an international expansion and store 

network rollout. As a matter of fact, Italy contributed 85% to the company’s turnover in 2009, 

and this share decreased to approximately 60% in 2018. At the same time, the three key areas, 

i.e. Italy, the EU and extra EU, contributed one-third each to the top-line growth over the 

period under review. 

 The business is structurally profitable, as the EBITDA margin has been consistently above 15%, 

peaking at 28.2% in 2010.  

 At the bottom line, net profit delivered a 3% 10Y CAGR, growing from €11.5m in 2009 to 

approximately €15m in 2018, with the margin on sales ranging from 10% to 18.8%. 

Figure 41: EF revenue trend (2009-18) (€m) 

 

Source: Mediobanca Securities, company data for 2016-2018  
 

Figure 42: EF revenue mix by geography (2009-18) (€m) 

 

Source: Mediobanca Securities, company data for 2016-2018 
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Figure 43: EF EBITDA (€m) and margin (%) (2009-18)  

 

Source: Mediobanca Securities, company data for 2016-2018 
 

Figure 44: EF net profit (€m) and margin (%) (2009-18)  

 

Mediobanca Securities, company data for 2016-2018 
 

 

Focusing our analysis on 2016-18, key highlights are the following: 

 Revenues grew at a 6.5% CAGR, exceeding €115m in 2018 - the result of a dynamic expansion 

in international markets and in direct distribution channels (retail and e-commerce) and 

product expansion to include handbags and accessories; 

 EBITDA delivered a 7.5% CAGR, growing from €19.3m in 2016 to €22.3m in 2018, and the margin 

on sales improved from 19.0% to 19.3% thanks to a positive channel mix and efficient opex 

management; 

 Net income was up from €11.1m in 2016 to around €15m at YE18 (2Y CAGR at 16.6%). 

 

Revenue structure 

When focusing on the company’s 2016-18 performance, note that related data refer to Betty Blue 

S.p.A accounts rather than consolidated figures, and these are based on Italian GAAP. 

As such, revenues increased from €101.9m in 2016 to €115.6m in 2018 (6.5% 2Y CAGR) vs. the 

accessible luxury market at +3.5% yoy, the result of a successful expansion in terms of products, 

markets and distribution channels. We flag here that the company’s total revenues are almost entirely 

denominated in euro and are, therefore, not impacted by forex fluctuations. 

In terms of sales by distribution channel, although the business is mostly focused on wholesale, in 

2017-18, most of the growth came from direct channels, i.e. DOS and e-commerce, which grew 25.9% 

yoy and 132% yoy, respectively. In FY18, they accounted for 17.5% and 5.2% of the turnover, whereas 

wholesale accounted for 77.3% of the turnover, down from 82.9% in 2017.  

Figure 45: EF revenues by channel (2017-18) (€m) 

 

Source: Mediobanca Securities, company data 
 

Figure 46: EF revenues by channel (2017-18) (%) 

 

Source: Mediobanca Securities, company data 
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The 1.3% yoy decline reported by wholesale channel in FY18 discounted a soft trend in Italy (-2.8% 

yoy) counterbalanced by slightly positive performance in the EU (+0.9% yoy), whereas extra EU was 

flattish (-0.2% yoy). As such, the geographic mix of wholesale revenues did not change materially over 

the period. 

Figure 47: EF wholesale by geography (2017-18) (€m) 

 

Source: Mediobanca Securities, company data 
 

Figure 48: EF wholesale by geography (2017-18) (%) 

 

Source: Mediobanca Securities, company data 
 

As already explained above, retail (17.5% of FY18 revenues) is mostly a domestic business since Italy 

generated 94% of total retail revenues in 2018. The remaining 6% was generated by the corner at 

Galeries Lafayette in Berlin and a store in Paris, which was opened during 2017 and reported a 54% 

yoy increase in its turnover.  

Also in Italy, the retail business grew strongly, in double-digits in 2018 (+24.9% yoy), thanks to the 

speed at which new stores were opened (i.e. Naples, Bergamo Orio al Serio and an outlet store in 

Settimo Torinese) and a store relocation in Bologna.  

In both 2017 and 2018, top-line growth was supported by healthy SSSG, equal to 5% yoy in 2017 (o/w 

full-price DOS: +7% and outlets: +3%) and 21% yoy in 2018 (+17% for full-price DOS and +27% for 

outlets). The acceleration in organic performance at the company’s outlets in 2018 vs. 2017 reflects 

a more aggressive commercial policy in 2018 (higher markdowns in outlets) following a one-off 

clearing action on end-of-season inventory in 2017 and price repositioning.  

Revenues from e-commerce have more than doubled in 2 years, from €2.6m in 2017 to €6m in 2018, 

therefore increasing its contribution to total sales from 2.4% to 5.2%.  
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Figure 49: EF retail sales by geography (2017-18) (€m) 

 

Source: Mediobanca Securities, company data 
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In terms of its geographic mix of sales, the contribution of the domestic market to total sales has 

been pretty stable over 2017 and 2018 (i.e. 59.4% and 60.3%, respectively), when the company 

registered a 7.4% yoy increase in turnover.  

