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HISTORY

Although the history of the LVMH group began in 1987 with the merger of Moét Hennessy and Louis Vuitton, the roots of the
Group actually stretch back much further, to eighteenth-century Champagne, when a man named Claude Moét decided to build on
the work of Dom Pérignon, a contemporary of Louis XIV; and to nineteenth-century Paris, famous for its imperial celebrations,
where Louis Vuitton, a craftsman trunk-maker, invented modern luggage. Today, the LVMH group is the world’s leading luxury
goods company, the result of successive alliances among companies that, from generation to generation, have successfully combined
traditions of excellence and creative passion with a cosmopolitan flair and a spirit of conquest. These companies now form a
powerful, global group in which the historic companies share their expertise with the newer brands, and continue to cultivate the
art of growing while transcending time, without losing their soul or their image of distinction.

From the 14th century to the present

14th century 1365 Le Clos des Lambrays 1945 Celine
1946 Christian Dior Couture
16th century 1593 Chateau d’Yquem 1947 Parfqms ChI:lStlaIl Dior
Emilio Pucci
1952 Givenchy
18th century 1729 Ruinart Connaissance des Arts
1743 Moét & Chandon 1957 Parfums Givenchy
1765 Hennessy 1958 Starboard Cruise Services
1772 Veuve Clicquot 1959 Chandon
1780 Chaumet 1960 DES
1969 Sephora
19th century 1815 Ardbeg 1970 Kenzo
Cape Mentelle
1817 Cova
. 1972 Parfums Loewe
1828 Guerlain . .
A 1974 Investir-Le Journal des Finances
1832 Chateau Cheval Blanc .
1843 Kru 1975 Ole Henriksen
8 . 1976 Benefit Cosmetics
Glenmorangie
1977 Newton
1846 Loewe
1980 Hublot
1849 Royal Van Lent . .
, 1983 Radio Classique
1852 Le Bon Marché . .
. . 1984 Pink Shirtmaker
1854 Louis Vuitton
. Marc Jacobs
1858 Mercier Make Up For Ever
1860 TAG Heuer P
e . 1985 Cloudy Bay
Jardin d’Acclimatation
. 1988 Kenzo Parfums
1865 Zenith
. 1991 Fresh
1870 La Samaritaine .
. 1992 Colgin Cellars
1884 Bvlgari
. 1993 Belvedere
1895 Berluti .
1898 Rimowa 1998 Bodega Numanthia
1999 Terrazas de los Andes
Cheval des Andes
20th century 1908 Les Echos
1916 Acqua di Par ma . 21st century 2004 Nicholas Kirkwood
1923 La Grande Epicerie de Paris
. 2008 KatVon D
1924 Loro Piana . . ..
. 2009 Maison Francis Kurkdjian
1925 Fendi ..
1936 Dom Périenon 2010 Woodinville
g e 2013 Ao Yun
1944 Le Parisien-Aujourd hui en France 2017 Fenty Beauty by Rihanna
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FINANCIAL HIGHLIGHTS

Key consolidated data

(EUR millions and percentage) 2018 2017 2016
Revenue 46,826 42,636 37,600
Profit from recurring operations 10,003 8,293 7,026
Net profit 6,990 5,840 4,453
Net profit, Group share 6,354 5,365 4,066
Cash from operations before changes in working capital @ 11,965 10,405 8,733
Operating investments 3,038 2,276 2,265
Free cash flow® 5,452 4,696 3,911
Total equity© 33,957 30,377 27,898
Net financial debt 5,487 7,153 3,244
Net financial debt/Equity ratio 16%© 24% 12%
(a) Before tax and interest paid.
(b) Net cash from operating activities and operating investments.
(c) Including minority interests.
(d) Excluding purchase commitments for minority interests included in “Other non-current liabilities”.
(e) Excluding the acquisition of Belmond shares.
Information by business group
Revenue by business group (EUR millions) 2018 2017 2016
Wines and Spirits 5,143 5,084 4,835
Fashion and Leather Goods 18,455 15,472 12,775
Perfumes and Cosmetics 6,092 5,560 4,953
Watches and Jewelry 4,123 3,805 3,468
Selective Retailing 13,646 13,311 11,973
Other activities and eliminations (633) (596) (404)
Total 46,826 42,636 37,600
Change in revenue by business group 2018 2017 2018/2017 Change 2016
(EUR millions and percentage)

Published Organic®
Wines and Spirits 5,143 5,084 +1% +5% 4,835
Fashion and Leather Goods 18,455 15,472 +19% +15% 12,775
Perfumes and Cosmetics 6,092 5,560 +10% +14% 4953
Watches and Jewelry 4123 3,805 +8% +12% 3,468
Selective Retailing 13,646 13,311 +3% + 6% 11,973
Other activities and eliminations (633) (596) - (404)
Total 46,826 42,636 +10% +11% 37,600

(a) On a constant consolidation scope and currency basis. The net impact of exchange rate fluctuations was -4% and the net impact of changes in the scope of consolidation was +3%.
The principles used to determine the net impact of exchange rate fluctuations on the revenue of entities reporting in foreign currencies and the net impact of changes in the scope

of consolidation are described on page 37.

Profit from recurring operations by business group (EUR millions) 2018 2017 2016
Wines and Spirits 1,629 1,558 1,504
Fashion and Leather Goods 5,943 4,905 3,873
Perfumes and Cosmetics 676 600 551
Watches and Jewelry 703 512 458
Selective Retailing 1,382 1,075 919
Other activities and eliminations (330) (357) (279)
Total 10,003 8,293 7,026
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Information by geographic region

Revenue by geographic region of delivery (as %) 2018 2017 2016
France 10 10 10
Europe (excluding France) 19 19 18
United States 24 25 27
Japan 7 7 7
Asia (excluding Japan) 29 28 26
Other markets 11 11 12
Total 100 100 100
Revenue by invoicing currency (as %) 2018 2017 2016
Euro 22 23 23
US dollar 29 30 32
Japanese yen 7 7 7
Hong Kong dollar 6 6 6
Other currencies 36 34 32
Total 100 100 100
Number of stores 2018 2017® 2016®
France 514 508 492
Europe (excluding France) 1,153 1,156 1,061
United States 783 754 703
Japan 422 412 387
Asia (excluding Japan) 1,289 1,151 991
Other markets 431 393 314
Total 4,592 4,374 3,948
(a) Including 198 stores for Christian Dior Couture and 57 for Rimowa.

(b) Excluding Rimowa, whose network was integrated in 2017.

Data per share

(EUR) 2018 2017 2016
Earnings per share

Basic Group share of earnings per share 12.64 10.68 8.08
Diluted Group share of earnings per share 12.61 10.64 8.06
Dividend per share

Interim 2.00 1.60 1.40
Final 4.00 3.40 2.60
Gross amount paid for fiscal year®@® 6.00 5.00 4.00

(a) For fiscal year 2018, amount proposed at the Shareholders’ Meeting of April 18,2019.
(b) Gross amount paid for fiscal year, excluding the impact of the tax regulations applicable to the recipient.
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EXECUTIVE AND SUPERVISORY BODIES; STATUTORY AUDITORS

Board of Executive Performance
Directors™ Committee Audit Committee"
Bernard Arnault Bernard Arnault Yves-Thibault de Silguy @

Chairman and Chief Executive Officer

Antonio Belloni
Group Managing Director

Antoine Arnault
Delphine Arnault

Nicolas Bazire

Sophie Chassat®®
Bernadette Chirac®?
Charles de Croisset®
Diego Della Valle®

Clara Gaymard®?
Marie-Josée Kravis?
Lord Powell of Bayswater
Marie-Laure Sauty de Chalon®?
Yves-Thibault de Silguy®

Hubert Védrine @

Advisory Board member

Paolo Bulgari

(1) As of December 31,2018.
(2) Independent Director.

Chasrman and Chief Executive Officer

Antonio Belloni
Group Managing Director

Delphine Arnault
Louis Vutton Products

Nicolas Bazire
Development and Acquisitions

Pietro Beccari
Christian Dior Couture

Michael Burke
Louis Vitton

Chantal Gaemperle
Human Resources and Synergies

Jean-Jacques Guiony
Finance

Christopher de Lapuente
Sephora and Beauty

Philippe Schaus
Wines and Spirits

Sidney Toledano
Fashion Group

Jean-Baptiste Voisin
Strategy

General Secretary

Marc-Antoine Jamet

(3) Co-opted by the Board of Directors at its meeting on October 25, 2018.

