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051900 KS · Cosmetics 

LG H&H 
Too early to confirm a sustainable recovery 
 

1Q26 review: Earlier-than-expected return to profit for China-related channels  
For 1Q26, LG H&H reported revenue of W1.58tr (-7% YoY) and operating profit of 
W107.8bn (-24% YoY), sharply beating the consensus. The company’s key cosmetics 
channels tied to China—namely its China subsidiary and duty-free operations—have  
recently fluctuated between large operating losses and periods of improvement. In 
1Q26, both channels had initially been expected to remain in the red, but they returned 
to profitability earlier than anticipated, driving the overall earnings beat. 

The cosmetics business posted revenue of W771.1bn (-12% YoY) and operating profit 
of W38.6bn (-43% YoY), showing the largest discrepancy vs. estimates. Results were 
heavily influenced by China-related channels, which together account for roughly 30% 
of cosmetics sales. Profitability in these channels has become highly volatile, swinging 
by tens of billions of won between losses and profits each quarter. While formerly 
serving as steady cash cows, these channels have been undergoing restructuring and 
business efficiency measures since the slowdown in China’s beauty market, including 
the closure of The History of Whoo stores in China and duty-free volume adjustments. 
We had therefore expected them to remain in the red in 1Q26, but they returned to 
profitability. Ongoing fixed cost reductions supported earnings in both channels, while 
duty-free operations benefited from a recovery in independent traveler demand. In 
China, seasonally favorable conditions also allowed marketing spending to be executed 
more efficiently.  

Overseas results excluding China were solid, led by North America. Dr. Groot delivered 
triple-digit growth and continued to expand smoothly into offline channels such as 
Costco and Sephora. Furthermore, the brand’s premium positioning is helping to 
narrow losses in the North America business, which is encouraging. 

Revenue and profits declined modestly in both the home care & daily beauty (HDB) and 
beverage categories, and performance in domestic offline channels (including discount 
stores) remained weak. Meanwhile, as the company had already secured sufficient 
inventory of key materials (plastic packaging materials, aluminum, etc.) to cover 
production through 2Q26, rising material prices had no major impact in 1Q26. 

(Dec.) 2024 2025 2026F 2027F 2028F 

Revenue (Wbn) 6,812 6,355 6,295 6,257 6,330 

OP (Wbn) 459 171 338 363 394 

OP margin (%) 6.7 2.7 5.4 5.8 6.2 

NP (Wbn) 189 -100 210 231 257 

EPS (W) 10,675 -5,688 12,080 13,311 14,761 

ROE (%) 3.4 -1.8 3.8 4.0 4.3 

P/E (x) 28.6 - 21.0 19.1 17.2 

P/B (x) 1.0 0.8 0.8 0.8 0.7 

Dividend yield (%) 1.1 0.8 0.8 0.9 0.9 
Notes: Under consolidated K-IFRS; NP is attributable to owners of the parent 
Source: Company data, Mirae Asset Securities Research estimates 
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Too early to confirm a sustainable recovery 

Despite the profit improvement in China-related channels in 1Q26, we believe it is premature 
to interpret this as the start of a sustained recovery. Duty-free volume adjustments are 
scheduled to continue through 1H26, while the China subsidiary is expected to increase 
marketing from 2Q26 due to seasonality and the launch schedule for new Cheongidan 
products. There are also concerns surrounding the HDB and beverage segments, which could 
be negatively affected by the suspension of a major hypermarket chain’s operations. For 2Q26, 
we expect the China subsidiary to return to the red and earnings from the HDB and beverage 
segments to decline. Going forward, the earnings outlook will likely be determined by 
restructuring plans for China-related channels. Meaningful share price momentum is likely to 
be delayed until earnings visibility improves further. 