The growth in the EU (+6.3% yoy) has been driven by Eastern Europe, mostly Poland and the Czech 

Republic, and its percentage of total sales has been pretty stable, at about 22%. Within Europe, the 

outstanding performance of the Paris store, which almost doubled its turnover in 2018 vs. 2017, is 

worth flagging. Last, the business in extra EU mostly includes operations in Russia and the Middle 

East, which reported a flattish trend in 2018 vs 2017. 

Figure 50: EF revenues by geography (€m) (2017-18) 

 

Source: Mediobanca Securities, company data 
 

Figure 51: EF revenues by geography (%) (2017-18) 

 

Source: Mediobanca Securities, company data 
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Figure 52: EF revenues by channel and market (2017-18) (€m) 

(€m) 2017 2018 YoY ch%  

WHOLESALE 90.6 89.4 -1.3% 

% of total 83% 77%  

RETAIL  16.0 20.2 25.9% 

% of total 15% 17%  

E-COMMERCE 2.6 6.0 132.2% 

% of total 2% 5%  

REVENUES 109.2 115.6 5.9% 

    

ITALY 64.9 69.7 7.4% 

% of total 59% 60%  

EU (EX ITALY) 24.3 25.8 6.3% 

% of total 22% 22%  

EXTRA EU  20.0 20.1 0.4% 

% of total 18% 17%  

REVENUES 109.2 115.6 5.9% 
 

Source: Mediobanca Securities, company data 
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Cost structure 

The company’s main costs relate to both raw materials and finished products, which totalled €43.3m 

in 2018 (i.e. 43% of total costs) and included costs for the purchase of raw materials, WIP and finished 

products. In 2018, they grew 3.8% yoy, therefore declining as a percentage of sales from 38.2% in 

2017 to 37.5% in 2018, thanks to efficiencies gained in key production processes.  

In terms of other costs, the major item is “cost for services”, contributing approximately 32% to 

total costs and accounting for 28% of total revenues in 2018, down from 28.4% in 2017. Within this 

cost line, third-party manufacturers constitute the largest share (42% of FY18 cost for services), 

accounting for about 12% of total sales.  

Other relevant costs include commissions (€5.3m in 2018, or 4.1% of revenues) and marketing 

expenses, which were pretty stable over the years, at €3m, or 2.6% of FY18 revenues.  

Figure 53: Elisabetta Franchi cost structure (2017-18) 

(€m) 2017 2018 YoY ch % 

RAW MATERIALS & FINISHED PRODUCTS          41.8          43.3  3.8% 

As % of total costs  43.3% 43.2%  

As % of revenues  38.2% 37.5%  

CH IN INVENTORIES OF RAW MAT., CONSUMABLES             0.6  -         0.5  n.m. 

As % of total costs  0.7% -0.5%  

As % of revenues  0.6% -0.5%  

SERVICES           31.0           32.4  4.4% 

As % of total costs  32.2% 32.3%  

As % of revenues  28.4% 28.0%  

THIRD PARTIES             4.5             4.9  10.2% 

As % of total costs  4.7% 4.9%  

As % of revenues  4.1% 4.3%  

PERSONNEL           13.3           15.0  12.8% 

As % of total costs  13.8% 15.0%  

As % of revenues  12% 13%  

OTHER COSTS             2.7             2.7  -1.5% 

As % of total costs  2.8% 2.7%   

As % of revenues  2.5% 2.3%  

D&A             2.5             2.5  0.0% 

As % of total costs  2.6% 2.5%  

As % of revenues  2.3% 2.2%  

TOTAL COSTS          96.4        100.3  4.0% 

As % of total costs  100.0% 100.0%  

As % of revenues  88.3% 86.8%  
 

Source: Mediobanca Securities, company data 
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In our estimates, variable costs were up 4.7% yoy in FY18 and accounted for approximately 70% of the 

total in FY18, keeping this percentage broadly unchanged vs FY17.  

Fixed costs grew 4.2% and accounted for about 30% of total FY18 costs.  

 

In terms of historical profitability, the company’s EBITDA increased from €19.3m in 2016 to €22.3m 

in 2018 (2Y CAGR of 7.5%), meaning that the EBITDA margin reached 19.3% at YE18, expanding 30bps 

yoy. This was the result of a 290bps yoy increase in the first margin due to a positive channel mix, 

driven by the outperformance of direct channels, partly counterbalanced by an increase in opex. 

In the table below, we report our estimates on the company’s gross profit for 2016-18, which we 

believe has more significance than the above-mentioned “first margin”, as calculated by the 

company, since it includes other costs related to the production process and otherwise classified as 

service costs.  

Based on MB’s estimates, the company’s gross profit increased from €51.2m in 2016 to €60.9m in 2018 

(2Y CAGR of 9%), with the margin on sales strengthening from 50.3% to 52.7%, mostly driven by a 

positive channel mix. 