Chairman
Antoine Arnault

Charles de Croisset@

Nominations and
Compensation Committee "

Charles de Croisset®@
Chairman

Marie-Josée Kravis@

Yves-Thibault de Silguy®

Ethics and Sustainable
Development Committee "

Yves-Thibault de Silguy @
Chairman

Delphine Arnault
Marie-Laure Sauty de Chalon®

Hubert Védrine®

Statutory Auditors"

ERNST & YOUNG Audit
represented by Jeanne Boillet
and Patrick Vincent-Genod

MAZARS
represented by Simon Beillevaire
and Loic Wallaert

The list of Directors’ appointments can be found in §1.4.1 of the Board of Directors’ report on corporate governance on pages 137 to 147 of the Reference Document.
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SIMPLIFIED ORGANIZATIONAL CHART OF THE GROUP
AS OF DECEMBER 31,2018

Diageo

34%

66% 99.9%

Moét &
99% i 100% . 100%
Charjdpn — —"= Hennessy L(.)UIS — Guerlain ~ ——— Chaumet
Dom Pérignon Vuitton
Mercier
9 o
Ruinart ~ — L 190%  Belvedere Berluti 100% | Kenzo Fred
Parfums
100% 100%
Glenmorangie . 99% Parfums
Krug 100% A b Celine ey Sephora
Veuve a 100%  Numanthia Kenzo 100% Make Up ~ 100% La
Clicquot Termes For Ever Samaritaine
Domaine
Cloudy ~ 100% | 100%  Chandon Givenchy 100%
Bay Terrazas
de los Andes
Newton 90% 50% Cheval
Vineyards des Andes®
Cape 100% 50%  Volcan De
Mentelle Mi Tierra®
100% A
——— Woodinville

(*) Accounted for using the equity method.
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The objective of this chart is to present the direct and/or indirect control

structure of brands and trade names by the Group's main holding companies.
It does not provide a complete presentation of all Group shareholdings.

M Holding companies

Brands and trade names

100%

95%

100%

100%

100%

69%

61%

Fendi

Pucci

Acqua
di Parma

Zenith

TAG Heuer

Hublot

DFS Asia

Repossi

99%

100%

100%

Royal
Van Lent

Loewe

100%

Parfums
Loewe

Benefit

Fresh

Marc
Jacobs

Colgin
Cellars

100%

100%

100%

80%

60%

100%

61%

100%

Starboard
Cruise
Services

DFS
USA

Sephora
USA

Ol 100%]
Henriksen

KatVonD  70%

Fenty 50%
Beauty

OTHER HOLDING

COMPANIES

Les Echos 100% Pink o
Shirtmaker
Le_Par|5|’enj 100% Chateau 96%
Aujourd’hui  ———— :
d'Yquem
en France
Investir 100% Chateau 50 %

Le Journal ————

. Cheval Blanc®
des Finances

H 1O/ (o)
CIS?:il:qoue 100% Loro Piana 85% |
SID 100% L}_\ilo'\f:l' 100% |
Editions
Management
Connaissance 100% Domaine ;9
des Arts | du Clos des ———
Lambrays
Nicholas  52% " 80%
— Rimowa —_—
Kirkwood
. 80% Maison ;o
Ve ] Francis ~ ——
Kurkdjian
Pelham 0%
Media -2
Limited
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MANAGEMENT REPORT OF THE BOARD OF DIRECTORS: THE GROUP

The LVMH business model

The LVMH group was formed from the merger of Moét
Hennessy and Louis Vuitton in 1987. Bernard Arnault became
the leading shareholder and Chairman and Chief Executive
Officer in 1989, with the ambition of making LVMH the world
leader in luxury.

Today, the LVMH group has built its leading position through
a unique portfolio of 70 exceptional Maisons, operating in six
business groups. Each of them creates products that combine

1. BUSINESS OVERVIEW

LVMH is the only group that operates simultaneously, through
its Maisons, in all the following luxury sectors:

Wines and Spirits: Based in Champagne, Bordeaux and other
renowned wine-growing regions, the Group’s Maisons — some
of which are hundreds of years old - all have their own unique
character, backed by a shared culture of excellence. The activities
of LVMH in Wines and Spirits are divided between the Champagne
and Wines segment and the Cognac and Spirits segment. This
business group focuses on growth in high-end market segments
through a powerful, agile international distribution network.
LVMH is the world leader in cognac, with Hennessy, and in
champagne, with an outstanding portfolio of brands and
complementary product ranges. It also produces high-quality
still and sparkling wines from around the world.

Fashion and Leather Goods: LVMH includes established Maisons
with their own unique heritage and more recent brands with
strong potential. Whether they are part of Haute Couture or
luxury fashion, LVMH’s Maisons have based their success on
the quality, authenticity and originality of their designs, created
by talented, renowned designers. All the Group’s Maisons are
focused on the creativity of their collections, building on their
iconic, timeless lines, achieving excellence in their retail networks
and strengthening their online presence, while maintaining
their identity.

Perfumes and Cosmetics: LVMH is a key player in the perfume,
makeup and skincare sector, with a portfolio of world-famous
established names as well as younger brands with a promising
future. Its Perfumes and Cosmetics business group boasts
exceptional momentum, driven by growing and securing the
long-term future of its flagship lines as well as boldly developing
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high-level expertise with a strong heritage, drawing their
momentum from a spirit of innovation and openness to the world.

The Group helps its Maisons grow over the long term, based
on respect for their specific strengths and individuality,
underpinned by common values and a shared business model.
Accordingly, it provides them with all of the resources they
need to grow in terms of designing, manufacturing and
selectively retailing their products and services.

new products. The Maisons cultivate their individuality, a
differentiating factor for their followers in a highly competitive
global market. At the same time, they are all driven by the same
values: the pursuit of excellence, creativity, innovation and
complete control of their brand image.

Watches and Jewelry: The Maisons in the most recent of LVMH’s
business groups operate in the high-quality watchmaking, jewelry
and high jewelry sectors. It features some of the most dynamic
brands on the market, positioned to complement each other’s
strengths. These Maisons rely on their outstanding expertise,
creativity and innovation to surprise their customers all over the
world and respond to their aspirations.

Selective Retailing: The Group’s Selective Retailing brands all
pursue a single objective: transforming shopping into a unique
experience. From elegant interior design to a specialist selection
of high-end products and services, combined with personalized
relationships, customers are the focus of their attention on a daily
basis. Operating all over the world, the Maisons are active in
two spheres: selective retail and travel retail (selling luxury goods
to international travelers).

Other activities: The Maisons in this business group are all
ambassadors for culture and a certain ar¢ de vivre that is emblematic
of LVMH. This approach is taken by Maisons including the
Les Echos group which, apart from Zes £chos itself - the leading
daily financial newspaper in France — owns several business and
arts titles; the Royal Van Lent shipyard, which builds and
markets custom-designed yachts under the prestigious Feadship
name; and the exceptional Cheval Blanc hotels, which operate
worldwide.



MANAGEMENT REPORT OF THE BOARD OF DIRECTORS: THE GROUP
The LVMH business model

Key figures
(as of December 31,2018)

7 O 2 5 Maisons over 7 O countries
Maisons 100 years old worldwide
joiners™
/‘ 5 é employees 4 6/‘ 4 including 4 5 stores
/ worldwide / 4,946 in France / worldwide

Geographic presence
(as of December 31,2018)

1 ,1 53 stores
38,645 employees
514 stores Europe® " 1,289 stores
2316;1 56 employees iﬂ-&802 employees

783 stores
32,71 7 employees
United States
422 stores
6,905 employees
431 stores e

1 1,856 employees

Other markets

(1) Under permanent contracts.
(2) Excluding France.
(3) Excluding Japan.
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MANAGEMENT REPORT OF THE BOARD OF DIRECTORS: THE GROUP

The LVMH business model

2.  GROUP VALUES

In its quest for excellence, there are three fundamental values
that drive the Group’s performance and ensure its long-term
future. These are shared by everyone involved at LVMH, and
inspire and guide their actions. They are one of its Maisons’
keys to success, anchoring them in the modern world and the
society in which they operate.