Figure 1. Cosmetics OP trends by channel: Greater earnings volatility in duty-free and 
overseas (e.g., Chinese) channels 

 

Source: Company data, Mirae Asset Securities Research 
 

Table 1. Annual earnings and forecasts (Wbn) 
 2023 2024 2025 2026F 2027F 2028F 

Revenue 6,805  6,812  6,356  6,295  6,257  6,330  
Cosmetics 2,816  2,814  2,521  3,004  2,953  3,015  
HDB 2,182  2,173  2,063  1,551  1,545  1,540  
Beverages 1,807  1,824  1,771  1,739  1,758  1,776  

OP 487  459  171  338  363  394  
Cosmetics 147  169  (89) 92  108  133  
HDB 126  123  117  81  85  87  
Beverages 215  168  142  165  170  174  

Pretax profit 276  317  (63) 293  323  358  
NP 164  204  (86) 220  242  269  
NP (owners of the parent) 143  189  (100) 210  231  257  
OP margin (%) 7.2  6.7  2.7  5.4  5.8  6.2  

Cosmetics 5.2  6.0  (3.5) 3.1  3.6  4.4  
HDB 5.8  5.6  5.7  5.2  5.5  5.6  
Beverages 11.9  9.2  8.0  9.5  9.7  9.8  

Revenue growth (%, YoY) (5.3) 0.1  (6.7) (1.0) (0.6) 1.2  
Cosmetics (12.3) (0.1) (10.4) 19.1  (1.7) 2.1  
HDB (1.3) (0.4) (5.1) (24.8) (0.4) (0.4) 
Beverages 2.4  1.0  (2.9) (1.8) 1.1  1.0  

OP growth (%, YoY) (31.5) (5.7) (62.8) 98.0  7.5  8.3  
Cosmetics (52.6) 15.1  TTR TTB 16.9  23.7  
HDB (33.9) (2.4) (4.3) (31.2) 5.6  1.6  
Beverages 1.4  (21.9) (15.4) 16.2  3.1  2.0  

NP growth (%, YoY) (39.7) 32.5  TTR TTB 10.2  10.9  
Note: Dr. Groot, Euthymol, Avon, and Dominas included in cosmetics from 2026 
Source: Company data, Mirae Asset Securities Research 
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Table 2. Quarterly earnings and forecasts (Wbn) 
 1Q25 2Q25 3Q25 4Q25 2025 1Q26P 2Q26F 3Q26F 4Q26F 2026F 

Revenue 1,698  1,605  1,580  1,473  6,356  1,577  1,541  1,578  1,599  6,295  
Cosmetics 879  605  471  566  2,521  771  745  664  823  3,004  
HDB 402  542  596  523  2,063  398  352  406  396  1,551  
Beverages 417  458  513  384  1,771  408  444  508  380  1,739  

OP 142  55  46  (73) 171  108  69  98  63  338  
Cosmetics 68  (16) (59) (81) (89) 39  11  14  28  92  
HDB 28  29  42  19  117  25  18  25  13  81  
Beverages 47  43  63  (10) 142  44  40  59  23  165  

Pretax profit 142  47  33  (285) (63) 116  61  88  28  293  
NP 103  39  23  (251) (86) 89  46  66  19  220  
NP (owners of the parent) 98  35  18  (252) (100) 84  44  63  19  210  

OP margin (%) 8.4  3.4  2.9  (4.9) 2.7  6.8  4.5  6.2  3.9  5.4  
Cosmetics 7.7  (2.7) (12.5) (14.4) (3.5) 5.0  1.5  2.2  3.4  3.1  
HDB 6.8  5.3  7.1  3.6  5.7  6.4  5.0  6.2  3.2  5.2  
Beverages 11.3  9.3  12.2  (2.6) 8.0  10.7  9.0  11.6  5.9  9.5  

Revenue growth (%, YoY) (1.8) (8.8) (7.8) (8.5) (6.7) (7.1) (4.0) (0.1) 8.6  (1.0) 
Cosmetics 20.0  (19.4) (26.5) (18.0) (10.4) (12.3) 23.2  41.1  45.4  19.1  
HDB (28.4) 2.0  4.1  2.9  (5.1) (0.9) (35.0) (32.0) (24.4) (24.8) 
Beverages (4.0) (4.2) 2.4  (6.7) (2.9) (2.2) (3.2) (0.9) (0.9) (1.8) 