 

 

 

 

Figure 54: Elisabetta Franchi service cost breakdown (2018) (%) 

 

Source: Mediobanca Securities, company data 
 

Figure 55: Elisabetta Franchi fixed and variable costs (2017-18) 

(€m) 2017E 2018E YoY ch% 

VARIABLE COSTS 66.9 70.1 4.7% 

YoY ch% 8% 5%  

AS % OF REVENUES 61.3% 60.6%  

AS % OF TOTAL 69.4% 69.9%  

FIXED COSTS 29.5 30.2 2.5% 

YoY ch% 13% 3%  

AS % OF REVENUES 27.0% 26.1%  

AS % OF TOTAL 30.6% 30.1%  

TOTAL COSTS 96.4 100.3 4.5% 
 

Source: Mediobanca Securities, company data 
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Figure 57: EF first margin (2016-18) (€m and % of sales) 

 

Source: Mediobanca Securities, company data 
 

Figure 58: EF EBITDA and EBITDA % (2016-18) (€m) 

 

Source: Mediobanca Securities, company data 
 

Net profit increased from €11.1m at YE16 to €15m at YE18. The 25% yoy increase in 2018 vs 2017 was 

mostly attributable to an increase in EBITDA.  

We flag that 2018 taxes decreased both in absolute terms and in terms of tax rate, from 30.1% in 

2017 to 23.3%. This reflects the positive impact of the Patent Box regime, which has been accounted 

for as “other revenues” in the company’s accounts, and amounted to €3.6m in FY18 as related to the 

FY15-FY17 and €1.3m in 2019 fully booked in the 1H. 
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Figure 56: Elisabetta Franchi - Evolution of profitability (2016-18) 

(€m) 2016 2017 2018 2016/18 CAGR 

REVENUES 101.9 109.2 115.6 6.5% 

YoY ch%   7.1% 5.9%  

FIRST MARGIN 65.3 71.9 77.3 8.8% 

YoY ch%   10.2% 7.5%  

Margin% 64.0% 65.9% 66.9%  

GROSS PROFIT (*) 51.2 56.9 60.9 9.0% 

YoY ch%   11.1% 7.0%  

Margin% 50.3% 52.1% 52.7%  

ADJ.EBITDA 19.3 20.4 22.3 7.5% 

YoY ch% 15.9% 5.8% 9.3%  

Margin% 19.0% 18.7% 19.3%  

ADJ.EBIT 16.9 17.9 19.8 8.5% 

YoY ch% 15.5% 6.6% 10.4%  

Margin% 16.5% 16.4% 17.2%  
 

Source: Mediobanca Securities, company data; (*) based on MB estimates 
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Figure 59: EF EBIT and EBIT % (2016-18) (€m)  

 

 

Source: Mediobanca Securities, company data  
 

Figure 60: EF net profit (2016-18) (€m) 

 

Source: Mediobanca Securities, company data 
 

With regard to the company’s balance sheet, we underline the following key issues: 

a) Efficient working capital management 

The company’s trade working capital decreased from €36.1m in 2017 to around €35.1m in 

2018, and its incidence on net sales declined from 33.1% of LTM sales in 2017 to 30.4% in 2018. 

This is mostly the result of a decrease in inventory days (DIO) from 195 days in 2017 to 180 in 

2018.  

On the other hand, accounts receivable was pretty stable at 26.5%-27.0% of company sales, 

with DSO declining from 98 days in 2017 to 96 in 2018. Also, accounts payable did not differ 

materially, accounting for approximately 41% of COGS in both 2017 and 2018, and outstanding 

DPO was stable at 150 days.  
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Figure 61: Elisabetta Franchi trade and net working capital (2017-18) 

(€m) 2017 2018 

INVENTORIES 29.0 28.1 

% of COGS 53.5% 49.3% 

Inventory days (DIO) 195 180 

ACCOUNTS RECEIVABLE 29.3 30.4 

% of revenues 26.9% 26.3% 

Receivables day outstanding (DSO) 98 96 

ACCOUNTS PAYABLE -22.2 -23.4 

% of COGS 40.9% 41.1% 

Days payable outstanding (DPO) 149 150 

TRADE WORKING CAPITAL 36.1 35.1 

As % of sales 33.1% 30.4% 

NET WORKING CAPITAL 33.3 31.4 

As % of sales 30.5% 27.2% 
 

Source: Mediobanca Securities, company data 
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b) Low capital requirements  

The company’s business model is based on a asset-light structure, and as a consequence, 

annual capex is pretty low both in absolute terms and as a percentage of sales. Capex peaked 

at €4.9m in FY16 (or 4.8% of sales), as it included the key money for the new store in Paris, 

together with €0.2m of IT investments. 

It declined to €3.1m in 2017 (or 2.8% of net sales), with investments in 4 new stores and on a 

relocation, and amounted to only €1.5m in 2018 since no new store was opened.   