Being creative and innovative: Creativity and innovation
are part of LVMH’s DNA; throughout the years, they have been
the keys to the Maisons’ success and the basis of their solid
reputations. These fundamental values of creativity and innovation
are pursued in tandem by the Maisons as they focus on achieving
the ideal balance between continually renewing their offer while
resolutely looking to the future, always respecting their unique
heritage.

3. OPERATING MODEL

LVMH has implemented a unique operating model based on six
pillars, which contributes to the Group’s long-term success by
combining profitable growth, sustainability and a commitment
to excellence.

Decentralized organization: The structure and operating principles
adopted by LVMH ensure that Maisons are both autonomous
and responsive. As a result, they are able to build close relationships
with their customers, make fast, effective and appropriate
decisions, and motivate Group employees for the long term by
encouraging them to take an entrepreneurial approach.

Internal growth: The LVMH group prioritizes internal growth
and is committed to developing its Maisons, and encouraging
and protecting their creativity. Staff play a critical role in 2 model
of this kind, so supporting them in their career and encouraging
them to exceed their own expectations is essential.

Vertical integration: Designed to cultivate excellence both up-
and downstream, vertical integration ensures control of every
stage of the value chain, from sourcing to production facilities
and selective retailing. It also guarantees strict control of Maisons’
brand image.

(A 2018 Reference Document

Delivering excellence: Within the Group, quality can never be
compromised. Because the Maisons embody everything that is
most noble and accomplished in the world of fine craftsmanship,
they pay extremely close attention to detail and strive for
perfection: from products to services, it is in this quest for
excellence that the Group differentiates itself.

Cultivating an entrepreneurial spirit: The Group’s agile,
decentralized structure fosters efficiency and responsiveness.
It encourages individuals to take initiative by giving everyone a
significant level of responsibility. The entreprencurial spirit
promoted by the Group makes risk-taking easier and encourages
perseverance. It requires a pragmatic approach and the ability
to mobilize staff towards achieving ambitious goals.

Creating synergies: Resources are pooled at Group level to create
intelligent synergies while respecting each Maison’s independence
and autonomy. LVMH’s shared strength as a Group is used to
benefit each Maison individually.

Securing expertise for the long term: The Maisons that make
up the Group cultivate a long-term vision. To protect their
identity and excellence, LVMH and its Maisons have implemented
numerous tools to pass on expertise and promote artisanal and
creative skills in the next generation.

A complementary mix of activities and geographic locations:
The LVMH group has equipped itself to grow steadily by
balancing its activities and their geographical spread, helping
to secure its position in the face of economic fluctuations.
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MANAGEMENT REPORT OF THE BOARD OF DIRECTORS: THE GROUP

Business overview, highlights and outlook

1. WINES AND SPIRITS

In 2018, revenue for the Wines and Spirits business group represented 11% of the LVMH group’s total revenue. Champagne and
wines made up 46% of this revenue, while cognacs and spirits accounted for 54%.

1.1 Champagne and Wines

1.1.1 Champagne and Wine brands

LVMH produces and sells a very broad range of high-quality
champagnes. Beyond the Champagne region, the Group develops
and distributes a range of high-end still and sparkling wines
produced in nine countries spanning four continents: France,
Spain, the United States (California), Argentina, Brazil, Australia,
New Zealand, India and China.

Founded in 1743, Moét & Chandon is the Champagne region’s
leading wine grower, producer and exporter, renowned for its
exceptional heritage and pioneering spirit. Steeped in tradition
with its iconic Moét Impérial blend and its legendary vintage
champagnes while garnering a considerable following for its
rosé champagnes, the Maison is also squarely positioned as an
innovator, having broken new ground in particular with Mo¢r
Ice Impérial, the very first champagne designed to be served over
ice in large glasses to reveal all of its subtle nuances.

The prestige brand Dom Pérignon, which only releases vintage
champagnes, carries the legacy of its namesake, the Benedictine
monk Dom Pierre Pérignon, universally regarded as the spiritual
father of champagne. The first vintage of Dom Pérignon was
produced by Moét & Chandon in 1936.

Ranking second in the industry, Veuve Clicquot embodies a
bold, chic a7t de vivre cultivated by the Maison since it was founded
in 1772. The Maison’s iconic champagnes include Brut Carte Jaune,
Veuve Clicquot Rosé, the first blended rosé champagne, created
200 years ago; the prestige cuvée La Grande Dame, an exclusive
blend of eight of Veuve Clicquot’s classic grands crus; and the
“Extra Brut Fxtra Old” premium cuvée launched in 2017, which
is blended exclusively from select reserve wines.

1.1.2 Competitive position

Ruinart, founded in 1729, is the oldest of the champagne houses.
Each of its cuvées expresses the distinctive personality of
chardonnay, the Maison’s dominant grape variety. Krug, established
in 1843 and acquired by LVMH in January 1999, is the first
champagne house to create an exclusively prestige cuvée every
year: Grande Cuvée. Mercier, which was founded by Eugene
Mercier in 1858, has always had the aim of creating a champagne
for all occasions, which is sold mainly in the French market.

LVMH’s portfolio of wines from outside the Champagne
region includes a number of prestigious New World and French
appellations.

The Group’s wineries from the New World are Cape Mentelle
in Australia, Cloudy Bay in New Zealand, Newton Vineyard in
California, Terrazas de Los Andes and Cheval des Andes in
Argentina, Ao Yun in China, Numanthia Termes in Spain (founded
in 1998 and acquired by LVMH in 2008), and Colgin Cellars,
a winery founded by Ann Colgin 25 years ago in the heart of
Napa Valley and acquired by LVMH in 2017. The Chandon
brand (created in 1959 in Argentina) includes the Moét Hennessy
sparkling wines developed in California, Argentina, Brazil,
Australia, India and China by Chandon Estates.

In France, since 1999 LVMH has owned Chateau d’Yquem,
the most celebrated Sauternes and the only Premier Cru Supérienr
in the 1855 classification. In 2009, the Group purchased a 50%
stake in the prestigious winery Chateau Cheval Blanc, Premier
Grand Cru classé A Saint-Emilion. Lastly, in 2014, LVMH acquired
Domaine du Clos des Lambrays, one of the oldest and most
prestigious Burgundy vineyards, and the premier Grand Cru of
the Cote de Nuits.

In 2018, shipments of LVMH champagne brands were down 3% in volume, while shipments from the Champagne region as a whole
were down 2% (source: CIVC). LVMH’s market share was 21.7% of the total shipments from the region, compared to 21.9% in 2017.

Champagne shipments, for the whole Champagne region, break down as follows:

(in millions of bottles and percentage) 2018 2017 2016
Volumes  Market Volumes  Market Volumes  Market

share share share

Region LVMH (%) Region LVMH (%) Region LVMH (%)

France 147.0 8.7 5.9 153.5 9.9 6.4 157.7 9.8 6.2
Export 154.9 56.7 36.6 153.9 57.3 37.3 148.4 52.7 35.6
Total 301.9 65.4 21.7 307.4 67.2 21.9 306.1 62.5 20.4

(Source: Comité Interprofessionnel des Vins de Champagne - CIVC).
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The geographic breakdown of LVMH champagne sales in 2018
is as follows (as a percentage of total sales expressed in number
of bottles):

(as %) 2018 2017 2016
Germany 5 5 5
United Kingdom 7 8 9
United States 19 19 19
Italy 4 4 4
Japan 10 10 9
Australia 5 5 5
Other 36 34 34
Total export 87 85 85
France 13 15 15
Total 100 100 100

1.1.3 The champagne production method

The Champagne appellation covers a defined geographic area
classified A.O.C. (Appellation d'Origine Controlee), which covers
the 34,000 hectares that can be legally used for production.
There are essentially three main types of grape varietals used in
the production of champagne: chardonnay, pinot noir and pinot
meunier.