OP growth (%, YoY) (5.7) (65.4) (56.5) (267.5) (62.8) (24.3) 25.2  113.2  (186.9) 98.0  
Cosmetics 2.4  TTR TTR TTR (152.6) (43.2) TTB TTB TTB TTB 
HDB (14.6) (7.1) 6.8  (5.6) (4.3) (7.6) (38.4) (40.7) (33.1) (31.2) 
Beverages (10.5) (18.0) 17.0  (197.1) (15.4) (6.8) (6.1) (5.9) TTB 16.2  

NP growth (%, YoY) (7.8) (65.0) (73.1) RR (152.9) (14.4) 25.1  247.9  TTB TTB 
Note: Dr. Groot, Euthymol, Avon, and Dominas included in cosmetics from 2026 
Source: Company data, Mirae Asset Securities Research 
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Table 3. Cosmetics revenue and forecasts (Wbn) 
 1Q25 2Q25 3Q25 4Q25 1Q26P 2Q26F 3Q26F 4Q26F 2025 2026F 2027F 

Revenue 879  605  471  566  771  745  664  823  2,521  3,004  2,953  
Duty-free 140  115  38  45  85  90  72  92  338  339  362  
China 193  145  108  193  154  125  98  183  639  560  539  
Other 546  345  325  328  532  531  494  548  1,544  2,105  2,052  

Growth (%, YoY) 20.0  (19.4) (26.5) (18.0) (12.3) 23.2  41.1  45.4  (10.4) 19.1  (1.7) 
Duty-free (18.6) (36.2) (77.4) (40.4) (39.4) (22.0) 92.0  104.0  (43.2) 0.4  6.8  
China 16.3  (12.0) (6.0) (18.0) (20.3) (13.9) (9.3) (5.1) (6.2) (12.4) (3.7) 
Other 38.3  (14.9) (9.4) (13.5) (2.5) 54.0  51.9  66.9  0.4  36.3  (2.5) 

% of revenue                       
Duty-free 15.9  19.0  8.0  8.0  11.0  12.0  10.9  11.2  13.4  11.3  12.3  
China 22.0  24.0  23.0  34.0  20.0  16.8  14.8  22.2  25.4  18.6  18.3  
Other 62.1  57.0  69.0  58.0  69.0  71.2  74.3  66.6  61.2  70.1  69.5  

Note: Dr. Groot, Euthymol, Avon, and Dominas included in cosmetics from 2026 
Source: Company data, Mirae Asset Securities Research 

 

Table 4. Revenue forecasts by region (Wbn) 
  1Q25 2Q25 3Q25 4Q25 1Q26P 2Q26F 3Q26F 4Q26F 2025 2026F 2027F 

Revenue 536  520  493  584  541  535  516  636  2,133  2,229  2,411  
China 209  186  147  230  179  163  137  219  771  699  688  
North America 125  140  154  154  168  172  171  186  574  697  847  
Japan 114  106  103  110  99  105  119  129  433  452  466  
Other 89  88  89  89  95  95  89  102  355  381  409  

Growth (%, YoY) 4.2  0.0  7.1  (5.0) 0.9  2.9  4.7  8.9  1.1  4.5  8.2  
China (2.2) (8.0) (4.7) (16.6) (14.4) (12.0) (6.4) (4.9) (8.7) (9.4) (1.5) 
North America 2.4  6.4  23.2  7.9  34.9  22.5  10.8  20.2  9.9  21.4  21.6  
Japan 22.3  12.9  6.8  6.0  (13.0) (1.1) 15.5  17.0  11.8  4.3  3.0  
Other 3.1  (4.7) 5.1  (2.6) 6.8  7.8  0.2  14.7  0.1  7.4  7.3  