 

c) Healthy balance sheet 

With a NFP positive of €9.3m at YE18, the company’s balance sheet is overall solid and healthy, 

leaving room for dividend payments (€10.5m in 2017 and €10m in 2018). 

 

a) Business seasonality  

Business seasonality is common to the industry and drives Elisabetta Franchi’s different 

performance by quarter. This mostly relates to NWC, which increases at the end of June, due 

to an increase in accounts receivables related to S/S sales and inventory for F/W collections 

to be delivered in the following months. Conversely, the company’s NWC bottoms out in 

December. 

 

 
  

Figure 62: EF capex as % of sales (2016-18) (€m) 

 

Source: Mediobanca Securities, company data 
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Latest interim results: 1H 2019 figures 

For 1H 2019, the company reported a revenue increase of 4.4% yoy at €57.4m, a more than a 

proportional increase in EBITDA at €9.7m (+19.8% yoy), with the margin on sales up 210bps at 16.9%, 

and net profit +6% yoy at €5.3m. Key highlights from this set of numbers are the following: 

 In terms of performance by geography, the top-line growth was driven by Italy, which 

outperformed the company’s average (+9.1% yoy) mostly thanks to the strong awareness of its 

designer. Conversely, the 14% yoy drop in extra EU reflects the closure of the Hong Kong store 

and the rationalisation of its client base in ex USSR countries. Excluding both effects, 

performance in the region in 1H19 was flat yoy. 

 

Figure 63: EF 1H 2019 revenues by market (€m)  

 

Source: Mediobanca Securities, company data 
 

Figure 64: EF 1H 2019 revenues by market (%) 

 

Source: Mediobanca Securities, company data 
 

 In terms of performance by channel, the online business reported outstanding +75% yoy 

growth in the semester. This coupled with a 4.6% yoy increase in retail and a flat trend in 

wholesale (+1% yoy), with Italy and other European countries (Spain and Germany) registering 

positive yoy growth rates. 

Figure 65: EF 1H 2019 revenues by channel (€m) 

 

Source: Mediobanca Securities, company data 
 

Figure 66: EF 1H 2019 revenues by channel (%) 

 

Source: Mediobanca Securities, company data 
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Figure 67: EF 1H19 wholesale by geography (€m) 

 

Source: Mediobanca Securities, company data 
 

Figure 68: EF 1H19 wholesale by geography (%) 

 

Source: Mediobanca Securities, company data 
 

 The 210bps expansion in the reported EBITDA margin in 1H 2019 vs. 1H 2018 resulted from a 

+910bps increase in the first margin (at 72.1%), driven by a positive channel mix (more direct 

retail sales). This was partly diluted at the EBITDA margin level by a higher opex, including a 

€0.7m yoy increase in personnel costs owing to the strengthening of the corporate structure 

and €1.0m of non-recurring write-off of all receivables of Betty Blue Asia Pacific Ltd, related 

to the store closure in Hong Kong already booked in 1H 2019. 

Figure 69: EF 1H 2019 first margin (€m) 

 

Source: Mediobanca Securities, company data 
 

Figure 70: EF 1H 2019 EBITDA and EBITDA margin 

 

Source: Mediobanca Securities, company data 
 

Figure 71: EF 1H 2019 EBIT and EBIT margin 

 

Source: Mediobanca Securities, company data 
 

Figure 72: 1H 2019 net profit and net margin 

 

Source: Mediobanca Securities, company data 
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 The net profit of €5.3m (+6% yoy) reflects the positive impact of the Patent Box, benefiting 

the company by €1.3m. 

 NWC stood at €36.2m at the end of June 2019, increasing to 30.7% of LTM sales vs 27.3% at 

YE18: this reflects business seasonality, with a higher accounts receivable for the S/S season 

and inventories of finished products for the F/W collections. 

 At the end of June 2019, the NFP was positive €12.3m, or €3m more than that at YE18 after a 

€0.3m capex. 

 

 

 

 

 

  

Figure 73: EF 1H 2019 revenues by channel and market  

(€m) 1H 18 1H 19 YoY ch%  

WHOLESALE 42.9 43.3 1.0% 

% of total 78% 75%  

RETAIL  10.0 10.5 4.6% 

% of total 18% 18%  

E-COMMERCE 2.1 3.6 75.0% 

% of total 4% 6%  

REVENUES 55.0 57.4 4.4% 

    

ITALY 33.7 36.8 9.2% 

% of total 61% 64%  

EU (EX ITALY) 11.7 12.4 6.0% 

% of total 21% 22%  

EXTRA EU  9.5 8.2 -13.7% 

% of total 17% 14%  

REVENUES 55.0 57.4 4.4% 
 

Source: Mediobanca Securities, company data 
 

Figure 74: EF 1H 2019 main figures (€m) 

(€m) 1H 18 1H 19 YoY ch%  

REVENUES 55.0 57.4 4.4% 

    