In addition to its effervescence, the primary characteristic of
champagne is that it is the result of blending wines from different
years and/or different varieties and land plots. The best brands
are distinguished by their masterful blend and consistent quality,
achieved thanks to the talent of their wine experts.

Weather conditions significantly influence the grape harvest from
one year to the next. The production of champagne also requires
aging in cellars for two years or more for premium, vintage and/or
prestige cuvées. To protect themselves against crop variations
and manage fluctuations in demand, but also to ensure consistent
quality year after year, LVMH’s champagne houses regularly adjust
the quantities available for sale and keep reserve wines in stock,
mainly in storage tanks. As maturation times vary, the Group
constantly maintains significant champagne inventories in its
cellars. An average of 200 million bottles are stored in LVMH’s
cellars in Champagne, equivalent to about 3 years of sales; in
addition to this bottled inventory, the Group has wines still in
storage tanks waiting to be drawn (equivalent to 89 million bottles),
including the quality reserve withheld from sale in accordance
with applicable industry rules (equivalent to 10 million bottles).

MANAGEMENT REPORT OF THE BOARD OF DIRECTORS: THE GROUP

Business overview, highlights and outlook

The making of champagne involves extremely rigorous production
processes, in order to ensure absolute consistency in champagne
quality from year to year. Moét & Chandon, whose historic
production site is located in Epernay, has expanded its capacity
with its new Mont Aigu site in Oiry. Located not far from one
of the Maison’s pressing houses, the site was constructed to very
precise specifications in order to perpetuate and elevate Moét &
Chandon’s ancestral expertise. It also implements sustainable
development principles, with landscape design features to
achieve harmony with its surroundings as well as reduced water
and electricity consumption. The Mont Aigu site’s fermentation
room, bottling line, cellars, disgorging area and packaging
workshop now supplement the production capacity of Moét &
Chandon’s historic facilities in Epernay. The historic production
sites of Veuve Clicquot, Ruinart and Krug are in Reims.

1.1.4 Grape supply sources and subcontracting

The Group owns just over 1,700 hectares under production, which
provide slightly more than 20% of its annual needs. In addition,
the Group’s Maisons purchase grapes and wines from wine
growers and cooperatives on the basis of multi-year agreements;
the largest supplier of grapes and wines represents less than
10% of total supplies for the Group’s Maisons.

Since 1996, industry agreements have established a qualitative
reserve in order to cope with variable harvests. The surplus
inventories stockpiled this way can be sold in years with a poor
harvest. Each year, the INAO, which is the French governing
body for appellations of origin, sets the maximum harvest
that can be made into wine and sold under the Champagne
appellation, as well as the ceiling known as the PLC (for plafond
limite de classement), the quantity by which the appellation’s
marketable yield can be exceeded. For the 2018 harvest, the
marketable yield for the Champagne appellation was set at
10,800 kg/ha and the PLC at 4,700 kg/ha. The maximum level
of the stockpiled reserve is set at 8,000 kg/ha.

The price paid for each kilogram of grapes in the 2018 harvest
ranged between 5.72 euros and 6.55 euros depending on the
vineyard, an average increase of 2.5% compared to the 2017 harvest.
Premiums may be paid on top of the basic price in line with
the special conditions agreed under each partnership (including
for sustainable winegrowing).

Dry materials (bottles, corks, etc.) and all other elements representing
containers or packaging are purchased from non-Group suppliers.
In 2018, the champagne houses used subcontractors for about
28 million euros of services, notably pressing, handling and
storing bottles.
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1.2  Cognac and Spirits

1.2.1 Cognac and Spirits brands

LVMH holds the most powerful brand in the cognac sector
with Hennessy. The Company was founded by Richard
Hennessy in 1765. Historically, the leading markets for the brand
were Ireland and Great Britain, but Hennessy rapidly expanded
its presence in Asia, which represented nearly 30% of its shipments
as early as 1925. The brand became the world cognac leader in
1890. Hennessy created X.O (Extra Old) in 1870, and since then it
has developed a range of high-end cognac for which it is highly
renowned.

In 2005, LVMH acquired The Glenmorangie Company, which
owns the single malt whisky brands Glenmorangie, distilled
in northeastern Scotland in Europe’s tallest stills, and Ardbeg,
distilled on the Isle of Islay in the southern Hebrides.

Since 2007, LVMH has owned the luxury vodka Belvedere,
founded in 1993 in order to bring a luxury vodka for connoisseurs
to the American market. It is made at the Polmos Zyrardow
distillery in Poland, which was founded in 1910.

Since 2017, Volcdn De Mi Tierra tequila, which was created in
collaboration with the Mexican entrepreneur Juan Gallardo
Thurlow, has been available at a limited number of points of
sale in the United States and Mexico.

In 2017, the Group acquired Woodinville Whiskey Company,
which was established in 2010 by Orlin Sorensen and Brett Carlile
and is the largest craft whiskey distillery in Washington State.

1.2.2 Competitive position

In 2018, the volumes shipped from the Cognac region were up
4% from 2017 (source: Bureau National Interprofessionnel du Cognac
- BNIC), while volumes of Hennessy shipped increased slightly.
Hennessy’s market share was 47.0%, compared to 48.6% in 2017.
The Company is the world leader in cognac, with particularly
strong positions in the United States and Asia.

The leading geographic markets for cognac, both for the industry and for LVMH, on the basis of shipments in number of bottles,

excluding bulk, are as follows:

(in millions of bottles and percentage) 2018 2017 2016
Volumes  Market Volumes  Market Volumes  Market

share share share

Region LVMH (%) Region LVMH (%)  Region LVMH (%)

France 4.0 0.8 19.1 3.5 0.7 20.1 3.5 0.4 1.2
Europe (excluding France) 333 8.1 243 353 8.4 23.9 331 8.2 24.8
United States 86.9 53.6 61.6 824 53.4 64.8 73.9 48.0 65.0
Asia 61.9 22.9 36.9 58.1 23.0 39.7 51.8 22.3 43.0
Other markets 14.5 8.9 61.7 141 8.4 59.8 13.1 7.8 59.7
Total 200.6 94.2 47.0 193.3 94.0 48.6 175.5 86.7 49.4

The geographic breakdown of LVMH cognac sales, as a percentage
of total sales expressed in number of bottles, is as follows:

2018

United States 56 55 53
Japan 1 1 1

(as %) 2017 2016

Asia (excluding Japan) 23 24 25
Europe (excluding France) 9 9 10
Other 11 11 11
Total export 100 100 100
France - -

Total 100 100 100
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1.2.3 The cognac production method

The Cognac region is located around the Charente basin. The
vineyard, which currently extends over about 75,000 hectares,
consists almost exclusively of the white ugni varietal which yields
a wine that produces the best ezux-de-vie. This region is divided
into six vineyards, each of which has its own qualities: Grande
Champagne, Petite Champagne, Borderies, Fins Bois, Bons Bois
and Bois Ordinaires. Hennessy selects its ezux-de-vie essentially
from the first four vineyards, where the quality of the wines is
more suitable for the preparation of its cognacs.

Charentaise distillation is unique because it takes place in two
stages, a first distillation (premiére chauffe) and a second distillation
(seconde chauffe). The eaux-de-vie obtained are aged in oak barrels.
Cognac results from the gradual blending of eaux-de-vie selected
on the basis of vintage, origin and age.



Hennessy — which carries out all of its production in Cognac -
inaugurated a state-of-the-art bottling and packaging plant
named Pont Neuf in 2017. The new plant will ultimately boost
the Maison’s production capacity to 10 million cases per year.
The design of this 26,000-square-meter facility reduces its
environmental footprint and optimizes working conditions to
an extent never achieved previously.

1.2.4 Supply sources for wines and cognac
eaux-de-vie and subcontracting

Most of the cognac eaux-de-vie that Hennessy needs for its
production are purchased from a network of approximately
1,600 independent producers, a collaboration which enables the
Company to ensure that exceptional quality is preserved as part
of an ambitious sustainable winegrowing policy. Hennessy directly
operates about 170 hectares, providing for less than 1% of its
eaux-de-vie needs.

Purchase prices for eaux-de-vie are agreed on between the Company
and each producer based on supply and demand and the quality
of the eaux-de-vie. In 2018, the price of eaux-de-vie from the harvest
increased by 7% compared to the 2017 harvest.