% of revenue              
China 39.0  35.7  29.8  39.4  33.1  30.5  26.6  34.4  36.2  31.3  28.6  
North America 23.2  27.0  31.3  26.4  31.1  32.1  33.1  29.2  26.9  31.3  35.2  
Japan 21.3  20.4  20.8  18.9  18.3  19.6  23.0  20.3  20.3  20.3  19.3  
Other 16.6  16.9  18.1  15.3  17.5  17.7  17.3  16.1  16.6  17.1  17.0  

Source: Company data, Mirae Asset Securities Research 

 

Table 5. Valuation table (W) 
 Value Notes 

12MF EPS 14,817   

Target P/E (x) 21  Sector avg. 

Fair value per share 311,161    
Target price 290,000   

Current price 254,000    

Upside (%) 14.2   
Source: Mirae Asset Securities Research 
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LG H&H (051900 KS) 

Income statement (summarized)      Balance sheet (summarized)     
(Wbn) 2025 2026F 2027F 2028F  (Wbn) 2025 2026F 2027F 2028F 
Revenue 6,355 6,295 6,257 6,330  Current assets 2,635 3,024 3,328 3,666 
Cost of revenue 3,211 3,177 3,155 3,189  Cash & equivalents 1,086 1,343 1,659 1,977 
GP 3,144 3,118 3,102 3,141  AR & other receivables 511 555 551 557 
SG&A expenses 2,974 2,780 2,739 2,748  Inventory 832 904 898 909 
OP (adj.) 171 338 363 394  Other current assets 206 222 220 223 
OP 171 338 363 394  Non-current assets 4,234 4,125 4,022 3,931 
Non-operating profit -234 -45 -40 -36  Investments in associates 61 67 66 67 
Net financial income 8 23 30 37  PP&E 2,063 1,981 1,909 1,846 
Net income from associates 4 4 4 4  Intangible assets 1,799 1,767 1,736 1,707 
Pretax profit -63 293 323 358  Total assets 6,869 7,149 7,350 7,597 
Income tax 22 73 81 90  Current liabilities 945 1,021 1,016 1,027 
Profit from continuing operations -86 220 242 269  AP & other payables 382 415 412 417 
Profit from discontinued operations 0 0 0 0  Short-term financial liabilities 153 161 160 162 
NP -86 220 242 269  Other current liabilities 410 445 444 448 
Attributable to owners -100 210 231 257  Non-current liabilities 354 374 373 376 
Attributable to minority interests 14 10 11 12  Long-term financial liabilities 119 120 120 120 
Total comprehensive income -57 220 242 269  Other non-current liabilities 235 254 253 256 
Attributable to owners -72 223 245 272  Total liabilities 1,299 1,396 1,388 1,403 
Attributable to minority interests 15 -3 -3 -3  Equity attributable to owners 5,449 5,622 5,820 6,040 
EBITDA 411 562 576 596  Capital stock 89 89 89 89 
FCF 368 310 354 362  Capital surplus 97 97 97 97 
EBITDA margin (%) 6.5 8.9 9.2 9.4  Retained earnings 5,540 5,717 5,915 6,135 
OP margin (%) 2.7 5.4 5.8 6.2  Minority interests 121 131 142 154 
Net margin (%) -1.6 3.3 3.7 4.1  Shareholders' equity 5,570 5,753 5,962 6,194 

           