FIRST MARGIN 34.7 41.4 19.4% 

% of sales 63% 72%  

EBITDA 8.1 9.7 19.5% 

% of sales 15% 17%  

EBIT 6.8 8.8 28.9% 

% of sales 12% 15%  

NET PROFIT 5.0 5.3 5.8% 

% of sales 9.1% 9.2%  
 

Source: Mediobanca Securities, company data 
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Medium term prospects (2019-22e) 

Mid-to high-single-digit top-line annual growth expected 

Assuming that non-recurring events will not impact our mid-term estimates, we see the company’s 

revenues increasing 7.1% annually over the next four years, exceeding €150m by the end of 2022. This 

is the result of the successful implementation of the above-mentioned strategy to fully exploit 

Elisabetta Franchi’s brand growth potential in terms of markets, products and channels. 

In terms of distribution channels, we expect most of the growth to come from e-commerce, seen 

contributing 50% to the total sales increase expected over the period and expected to generate about 

€25m revenues in FY22, or 16% of total sales vs. the current 5.2%. 

The remaining 50% of the growth over the period should come from wholesale (26% of the expected 

2018-22 top-line growth in MBe) and retail (24%). In detail, for wholesale, we project a 2.6% 4Y CAGR 

in revenues, approaching €100m by 2022, or 65% of total sales, down from 77.3% in 2018.  

As far as retail is concerned, we forecast a 2018-22 revenue CAGR of 9.2%, approaching €30m by 2022, 

or almost 20% of 2022 total revenues vs. 17.4% in 2018. This should result from mid-single-digit SSSG 

expected annually and a positive space contribution. In this regard, we factor in our estimates the 

opening of one outlet store in 2020, 2 new DOS in 2021 and 1 in 2022. 

 

 

 

 

Figure 75: EF revenues trend by channel (2018-22E) 

(€m) 2018 2019E 2020E 2021E 2022E 18/22 CAGR 

WHOLESALE 89.4 90.3 91.6 94.4 99.1 2.6% 

YoY ch% -1.3% 1.0% 1.5% 3.0% 5.0%  

as % of total 77.3% 73.8% 70.3% 67.2% 65.1%  

RETAIL 20.2 21.3 23.6 26.4 28.7 9.2% 

YoY ch% 25.9% 5.4% 11.1% 11.9% 8.7%  

as % of total 17.4% 17.4% 18.1% 18.8% 18.9%  

LFL  21.0% 6.1% 6.0% 6.0% 6.0%  

NR DOS+OUTLET 29 26 27 29 30   

FULL PRICE SALES 11.6 12.2 13.0 15.1 16.7 9.7% 

YoY ch% 25.4% 5.7% 6.0% 16.7% 10.7%  

Nr DOS (*) 21 18 18 20 21  

OUTLET SALES 8.6 9.0 10.6 11.3 12.0 8.6% 

YoY ch% 26.5% 5.0% 17.9% 6.0% 6.0%  

Nr Outlets 8 8 9 9 9  

E-COMMERCE 6.0 10.8 15.1 19.6 24.5 41.9% 

YoY ch% 132.2% 78.0% 40.0% 30.0% 25.0%  

as % of total 5.2% 8.8% 11.6% 14.0% 16.1%  

REVENUES 115.6 122.3 130.3 140.4 152.3 7.1% 

YoY ch% 5.9% 5.8% 6.6% 7.7% 8.5%  
 

Source: Mediobanca Securities, company data for FY18 figures only  (*) the store in Hong Kong is not accounted as DOS 
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Figure 76: EF revenues by channel (€m) (2018-22E) 

 

Source: Mediobanca Securities, company data for FY18 figures only 
 

Figure 77: EF revenue bridge by channel (%) (2018-22E) 

 

Source: Mediobanca Securities, company data for FY18 figures only 
 

In terms of performance by geography, we expect Italy to outperform the company’s average, 

delivering 7.5% 4Y CAGR. As such, it should contribute some 64% to the total 2018-22 top-line growth 

and foreign markets the remaining 36%. 
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Figure 78: EF revenues trend by market (2018-22E) 

BY MARKET 2018 2019E 2020E 2021E 2022E 18/22 CAGR 

ITALY 69.7 76.1 81.4 87.1 93.2 7.5% 

YoY ch% 7.4% 9.2% 7% 7% 7%  

as % of total 60.3% 62.2% 62.5% 62.1% 61.2%  

EU AREA (EX ITALY) 25.8 27.3 29.0 30.7 32.3 5.7% 

YoY ch% 6.2% 6% 6% 6% 5%  

as % of total 22.3% 22.4% 22.2% 21.9% 21.2%  

EXTRA EU AREA 20.1 18.8 19.9 22.5 26.8 7.5% 

YoY ch% 0.5% -6.3% 5.5% 13.3% 19.0%  

as % of total 17.4% 15.4% 15.3% 16.0% 17.6%  

REVENUES 115.6 122.3 130.3 140.4 152.3 7.1% 

YoY ch% 5.9% 5.8% 6.6% 7.7% 8.5%  
 

Source: Mediobanca Securities, company data for FY18 figures only 
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Figure 79: EF sales by geography (€m) (2018-22E) 