With an optimized inventory of eaux-de-vie, the Maison can
manage the impact of price changes by adjusting its purchases
from year to year under the contracts with its partners. Hennessy
continues to control its purchase commitments and diversify
its partnerships to prepare for its future growth across the
various quality grades.

1.3  Wines and Spirits distribution

Mocét Hennessy has a powerful and agile global distribution
network, thanks to which the Wines and Spirits business group
continues to expand the presence of its portfolio of brands in a
balanced manner across all geographies. Part of this network
consists of joint ventures with the Diageo® spirits group, governed
by agreements that have been in place since 1987, which help
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Like the Champagne and Wine businesses, Hennessy obtains
its dry materials (bottles, corks and other packaging) from
non-Group suppliers. The barrels and casks used to age the
cognac are also obtained from non-Group suppliers. Hennessy
makes only very limited use of subcontractors for its core business:
aging, blending and bottling ezux-de-vie.

1.2.5 The vodka production method,
supply sources and subcontracting

Vodka is generally obtained from the distillation of various
grains or potatoes. Belvedere vodka is quadruple distilled from
Polish rye. Three of these distillations are carried out at the
Polmos Zyrardéw distillery in Poland, which uses water purified
with a special process that yields a vodka with a unique taste.
Overall, Belvedere’s top raw eaux-de-vie supplier represents less
than 30% of the Company’s supplies.

1.2.6 The Scotch whisky production method

As required by law to receive the Scotch whisky designation,
the Glenmorangie and Ardbeg single malt whiskies are produced
in Scotland from water and malted barley, fermented using
yeast, and distilled and matured in Scotland for at least three
years, in oak casks whose capacity may not exceed 700 liters.
As single malt whiskies, they are the product of only one distillery.
Glenmorangie’s stills are the tallest in Scotland at 5.14 meters
and allow only the lightest vapors to ascend and condense. The
spirit still at Ardbeg has a unique spirit purifier. Glenmorangie
and Ardbeg are normally matured for a minimum of 10 years in
very high-quality casks.

strengthen the positions of the two groups, improve distribution
control, enhance customer service and increase profitability
by sharing distribution costs. This mainly involves Japan, China
and France. In 2018, 26% of champagne and cognac sales were
made through this channel.

(1) Diageo has a 34% stake in Moét Hennessy, which is the holding company of the LVMH group’s Wines and Spirits businesses.
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1.4  Highlights of 2018 and outlook for 2019

2018 2017 2016

Revenue (EUR millions) 5,143 5,084 4,835
Of which: Champagne and wines 2,369 2,406 2,288
Cognac and spirits 2774 2679 2547
Sales volume (millions of bottles)
Champagne 64.9 65.6 63.2
Cognac 983 90.9 83.8
Other spirits 19.1 17.8 19.1
Still and sparkling wines 385 43.8 44.2
Revenue by geographic
region of delivery (%)
France 6 6 6
Europe (excluding France) 19 18 18
United States 32 32 31
Japan 6 6 6
Asia (excluding Japan) 23 22 22
Other markets 14 16 17
Total 100 100 100
Profit from recurring operations
(EUR millions) 1,629 1,558 1,504
Operating margin (%) &7/ 30.6 311

Operating investments

of the period (EUR millions) 298 292 276

Highlights

The Wines and Spirits business group performed well, in keeping
with its value-enhancing strategy, and reaffirmed its leadership
position by pursuing balanced geographic expansion, with
particularly remarkable momentum in the United States and Asia.
The Maisons maintained a strong innovation policy and stepped
up their environmental and social commitments.

The champagne Maisons enhanced their value propositions in
a particularly competitive market. While champagne volumes
were down 1%, organic revenue growth was 4%. The increased
value was driven by more rapid growth in prestige cuvées and
a firm price increase policy. For all Maisons, it was a year of
exceptional harvests in terms of both quality and quantity.

Moét & Chandon consolidated its leading position with solid
growth in value, driven by successful product innovations such
as Jce Impérial and lce Impérial Rosé. In June, the Maison unveiled
its new signature, “Must be Moét & Chandon’, and in December
announced a partnership with the FIA Formula E championship
for electric cars.

Dom Pérignon continued to reaffirm its unique model. Its growth
was driven by Dom Perignon Vintage 2009 and Dom Perignon 2000
Plenitude 2. A highlight of the year was the passing of the torch
by Richard Geoffroy — the Maison’s cellar master for the past
28 years — on to Vincent Chaperon, who has worked alongside
him since 2005. An artistic collaboration was launched with
Lenny Kravitz.
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On the occasion of its 160th anniversary, Mercier unveiled a fully
renovated visitor center.

Following another record-setting year, Ruinart confirmed its
growth, driven in particular by its premium cuvées and its iconic
Blanc de Blancs. The Maison’s oenological excellence was highlighted
once again by the launch of Dom Ruinart 2007. Tts support for
contemporary art was illustrated by photographer Liu Bolin’s
creations depicting the people and expertise behind Ruinart.

In 2018, Veuve Clicquot celebrated the bicentennial of the
first-ever blended Rosé, created by Madame Clicquot. The Maison
continued to honor women entrepreneurs around the world by
launching the Veuve Clicquot Businesswoman of the Year Award
in Japan, Hong Kong, Russia and South Korea. Construction
continued at its new production site near Reims.

Krug gained momentum with Krug Grande Cuvée 166¢ Edition
and Krug Rosé 2le Edition. The Krug Encounters program, rolled
out worldwide, met with great success and the Krug Echoes
communication platform was enriched with the addition of
innovative tasting experiences.

Estates & Wines reinforced its wines’ reputation for excellence
among consumers and opinion leaders: Terrazas de los Andes
was named Argentine Wine Producer of the Year, while Newton
was recognized by industry publications, receiving exceptional
tasting notes.

Chandon launched Aluminum Sweet Star Mini, a single-serving
bottle, in the United States. Chandon Brut was named Best Australian
Sparkling Wine and Baron B Brut Nature was selected as Best
Argentine Sparkling Wine, crowning the excellent work of its
oenologists.

Hennessy maintained excellent momentum in its strategic markets
(the United States and China) as well as emerging markets (Africa,
the Caribbean, Russia and Eastern Europe), with all its ranges of
cognac contributing to this performance in a supply-constrained
environment. Organic revenue growth in 2018 came to 7%, with
volumes up 3%. The Maison continued to innovate across the
various quality grades in its portfolio. It also maintained a high
level of investment to ensure the excellence of its eaux-de-vie
and increased its production capacity at the new Pont Neuf
site — an exemplary model of sustainable design — which was
inaugurated in 2017. Marketing campaigns allowed it to reach
target customers with even more precision, while the online
portion progressed strongly.

Glenmorangie and Ardbeg whiskies delivered a solid performance,
fueled by ongoing innovation and value creation provided by
prestigious offerings designed for connoisseurs and collectors.
An ambitious expansion plan is underway for both companies’
distilleries.

Belvedere vodka’s growth was also driven by innovation. Its new
Single Estate Rye series received numerous awards. The brand
maintained its commitment to social and environmental
responsibility.



Volcan De Mi Tierra tequila, launched in 2017, continued its
selective rollout in its two main markets, the United States and
Mexico.

Woodinville Whiskey Company successfully began its commercial
expansion outside Washington State.

The Clos 19 online platform enriched its selection of exclusive
products and experiences. It continued its expansion in the United
States and consolidated its position in the United Kingdom
and Germany.

Outlook

Excellence, innovation and careful attention to customers’ specific
expectations in each country will continue to drive growth and
value creation in the Wines and Spirits business group in the

2.  FASHION AND LEATHER GOODS
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coming months. In an uncertain global context, all Maisons
will rely on their highly dedicated staff, their drive for excellence
and innovation, and the strong appeal of their brands to continue
securing and sustainably building their long-term future. The
diverse range of customer experience they have built up, thanks
to the strength of their creative, high-quality product portfolios,
will help them adapt to new lifestyles and win over the next
generation of consumers. Moét Hennessy’s powerful and
agile global distribution network is a major asset, enabling it to
react to changes in the economic environment and seize every
opportunity to increase market share. Increasing production
capacity remains a top priority, along with a very active sourcing
policy for all Maisons. As part of their long-term vision, all Maisons
aim to step up their sustainability commitment to protect the
environment and preserve their expertise.