Cash flow statement (summarized)      Key valuation metrics/ratios      
(Wbn) 2025 2026F 2027F 2028F   2025 2026F 2027F 2028F 
Operating cash flow 446 410 454 462  P/E (x) - 21.0 19.1 17.2 
NP -86 220 242 269  P/CF (x) 10.8 8.9 8.8 8.5 
Non-cash income/expenses 508 274 259 250  P/B (x) 0.8 0.8 0.8 0.7 
   Depreciation 201 182 172 163  EV/EBITDA (x) 8.3 5.5 4.8 4.1 
   Amortization 39 42 41 40  EPS (W) -5,688 12,080 13,311 14,761 
   Other 268 50 46 47  CFPS (W) 24,018 28,403 28,824 29,821 
Chg. in working capital 123 -35 4 -5  BPS (W) 315,868 326,082 337,462 350,123 
Chg. in AR & other receivables 87 -42 3 -6  DPS (W) 2,000 2,000 2,200 2,400 
   Chg. in inventory 86 -72 5 -11  Dividend payout ratio (%) -34.2 13.3 13.3 13.1 
Chg. in AP & other payables -25 17 -1 3  Dividend yield (%) 0.8 0.8 0.9 0.9 
Income tax -110 -73 -81 -90  Revenue growth (%) -6.7 -1.0 -0.6 1.2 
Cash flow from investing activities -171 -117 -109 -109  EBITDA growth (%) -42.5 37.0 2.4 3.5 
Chg. in PP&E -74 -100 -100 -100  OP growth (%) -62.8 98.0 7.5 8.3 
Chg. in intangible assets -16 -10 -10 -10  EPS growth (%) TTR TTB 10.2 10.9 
Chg. in financial assets -86 -9 1 -1  AR turnover (x) 11.9 12.4 11.9 12.0 
Other 5 2 0 2  Inventory turnover (x) 7.2 7.3 6.9 7.0 
Cash flow from financing activities -443 -46 -64 -47  AP turnover (x) 14.8 15.0 14.3 14.5 
Chg. in financial liabilities -362 8 -1 1  ROA (%) -1.2 3.1 3.3 3.6 
Chg. in equity 0 0 0 0  ROE (%) -1.8 3.8 4.0 4.3 
   Dividends  -98 -34 -34 -37  ROIC (%) 4.7 5.6 5.9 6.6 
Other 17 -20 -29 -11  Debt-to-equity ratio (%) 23.3 24.3 23.3 22.6 
Chg. in cash -167 257 315 318  Current ratio (%) 278.9 296.1 327.7 357.0 
Beginning balance 1,253 1,086 1,343 1,659  Net debt-to-equity ratio (%) -16.5 -20.7 -25.3 -29.5 
Ending balance 1,086 1,343 1,659 1,977  Interest coverage ratio (x) 8.1 44.7 47.4 51.3 
Source: Company data, Mirae Asset Securities Research estimates 
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Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its contents.   
United States: Mirae Asset Securities is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation 
of research reports and the independence of research analysts. This report is distributed in the U.S. by Mirae Asset Securities (USA) Inc., a member of 
FINRA/SIPC, to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6(b)(4) under the U.S. Securities 
Exchange Act of 1934, as amended. All U.S. persons that receive this document by their acceptance hereof represent and warrant that they are a major U.S. 
institutional investor and have not received this report under any express or implied understanding that they will direct commission income to Mirae Asset 
Securities or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed herein should contact and place 
orders with Mirae Asset Securities (USA) Inc. Mirae Asset Securities (USA) Inc. accepts responsibility for the contents of this report in the U.S., subject to the 
terms hereof, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Under no circumstances should any recipient of 
this research report effect any transaction to buy or sell securities or related financial instruments through Mirae Asset Securities. The securities described 
in this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to 
U.S. persons absent registration or an applicable exemption from the registration requirements.   
Hong Kong SAR: This report is distributed in Hong Kong SAR by Mirae Asset Securities (HK) Limited, which is regulated by the Hong Kong Securities and 
Futures Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong SAR. This report is for distribution only 
to professional investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong SAR (Cap. 571, Laws of Hong Kong 
SAR) and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong SAR to any person. 
India: This report is being distributed by Mirae Asset Capital Markets (India) Private Limited (“MACM”) in India to the customers based in India and is personal 
information only for those authorised recipient(s). MACM is inter alia a Securities and Exchange Board of India (“SEBI”) registered Research Analyst in India 
and is not registered outside India. MACM and Mirae Asset, Korea are group entities. MACM makes no guarantee, representation or warranty, express or 
implied, as to the fairness, accuracy, completeness or correctness of the information and opinions contained herein. The user assumes the entire risk of any 
use made of this information. This report has been provided for assistance only and is not intended to be and must not alone be taken as the basis for an 
investment decision. Recipient must read the entire Appendix 1 to the report carefully for Important Disclosures & Disclaimers. 
All other jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Mirae Asset 
Securities or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Mirae 
Asset Securities and its affiliates to any registration or licensing requirement within such jurisdiction. 
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Mirae Asset Securities Co., Ltd. (Seoul)  Mirae Asset Securities (HK) Ltd.  Mirae Asset Securities (UK) Ltd. 
One-Asia Equity Sales Team 
Mirae Asset Center 1 Building  
26 Eulji-ro 5-gil, Jung-gu, Seoul 04539 
Korea 