 

Source: Mediobanca Securities, company data for FY18 figures only 
 

Figure 80: EF sales bridge by geography (€m) (2018-22E) 

 

Source: Mediobanca Securities, company data for FY18 figures only 
 

Profitability trend 

Over the next four years, we project an increase in Adj.EBITDA from €22.3m in 2018 to €29.5m in 

2022, which equates to a 4YR CAGR of 7.2%, and just a slight increase in the EBITDA margin to 19.4% 

from 19.3% in 2018, or +10bps. Our estimates assume: 

 An increase in the first margin from 66.9% to 67.3% (4Y CAGR of 7.3%), owing to a positive 

channel mix. Note that our “Other revenues” line includes the positive impact of Patent Box, 

at €1.3m in 2019 and 2020 and zero from 2021; 

 A 4Y CAGR of 7.5% in cost for services, expected to remain almost unchanged as a percentage 

of sales (in the 28.0%-28.4% area) over the period. As they mostly include third-party 

manufacturers, which we assume to be flat at 13% of FY revenues. 

 Personnel expenses are projected to grow in mid-single digits annually (4Y CAGR of 4.2%), 

as we forecast an increase in FTE related to store opening plans and the strengthening of the 

company organisation. 

Figure 81: EF Adj. EBITDA and margin% (2018-2022E) 

 

Source: Mediobanca Securities, company data for FY18 figures only 
 

Figure 82: EF Adj.EBIT and margin% (2018-2022E) 

 

Source: Mediobanca Securities, company data for FY18 figures only 
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Figure 83: EF sales, EBITDA and EBIT trends (2018-22E)  

P&L 2018 2019E 2020E 2021E 2022E 18/22 CAGR 

REVENUES 115.6 122.3 130.3 140.4 152.3 7.1% 

YoY ch% 5.9% 5.8% 6.6% 7.7% 8.5%  

change In inventories raw mat. -1.4 2.0 2.0 2.0 2.0  

other revenues 5.9 2.7 2.5 1.2 1.2  

VALUE OF PRODUCTION 120.1 125.0 132.8 141.6 153.5 6.3%  

YoY ch% 5.0% 4.1% 6.2% 6.6% 8.4%  

FIRST MARGIN 77.3 83.9 88.7 94.3 102.5 7.3% 

YoY ch% 7.5% 8.5% 5.7% 6.3% 8.7%  

Margin% 66.9% 68.6% 68.1% 67.2% 67.3%  

SERVICES -32.4 -35.3 -37.6 -40.2 -43.3 7.5% 

YoY ch% 4.4% 8.9% 6.5% 7.1% 7.7%  

as % of revenues 28.0% 28.8% 28.8% 28.6% 28.4%  

THIRD PARTIES -4.9 -5.2 -5.5 -6.0 -6.5 6.9% 

YoY ch% 10.2% 4.5% 7.0% 7.7% 8.5%  

as % of revenues 4.3% -4.2% 4.2% 4.2% 4.2%  

PERSONNEL -15.0 -15.8 -16.4 -17.1 -17.7 4.2% 

YoY ch% 12.8% 5.5% 3.5% 4.4% 3.5%  

as % of revenues 13.0% 12.9% 12.6% 12.2% 11.6%  

OTHER COSTS -1.0 -1.3 -1.5 -1.7 -1.8 16.6% 

YoY ch% -6.7% NM NM NM NM  

as % of revenues 0.8% 1.1% 1.2% 1.2% 1.2%  

RECEIVABLES WRITEDOWN -0.5 -0.7 -0.7 -0.7 -0.8 12.8% 

YoY ch% -14.5% 48.9% -6.9% 7.7% 8.5%  

as % of revenues 0.4% 0.5% 0.5% 0.5% 0.5%  

RISK PROVISIONS -1.2 -0.3 -1.0 -1.0 -1.0 -4.7% 

YoY ch% 10.0% -75.2% nm 0.0% 0.0%  

GROSS PROFIT 60.9 65.3 68.8 72.9 79.3 6.8% 

YoY ch% 7.0% 7.3% 5.4% 5.9% 8.7%  

Margin% 52.7% 53.4% 52.8% 52.0% 52.1%  

ADJUSTED  EBITDA 22.3 23.3 24.1 25.6 29.5 7.2% 

YoY ch% 9.3% 4.5% 3.2% 6.5% 15.0%  

Margin% 19.3% 19.1% 18.5% 18.3% 19.4%  

D&A -2.5 -2.0 -2.5 -2.5 -2.5 0.0% 

YoY ch% 0.9% -21.7% 27.8% 0.0% 0.0%  

as % of revenues 2.2% 1.6% 1.9% 1.9% 1.9%  

EBIT ADJUSTED 19.8 21.4 21.6 23.1 27.0 8.0% 

YoY ch% 10.4% 7.8% 0.9% 7.2% 16.6%  

Margin% 17.2% 17.5% 16.6% 16.5% 17.7%  
 

Source: Mediobanca Securities, company data for 2018 figures only 
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Earnings trend 