In 2018, the Fashion and Leather Goods business group represented 39% of the total revenue of LVMH.

2.1 The brands of the Fashion and Leather Goods business group

In the luxury Fashion and Leather Goods sector, LVMH holds
a group of brands that are primarily French, but also include
Italian, Spanish, British, German and American companies.

Ever since 1854, Louis Vuitton’s success has been based on the
faultless craftsmanship of its trunk-making, on complete control
of its distribution and on its exceptional creative freedom, a
source of perpetual renewal and inventiveness. By ensuring
the right balance between novelties and iconic leather goods
lines, between constantly perfected unique artisanal expertise
and the dynamics of fashion designed in perfect symbiosis with
the brand universe, the Maison is committed to surprising its
customers, and making its stores inspiring. For over 150 years,
its product line has continuously expanded with new travel or
city models and with new materials, shapes and colors. Famous
for its originality and the high quality of its creations, today
Louis Vuitton is the world leader in luxury goods and offers a
full range of products: fine and high-end leather goods, ready-
to-wear for men and women, shoes and accessories, watches,
jewelry, eyewear and, since 2017, a collection of nine women’s
fragrances and five men’s fragrances.

Christian Dior was founded in 1946. Ever since its first “New
Look” show, it has continued to assert its vision through elegant,
structured and infinitely feminine collections, becoming
synonymous around the world with French luxury. Christian
Dior’s unique vision is conveyed today with bold inventiveness
throughout the Maison’s entire range, from Haute Couture,
leather goods and ready-to-wear to footwear and accessories
for both men and women as well as Watches and Jewelry.
Parfums Christian Dior is included in the Perfumes and Cosmetics
business group.

Founded in Rome by Adele and Edoardo Fendi in 1925, Fendi
initially seduced its clientele of elegant Italian women, before
conquering the rest of the world. Fendi has been part of the Group
since 2000. Particularly well-known for its skill and creativity
in furs, the brand is also present in accessories — including the
iconic Baguette bag and the timeless Peckaboo — as well as ready-
to-wear and footwear.

Loewe, the Spanish company created in 1846 and acquired by
LVMH in 1996, originally specialized in very high-quality leather
work. Today it operates in leather goods and ready-to-wear.
Perfumes Loewe is included in the Perfumes and Cosmetics
business group.

Marc Jacobs, created in New York in 1984, is named after its
founder and has been part of the LVMH group since 1997. Through
its collections of men’s and women’s ready-to-wear, leather
goods and shoes, it aims to be the symbol of an irreverent urban
fashion movement that is culturally driven but also socially
engaged.

Celine, founded in 1945 by Céline Vipiana and owned by LVMH
since 1996, offers ready-to-wear items, leather goods, shoes
and accessories.

Kenzo, formed in 1970, joined the Group in 1993. Renowned
for its lavish prints and vibrant colors, the Company operates in
the areas of ready-to-wear for men and women, fashion accessories
and leather goods. Its perfume business is part of the Perfumes
and Cosmetics business group.
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Givenchy, founded in 1952 by Hubert de Givenchy and part
of the Group since 1988, a company rooted in a tradition of
excellence in Haute Couture, is also known for its collections
of men and women’s ready-to-wear and its fashion accessories.
Givenchy perfumes are included in the Perfumes and Cosmetics
business group.

Pink Shirtmaker, a brand formed in 1984 that joined the Group
in 1999, is a recognized specialist in high-end shirts in the United
Kingdom.

Emilio Pucci, an Italian brand founded in 1947, is a symbol
of casual fashion in luxury ready-to-wear, a synonym of escape
and refined leisure. Emilio Pucci joined LVMH in 2000.

Berluti, an artisan bootmaker established in 1895 and held by
LVMH since 1993, designs and markets very high-quality men’s
shoes, as well as a line of leather goods and ready-to-wear items
for men.

2.2 Competitive position

In the Fashion and Leather Goods sector, the luxury market is
highly fragmented, consisting of a handful of major international
groups plus an array of smaller independent brands. LVMH’s

2.3 Design

Working with the best designers, while respecting the spirit of
each brand, is a strategic priority: the creative directors promote
the Maisons’ identities, and are the artisans of their creative
excellence and their ability to reinvent themselves. As 2 means
to continually renew this precious resource, LVMH has always
been committed to supporting young designers and nurcuring
tomorrow’s talent, in particular through the LVMH Prize for
Young Fashion Designers, which each year honors the work of
an up-and-coming designer displaying exceptional talent and
outstanding creativity.

LVMH believes that one of its essential assets is its ability to
attract a large number of internationally recognized designers
to its Maisons. While Karl Lagerfeld and Silvia Fendi have
together driven the success of Rome-based fashion house Fendi
for many years, 2018 featured four new arrivals to the Group:
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Loro Piana, an Italian company founded in 1924 and held by
LVMH since 2013, creates exceptional products and fabrics,
particularly from cashmere, of which it is the world’s foremost
processor. The brand is famous for its dedication to quality
and the noblest raw materials, its unrivalled standards in design
and its expert craftsmanship.

Rimowa, founded in Cologne in 1898, is the first German brand
to be owned by LVMH. Renowned for its prestigious luggage,
its products feature an iconic design and reflect its constant
quest for excellence.

Nicholas Kirkwood, the British luxury footwear company
established in 2004 and named after its founder, in which LVMH
acquired a 52% stake in 2013, is famous throughout the world
for its unique, innovative approach to footwear design.

brands are present all around the world, and it has established
itself as one of the most international groups. All these groups
compete in various product categories and geographic areas.

Virgil Abloh as Artistic Director of Menswear at Louis Vuitton,
with Kim Jones named to the same position at Christian Dior
Couture; Hedi Slimane as Artistic, Creative and Image Director
at Celine; and Kris Van Assche as Creative Director at Berluti.
In 2017, Clare Waight Keller was made Artistic Director of
Givenchy with responsibility for Haute Couture, ready-to-wear
and women’s and men’s accessories and John Ray was appointed
as Creative Director at Pink Shirtmaker. Since 2016, Maria Grazia
Chiuri has been the first female Creative Director of Dior’s
womenswear collections. At Louis Vuitton, Nicolas Ghesquicre
has been creating designs for women’s collections in perfect
symbiosis with the values and spirit of the brand since 2013.
Jonathan Anderson has been Loewe’s Creative Director since
2013, while Humberto Leon and Carol Lim have served as
Kenzo’s Co-Creative Directors since 2011. Marc Jacobs continues
to lead the design team at the brand he founded in 1984.



2.4 Distribution

Controlling the distribution of its products is a core strategic
priority for LVMH, particularly in luxury Fashion and Leather
Goods. This control allows the Group to benefit from distribution
margins, and guarantees strict control of the brand image, sales
reception and environment that the brands require. It also gives
the Group closer contacts with its customers so that it can better

2.5 Supply sources and subcontracting

In 2018, Louis Vuitton increased its production capacity, mainly
in France, thanks to a massive recruitment campaign for leather
goods artisans and the opening of a new workshop in the Vendée
region. Louis Vuitton’s twenty-one leather goods workshops
- fifteen in France, three in Spain, two in the United States and
one in Italy - manufacture most of its leather goods products.
All development and manufacturing processes for the entire
footwear line are handled at Louis Vuitton’s workshops in Fiesso
d’Artico, Italy, whilst production of accessories (textiles, jewelry,
belts, eyewear, etc.) is concentrated in the Louis Vuitton workshops
at Barbera (Catalonia) and Gallarate (Lombardy). Louis Vuitton
uses external manufacturers only to supplement its manufacturing
and achieve production flexibility in terms of volumes.

Louis Vuitton purchases its materials from suppliers located
around the world, with whom the Maison has established
partnership relationships. The supplier strategy implemented
over the last few years has enabled volume, quality and innovation
requirements to be met thanks to a policy of concentration and
supporting the best suppliers while limiting Louis Vuitton’s
dependence on them. For this reason, the leading leather
supplier accounts for only around 18% of Louis Vuitton’s total
leather supplies.

