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What’s Next Growth Driver?
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Why L’Oreal vs. Shiseido?
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World Cosmetics Market Overview
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L'Oreal Case: M&AQ} XA ME2
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Global L'Oreal
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L'Oreal®| S0}
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L'Oreal: MGAE SAICE ...

« ROE ESHEE= 2 valuation multiple®] EHER =0I : 1990 =4t L'0real®l financial historyJ} 2]0|0l= Hi=?

- Key Finding: XISEl= M3AE St dZ FZUME ORXIE SSAIE = AAH 20 valuell HH
« X129] ROE OF=t2 XU E OFOIM 7121 (19954 0IF L'Orealll M&A= 2f 2024 01&)

(A2t SA0| MOJME 20, ¥ZE ROEE 71 JHXI driver! ROIC LHEXIZ, Net margin 2! Operating margin€ 0|£)

A .
X|=& 0ol M&A: A Story of ROE

(%) (x)
40 1 Financial leverage driven Period Operating Margin driven Period Asset turnover r20

Asset turnover 10x 0| &t FX| Asset turnover 08x =E2 2 ol oL} drlven. perlod.

Operating margin level X =L} Operating margin level 15% 2 &= O0FX|H M Sf’frat'ﬂg rfargln

T2 2l b2l x| Lrobx| HA] ROE Level-Up & K&

ROE £Z4 siataiel 274 turnover =okx| 3
w0 | ROE @oixlZ &g | .

19954 Maybelline @14 ROE Level-Up
@ 505 mil$
2006
20 1 BODYSHOP ¢i%= [ 10
1200 mil$
2003
Coty-ol=
10 | 19984 2004 Y
Operating Margin Sanofi el Miminurse 2l
—ROE @ 10,525 mil$
Debt to Asset(%)
——Asset Turnover(%%)
O T T T T T T OO
1988 1991 1994 1997 2000 2003 2006
AtZ: Worldscope, FactSet, L’Oreal /
= WA E HolEts B | 7| EY MIRAE ASSET
127 O/ =H



Margin Drivers?
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L'Oreal: E83%}°| EE

1998 2001 2002 2003 2004 2005
No. of Plants 38 40 35 35 37 37
Sales(mil Euro) 9,588 13,740 14,288 14,029 14,534 14,532
Cosmetics plant 2,736 3,440 3,710 3,853 4,307 4,379
output
unit per plant 72 86 106 110 116 118
Sl Pl 252 344 408 401 383 393
(mil Euro)
price per plant 3.5 4.0 3.9 3.6 3.4 3.3
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Shiseido Case: 451X &F, 42| 43
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Global Shiseido? &Yio] Md
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==0IMO] &3: a value driver
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==0IMO] &3: a value driver
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Shiseido’s Overseas Business Trend
(%, =i otoll) 2001 2002 2003 2004 2005 2006 2007
Sales
Americas 34,500 41,600 46,700 45,808 44 282 47,527 53,969
Europe 38,200 51,300 61,700 68,104 74,929 80,395 79,325
Asia/Oceania 33,600 39,400 45,800 48,485 56,465 69,319 91,503
Overseas Total 106,300 132,300 154,200 162,397 175,676 197,241 224,798
Operating Margin
Americas 6.4 0.0 4.8 0.4 1.0 3.3 5.2
Europe 3.4 3.1 3.5 4.8 7.2 7.1 8.0
Asia/Oceania 9.5 8.4 10.2 12.0 12.6 12.4 12.3
Overseas Total 6.3 3.7 5.9 5.7 7.4 8.1 9.0
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‘Established Channel’'2 0|2

Channels and store numbers

Brands
Chanel, Sisley,
La Mer, Cle de peau, Luxury
Beaute Department Sotres

50+

Lancome, CD, Estee Lauder

Shiseido, Beaute de Kose

Kaneb

High-End

Department Stores

100+ . .
- Foreign Specialty Stores

(Eg, Sephora)

Olay, Loreal

.............. Lanegie, Isa Knox ..

B-Class

Department Stores

Za, Fitit, Pure & Mild
Recipeo, Nivea, Ponds
Dabao, Up2U etc.

C-Clss

Department Sotres

5,700+
Main Specialty Stores .
(Eg. SaSa)
i Pharmacies/Drugstores

(Eg, Watsons, Cosmed)

Local brands

Eg, Longligi

1.4mn+

General Stores/

Grocery Stores
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HYpermarkets
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National Supermarket Chain

Independent Supermarket -
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‘Brand New’ Brand building
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___________ e
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Men’s and toiletries lines

5

Non-Shiseido brands

.
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From a Valuation Perspective
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From a Financial Perspective

. | —
L'Oreal: 2= FXI2t M&A
(gHote 2) S+ Free cash flow (%)
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Implications?
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