At the bottom line, we expect the company’s net profit to grow approximately 6% annually over the 

next four years, reaching €19m at end-2022 vs. €15m in 2018. The rise in net income should derive 

from an improved EBITDA in absolute terms (€7.2m more in 2022 compared to 2018), partly offset by 

increased taxes, as the fiscal benefit of Patent Box should expire in 2020 and we forecast a normalised 

tax rate of 29% from 2021. Adjustments to net profit amount to €3.5m in 2019 including the costs 

related to the HK store closure and €3.5m in 2020 mostly transaction costs 

The table below provides details of our projections in terms of cash flow statement, based on the 

following assumptions: 

 Annual maintenance capex at 1.5% of sales, and only 0.5m in 2019, when no new DOS are 

likely to be opened; 

 Steady trade working capital at 30%-31% of sales, with no big changes expected. 

Figure 84: EF Main P&L items (2018-22E) 

P&L 2018 2019E 2020E 2021E 2022E 18/22 CAGR 

REVENUES 115.6 122.3 130.3 140.4 152.3 7.1% 

YoY ch% 5.9% 5.8% 6.6% 7.7% 8.5%  

ADJ.  EBITDA 22.3 23.3 24.1 25.6 29.5 7.2% 

YoY ch% 9.3% 4.5% 3.2% 6.5% 15.0%  

Margin% 19.3% 19.1% 18.5% 18.3% 19.4%  

ADJ. EBIT 19.8 21.4 21.6 23.1 27.0 8.0% 

YoY ch% 10.4% 7.8% 0.9% 7.2% 16.6%  

Margin% 17.2% 17.5% 16.6% 16.5% 17.7%  

NET PROFIT 15.0 12.5 12.7 16.3 19.0 6.1% 

YoY ch% 24.9% -16.8% 1.6% 28.3% 16.8%  

as % of revenues 13.0% 10.2% 9.7% 11.6% 12.5%  

ADJ. NET PROFIT 15.0 14.9 15.1 16.3 19.0 6.1% 

YoY ch% 24.9% -0.5% 1.3% 7.6% 16.8%  
 

Source: Mediobanca Securities, company data for 2018 figures only 
 

Figure 85: EF NWC trend (2018-22E) 

(€m) 2018 2019E 2020E 2021E 2022E 

INVENTORIES 28.1 30.1 32.8 35.1 37.9 

% of COGS -49.3% -50.7% -52.1% -52.1% -52.1% 

DIO 180 185 190 190 190 

ACCOUNTS RECEIVABLE 30.4 31.8 33.6 35.4 37.6 

% of revenues 26.3% 26.0% 25.8% 25.2% 24.7% 

DSO 96 95 94 92 90 

ACCOUNTS PAYABLE -23.4 -23.6 -25.0 -26.8 -28.9 

% of COGS 41.1% 39.7% 39.7% 39.7% 39.7% 

DPO 150 145 145 145 145 

TRADE WORKING CAPITAL 35.1 38.3 41.3 43.7 46.5 

As % of sales 30.4% 31.4% 31.7% 31.1% 30.5% 

NET WORKING CAPITAL (NWC) 31.6 34.8 37.8 40.2 43.0 

As % of sales 27.4% 28.5% 29.0% 28.6% 28.3% 
 

Source: Mediobanca Securities,  company data for 2018 figures only 
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 A €15m dividend to be paid in 2019, as already deliberated by the BoD, and a payout ratio of 

75% from 2020.  

We, therefore, expect the company’s net financial position to improve steadily thereafter, as shown 

in the table below.  

 

 
  

Figure 86: NFP trend (2018-22E) 

 (€ m) 2018 2019E 2020E 2021E 2022E 

CASH EARNINGS 17.5 14.4 15.2 18.8 21.5 

WORKING CAPITAL NEEDS 1.7 -3.2 -3.0 -2.4 -2.8 

CAPEX (-) -1.5 -0.5 -2.0 -2.1 -2.3 

FINANCIAL INVESTMENTS (-) 0.0 0.0 0.0 0.0 0.0 

DIVIDENDS (-) -10.0 -15.0 -9.5 -12.2 -14.3 

OTHER SOURCES / USES -0.3 0.0 0.0 0.0 0.0 

CHANGE IN NET DEBT (-) CASH (+)  7.4 -4.3 0.7 2.1 2.2 

NET DEBT (-) CASH (+) 9.3 5.0 5.7 7.8 10.0 
 

Source: Mediobanca Securities, company data for 2018 figures only 
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APPENDIX 

1. Group structure 

 

  

Figure 87: Elisabetta Franchi group structure 

 