Dior Couture’s production capacity and use of outsourcing vary
very widely depending on the product. In leather goods, it works
with companies outside the Group to increase its production
capacity and provide greater flexibility in its manufacturing
processes. In ready-to-wear and high jewelry, it purchases supplies
solely from non-Group businesses.

Fendi and Loewe have leather workshops in their countries
of origin, and in Italy for Celine and Berluti, which cover only
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anticipate their expectations thereby offering them unique
shopping experiences.

In order to meet these objectives, LVMH has the first international
network of exclusive boutiques under the banner of its Fashion
and Leather Goods brands. This network included more than
1,500 stores as of December 31, 2018.

a portion of their production needs. Rimowa manufactures a
large proportion of its products in Germany. Generally, the
subcontracting used by the business group is diversified in
terms of the number of subcontractors and is located primarily
in the brand’s country of origin, France, Italy and Spain.

Loro Piana manages all stages of production, from the sourcing
of natural fibers to the delivery of finished products to stores.
Loro Piana procures its unique materials (Baby Cashmere from
northern China and Mongolia, vicuna from the Andes, and
extra-fine Merino wool from Australia and New Zealand) through
exclusive partnerships with suppliers all over the world. Its
exquisite textiles and products are then manufactured in Italy.

Moreover, in order to safeguard and develop the Fashion and
Leather Goods companies’ access to the high-quality raw
materials and expertise they need, the LVMH Métier d’Arts
business segment created in 2015 invests in, and provides long-term
support to, its best suppliers. In leather, for example, LVMH
teamed up with the Koh brothers in 2011 to develop the business
of the Heng Long tannery in Singapore. Founded in 1950, it is
now a leading crocodile leather tannery. In 2012, LVMH acquired
Tanneries Roux, founded in 1803 and one of the last French
tanneries specializing in calfskin. In 2017, LVMH formed Thélios,
a joint venture with Marcolin, combining the latter’s expertise
in the production of fashion eyewear with the know-how of
LVMH Maisons.

Lastly, fabric suppliers for the different Maisons are often Italian,
but on a non-exclusive basis.

The designers and style departments of each Maison ensure that
manufacturing does not generally depend on patents or exclusive
expertise owned by third parties.
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2.6  Highlights of 2018 and outlook for 2019

2018 2017 2016

Revenue (EUR millions) 18,455 15,472 12,775
Revenue by geographic

region of delivery (%)

France 9 9 8
Europe (excluding France) 23 24 23
United States 18 19 21
Japan 11 11 12
Asia (excluding Japan) 31 29 28
Other markets 8 8 8
Total 100 100 100
Type of revenue as a percentage

of total revenue (excluding Louis

Vuitton and Christian Dior Couture)

Retail 67 64 64
Wholesale 32 35 35
Licenses 1 1 1
Total 100 100 100
Profit from recurring operations

(EUR millions) 5,943 4,905 3,873
Operating margin (%) 32.2 31.7 30.3
Operating investments

of the period (EUR millions) 827 563 506
Number of stores 1,852 1,769 1,508®

(a) Including 198 stores for Christian Dior Couture and 57 for Rimowa.
(b) Excluding Rimowa, whose network was integrated in 2017.

Highlights

The Fashion and Leather Goods business group achieved organic
revenue growth of 15% in 2018.

Louis Vuitton’s excellent performance was driven by its momentum
in all its creative areas, and reflected an ideal balance between
the vitality of its iconic product lines and the contribution of
fresh new designs. Opening a new chapter for its Menswear
collections, Virgil Abloh’s first runway show in June was met with
an enthusiastic welcome. Continuing a longstanding tradition of
artistic friendships, the collaboration between Creative Director
of Womenswear Nicolas Ghesquiere and stylist Grace Coddington
featured a playful assortment of animals across a collection
of handbags, accessories and footwear. In leather goods, 2 new
line — NVew Wave — made its debut, and the iconic 7ivist, Capucines
and MVéonoé models were revisited. The first Louis Vuitton
fragrances for men were launched, while the women’s perfume
collection was expanded. With the launch of its most recent
creation, Attrape-Réves, actress Emma Stone became the star of
Louis Vuitton’s first fragrance film. In its constant quest to
offer its customers unique experiences, the Maison continued
enhancing the quality of its retail network, renovating its South
Coast Plaza store in California. Pop-up stores were also opened
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in several cities around the world. To meet high demand for
its products, Louis Vuitton opened a new workshop in the
Vendée department of western France in 2018. In October, the
Maison was awarded the Butterfly Mark by Positive Luxury for
its commitment to excellence in the field of environmental and
social responsibility. Continuing its worldwide tour, the Volez,
Voguez, Voyagez exhibition touched down in Shanghai at the end
of the year.

For its first full year as part of the LVMH group, Christian Dior
Couture turned in a remarkable performance in all its product
categories and all its regions, and enhanced its appeal worldwide.
Dior’s excellence and creativity were on display, particularly at the
runway shows for Maria Grazia Chiuri’s womenswear collections:
the highly acclaimed Spring/Summer 2018 Haute Couture show,
an ode to surrealism, was followed by an extraordinary masked
ball in the gardens of the Rodin Museum; the Cruise show was
held at the Domaine de Chantilly, with a spectacular performance
by traditional female equestrians from Mexico; the Spring/Summer
2019 Ready-to-Wear collection was accompanied by a poetic
ballet of contemporary dance. In June 2018, the new Creative
Director of Menswear Kim Jones had his runway debut with the
Spring/Summer 2019 show, held in the courtyard of the French
Republican Guard in Paris, which was a resounding success, as
was the Fall 2019 show held in Tokyo in November 2018. Dior’s
iconic Toile de Jouy design embellished the imposing facades
of its largest boutiques. In another first, the Dior Dior Dior high
jewelry collection was exhibited at the City of Paris’ Museum of
Modern Art during Couture Week, and was a great success.

Fendi continued to reaffirm its creativity and expertise through
its ready-to-wear, handbag and footwear collections, as well as
its Couture runway show in Paris, designed by Karl Lagerfeld
and Silvia Fendi. The iconic Peekaboo handbag was showcased
in an innovative digital marketing campaign, while two capsule
collections — FF Reloaded and Fendi Mania — were launched,
expressing a highly contemporary side of the brand. Fendi
reinforced its retail network and reaffirmed its commitment to
preserving expertise with an exhibition in Rome and strong
involvement in LVMH’s Institut des Métiers d ’Excellence.

Growth at Loro Piana was driven in particular by the success
of its recent 7he Gift of Kings collection, made from the world’s
finest wool, an emblem of the excellence of the raw materials
sourced by the company. Its Baby Cashmere, another exceptional
material, celebrated its 10th anniversary at a series of pop-up stores
around the world. Footwear turned in an excellent performance.
The brand focused on developing women’s ready-to-wear and
the customer experience in a network of stores whose expansion
remained selective.

Celine’s momentum remained strong, driven by the ongoing
success of its leather goods lines. It embarked on a new phase
in its development with the arrival of Hedi Slimane as Artistic,
Creative and Image Director. In September, his first runway
show was a great success and had a huge impact in the fashion
world.



Givenchy was boosted by the success of Clare Waight Keller’s
first collections, available in boutiques starting in February. The
design of the Duchess of Sussex’s wedding gown substantially
raised its brand exposure. Clare Waight Keller’s talent was
recognized several times throughout the year, particularly at
the British Fashion Awards. A flagship boutique was inaugurated
on New Bond Street in London.

Under the leadership of its Creative Director Jonathan Anderson,
Loewe achieved very strong momentum, with the success of its
new Guate line of leather goods and rapid growth in ready-to-wear.
A wide range of gifts was on offer at the end of the year. The
brand continued to selectively expand and improve its network
of stores.

Kenzo’s casual urban offering was expanded, with Menswear
performing especially well. Women’s ready-to-wear reaffirmed
the balance sought between modernity and desirability. One of
the year’s highlights was a significant geographic expansion,
with the brand opening boutiques and inaugurating its digital
presence in the United States, and resuming retail operations
in China and Macao.