 Units 8501, 8507-8508, 85/F 
International Commerce Centre 
1 Austin Road West 
Kowloon 
Hong Kong SAR 

 41st Floor, Tower 42 
25 Old Broad Street, 
London EC2N 1HQ 
United Kingdom 
 

Tel: 82-2-3774-2124  Tel: 852-2845-6332  Tel: 44-20-7982-8000  

Mirae Asset Securities (USA) Inc.  Mirae Asset Wealth Management (Brazil) CCTVM  PT. Mirae Asset Sekuritas Indonesia 
810 Seventh Avenue, 37th Floor  
New York, NY 10019 
USA 
 
 

 Rua Funchal, 418, 18th Floor, E-Tower Building  
Vila Olimpia 
Sao Paulo - SP 
04551-060 
Brazil 

 District 8, Treasury Tower Building Lt. 50 
Sudirman Central Business District 
Jl. Jend. Sudirman, Kav. 52-54  
Jakarta Selatan 12190 
Indonesia 

Tel: 1-212-407-1000  Tel: 55-11-2789-2100  Tel: 62-21-5088-7000 

Mirae Asset Securities (Singapore) Pte. Ltd.  Mirae Asset Securities (Vietnam) LLC  Mirae Asset Securities Mongolia UTsK LLC 
6 Battery Road, #11-01 
Singapore 049909 
Republic of Singapore 
 

 7F, Saigon Royal Building 
91 Pasteur St. 
District 1, Ben Nghe Ward, Ho Chi Minh City 
Vietnam  
 

 #406, Blue Sky Tower, Peace Avenue 17 
1 Khoroo, Sukhbaatar District 
Ulaanbaatar 14240 
Mongolia 
 

Tel: 65-6671-9845  Tel: 84-8-3911-0633 (ext.110)  Tel: 976-7011-0806 

Mirae Asset Investment Advisory (Beijing) Co., Ltd  Beijing Representative Office  Shanghai Representative Office 

2401B, 24th Floor, East Tower, Twin Towers 
B12 Jianguomenwai Avenue, Chaoyang District  
Beijing 100022 
China 
 

 2401A, 24th Floor, East Tower, Twin Towers 
B12 Jianguomenwai Avenue, Chaoyang District  
Beijing 100022 
China 
 

 38T31, 38F, Shanghai World Financial Center 
100 Century Avenue, Pudong New Area  
Shanghai 200120 
China 

Tel: 86-10-6567-9699  Tel: 86-10-6567-9699 (ext. 3300)  Tel: 86-21-5013-6392 

Ho Chi Minh Representative Office  Mirae Asset Capital Markets (India) Pvt Ltd   

7F, Saigon Royal Building 
91 Pasteur St. 
District 1, Ben Nghe Ward, Ho Chi Minh City 
Vietnam  
 

 1st Floor, Tower 4, Equinox Business Park, 
LBS Marg, Off BKC, Kurla (West), Mumbai - 400 070 
India 
 

  

Tel: 84-8-3910-7715  Tel: 91-22-62661300 / 48821300   

 
 