Source: Mediobanca Securities. Company data 
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2. Management team 

 

 
  

Figure 88: Elisabetta Franchi key top managers 

 

Company data Source: Mediobanca Securities. Company data 
 

ELISABETTA FRANCHI ENRICO MAMBELLI MATTEO ROVERSI GIANLUCA NANNINI

PRESENT: Chairman of Betty

Blue

1998: Co-founder of Betty

Blue

PRESENT: CEO of Betty Blue

2005: CEO of Diadora

2002: CEO of Gianfranco

Ferrè

2000: General Director Group

Services Cerruti 1881

PRESENT: General Manager at

Betty Blue

2014-2019 Managing Director

at GDTRE

2015-2018: Managing Director

at Inver

1997-2003: Consultant at

Arthur Andersen

PRESENT: CFO of Betty Blue

2015-2019: CFO and HR

Director at Arcadia/Dondup

2008-2015: CFO of SIGC

2000-2005: Consultant at

Value Partners

1997-2000: Audit at Deloitte

CHAIRMAN CEO GENERAL MANAGER CFO



Elisabetta Franchi 
 

  

 

NOT FOR TRANSMISSION OR DISTRIBUTION, DIRECTLY OR INDIRECTLY,  INTO UNITED STATES, 

CANADA OR JAPAN OR AUSTRALIA TO ANY RESIDENT THEREOF OR INTO THE UNITED STATES, 

ITS TERRITORIES OR POSSESSIONS. 

02 December 2019  ◆  59 

 

3. Main financials (2016-2022) 

 

 

 

Figure 89:  Elisabetta Franchi financials (2016-2022E) 

Profit & Loss (€m) 2016 2017 2018 2019E 2020E 2021E 2022E 

Revenues 101.9 109.2 115.6 122.3 130.3 140.4 152.3 

YoY  growth (%)   7.1% 5.9% 5.8% 6.6% 7.7% 8.5% 

Adj EBITDA 19.3 20.4 22.3 23.3 24.1 25.6 29.5 

Margin (%) 19.0% 18.7% 19.3% 19.1% 18.5% 18.3% 19.4% 

YoY growth (%) nm 5.8% 9.3% 4.5% 3.2% 6.5% 15.0% 

Depreciation & Amortization -2.5 -2.5 -2.5 -2.0 -2.5 -2.5 -2.5 

Adj 'EBIT 16.9 17.9 19.8 21.4 21.6 23.1 27.0 

EBIT margin (%) 16.5% 16.4% 17.2% 17.5% 16.6% 16.5% 17.7% 

YoY  growth (%) nm 6.6% 10.4% 7.8% 0.9% 7.2% 16.6% 

Net Financial Income 0.1 0.0 -0.1 -0.8 -0.2 -0.2 -0.2 

Extraordinary Items 0.0 0.0 0.0 -3.5 -3.5 0.0 0.0 

Pre-tax Profit 17.0 17.9 19.6 17.1 17.9 22.9 26.8 

Tax -5.9 -5.2 -4.6 -4.6 -5.2 -6.7 -7.8 

Tax rate (%) 34.9% 28.9% 23.3% 26.8% 29.0% 29.0% 29.0% 

Minorities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Net Profit 11.1 12.0 15.0 12.5 12.7 16.3 19.0 

YoY  growth (%) nm 8.7% 25.1% -17.0% 1.6% 28.3% 16.8% 

                

Balance Sheet (€ m) 2016 2017 2018 2019E 2020E 2021E 2022E 

Working Capital 37.0 33.3 31.6 34.8 37.8 40.2 43.0 

Net Fixed Assets 9.0 8.8 7.8 6.3 5.8 5.4 5.2 

Total Capital Employed 46.0 42.1 39.4 41.2 43.6 45.6 48.2 

Shareholders' Funds 44.9 46.3 51.4 48.9 52.0 56.1 60.9 

Minorities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Provisions 4.0 -2.4 -2.7 -2.7 -2.7 -2.7 -2.7 

Net Debt (-) Cash (+) 2.8 1.8 9.3 5.0 5.7 7.8 10.0 

                

Cash Flow Model (€ m) 2016 2017 2018 2019E 2020E 2021E 2022E 

Cash Earnings 13.5 14.5 17.5 14.4 15.2 18.8 21.5 

Working Capital Needs  3.7 1.7 -3.2 -3.0 -2.4 -2.8 

Capex (-) -4.9 -3.1 -1.5 -0.5 -2.0 -2.1 -2.3 

Financial Investments (-) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Dividends (-) -9.5 -10.5 -10.0 -15.0 -9.5 -12.2 -14.3 

Other Sources / Uses 0.0 -5.6 -0.3 0.0 0.0 0.0 0.0 

Change in Net Debt (-) Cash (+)  -0.9 -1.0 7.4 -4.3 0.7 2.1 2.2 
 

Source: Mediobanca Securities, company data (2016-2018) 
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