Berluti achieved strong performance and expanded its retail
network. All product categories posted growth, especially
exceptional items such as tailored footwear, exotic leathers and
special orders. The Zero Cut shoe, crafted from a single piece of
leather, expresses the quintessence of Berluti’s shoemaking
expertise. The year was marked by the arrival of Kris Van Assche
as its new Artistic Director.

Marc Jacobs continued to reorganize and to develop its product
lines. Its Snapshot leather goods line saw rapid growth. A pop-up
store was opened on Madison Avenue in New York to mark the
launch of the Redux Grunge Collection 1993,/2018 capsule collection.

Rimowa continued its collaborations to design limited-edition
suitcases. The collections designed together with streetwear
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brand Supreme and Off-White, Virgil Abloh’s label, were very
well received and enhanced Rimowa’s appeal. The brand
celebrated its 120th anniversary and launched its first global
marketing campaign.

Thomas Pink revised its visual identity and became Pink Shirtmaker
London.

Outlook

Louis Vuitton will keep building its growth on its creative
momentum and its unique traditional craftsmanship. In terms of
products, high-profile initiatives will be launched in all businesses.
Plans are underway for a number of emblematic stores. Campaigns
and events connected with Louis Vuitton’s business highlights
will support these developments. The Maison will continue
to reinforce its production capacity with the opening of a new
workshop in Beaulieu-sur-Layon in the Maine-et-Loire department
of western France in early 2019.

Christian Dior Couture has set itself ever more ambitious targets
for the months ahead. Creativity, innovation and expertise will
continue to fuel its business, and several high-impact events in
key markets will increase the brand’s international reach.

Fendi plans to step up the pace of its growth, with a number of
product launches in the coming months and strong performance
in ready-to-wear collections as well as the expansion of its leather
goods offering. The first highlight of the year will involve a refocus
on its iconic Baguerte handbag. At Celine, its new designer’s first
ready-to-wear collections will debut in boutiques in the first
half of the year, marking the beginning of the rollout of its new
store concept. All of the business group’s brands will maintain
their focus on creativity in their collections and achieving excellence
with respect to products, retail and the customer experience.
The continued selective expansion of their boutique networks
will go hand in hand with a stronger digital strategy and the
development of online sales.

In 2018, the Perfumes and Cosmetics business group posted revenue of 6,092 million euros, representing 13% of LVMH’s total revenue.

3.1 The brands of the Perfumes and Cosmetics business group

Parfums Christian Dior - which was born in 1947, the year
Christian Dior held his first fashion show - introduced the
revolutionary and powerful concept of “total beauty” with the
launch of Miss Dior perfume, soon followed by makeup with
Rouge Dior lipstick in 1953, and Dior’s first line of skincare
products in 1973. Today, Parfums Christian Dior allocates 1.2%
of its revenue to research and is on the cutting edge of innovation.
Today, Dior’s perfumer Francois Demachy and Creative Director
for makeup Peter Philips are building on Christian Dior’s rich
heritage and legacy by combining bold vision and unique
expertise, in harmony with the Maison’s couture collections.

Guerlain, founded in 1828 by Pierre-Francois-Pascal Guerlain,
has created more than 700 perfumes since its inception, and
enjoys an exceptional brand image in the world of perfume.
Heir to an olfactory repository of some 1,100 fragrances, the
Maison’s perfumer Thierry Wasser travels the world today in
search of the most exclusive raw materials. His spirit of daring
is shared by Olivier Echaudemaison, Creative Director for
makeup, who works to reveal and exalt the beauty of women.
Guerlain’s iconic perfumes include Shalimar, LTnstant de Guerlain
and Za Petite Robe Noire.
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Founded in 1957, Parfums Givenchy continues to honor the
values of its founder, Hubert de Givenchy, through its perfumes,
makeup and skincare products. From Z7nterdit to Givenchy
Gentleman, the Maison’s fragrances embody Givenchy’s unique
vision. Inspired by the avant-garde spirit and sensual aura of
the Fashion house’s couture collections, Nicolas Degennes,
Givenchy’s Creative Director for makeup, has perpetuated the
label’s singular inventiveness since 1999.

The first women’s fragrance by Kenzo Parfums was released
in 1988. Kenzo Parfums went on to create a series of fragrances
whose unique and offbeat spirit has made its mark on the world
of perfume, including FHowerbyKenzo, Lean Kenzo, and KenzoHomme.

Benefit Cosmetics, founded in San Francisco in 1976 by twins
Jean and Jane Ford, joined LVMH in late 1999. Benefit has forged
its own distinctive identity among cosmetics brands, thanks
to the relevance and effectiveness of its products, bursting on
the scene with playful, plucky names, creative packaging, and
custom services.

Fresh, which started out in 1991 as a humble apothecary shop,
joined LVMH in September 2000. Remaining true to its roots
by using natural ingredients like sugar, the Maison continues to
develop its unique approach combining innovative ingredients
with time-honored techniques to transform everyday routines
into holistic sensorial experiences.

3.2 Competitive position

Worldwide, the LVMH group’s brands achieved market-beating
growth in 2018, enabling them to increase their market share

3.3 Research

Innovation and the constant quest for performance have always
been essential to the DNA of all the Group’s Perfumes and
Cosmetics brands. The Group’s brands have pooled their
resources in research and development since 1997, with a joint
center in Saint-Jean-de-Braye (France), at the industrial site
of Parfums Christian Dior. With the opening several years ago
of Hélios, its new R&D facility, LVMH Recherche has been
able to expand its activities under optimal conditions and
become more involved in ambitious scientific projects. About
270 researchers work at Hélios, located at the heart of Cosmetic
Valley, in some 20 key fields requiring cutting-edge expertise,
such as molecular and cell biology, dermatology, and ethnobotany.
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Perfumes Loewe introduced its first perfume in 1972. Perfumes
Loewe embodies the quintessentially Spanish spirit: elegant,
refined, strong and unpredictable, with floral, woody and
lemony essences.

Make Up For Ever, which was created in 1984 and joined LVMH
in 1999, is a professional makeup brand with an innovative
range of exceptional products designed for stage actors and other
performers, makeup artists, and makeup lovers around the
world.

Founded in Parma in 1916, Acqua di Parma was acquired by
LVMH in 2001. Through its fragrances and beauty products
imbued with elegance, Acqua di Parma — synonymous with Italian
excellence and fine living — embodies discreet luxury.

Kendo is a cosmetics brand incubator set up in 2010, which now
houses five brands: Kat Von D Beauty, Marc Jacobs Beauty,
Ole Henriksen, Bite Beauty and Fenty Beauty by Rihanna, which
was launched in 2017. These brands are primarily distributed
by Sephora.

Maison Francis Kurkdjian was founded in 2009 by the renowned
perfumer to explore new territories for perfume by creating
custom fragrances for his private clientele and by collaborating
with artists for installation projects involving scents. This
acquisition, which was completed in 2017, has established the
LVMH group in the fast-growing field of niche perfumes.

in the main markets monitored by external panels such as the
NPD panel and the Beauty Research sell-out panel.

The second largest cosmetics research center in France, its team
consists of researchers, biologists and formulation scientists
who work closely with colleagues at the world’s most prestigious
universities. Two other innovation centers, in Japan and China,
focus on research to meet the specific needs of Asian women.
Thanks to their knowledge of cell mechanisms, researchers at
Hélios have discovered biological targets that promote beautiful,
youthful skin: protection of skin stem cells, aquaporins to provide
long-lasting hydration, and skin detoxification mechanisms,
to name a few. More than 200 patents have been granted in
recognition of their scientific innovations.
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3.4 Manufacturing, supply sources and subcontracting

The five French production centers of Guerlain, Parfums
Christian Dior and LVMH Fragrance Brands meet almost all the
manufacturing needs of the four major French brands, including
Kenzo Parfums, in fragrances as well as makeup and beauty
products. Make Up For Ever also has manufacturing capacities
in France. Benefit, Perfumes Loewe and Fresh have some of
their products manufactured by the Group’s other brands, with
the remainder subcontracted externally.

Overall, manufacturing subcontracting represented about 8%
of the cost of sales for this activity in 2018, plus approximately
10 million euros for logistics subcontracting.

3.5 Distribution and communication

The presence of a broad spectrum of brands within the business
group generates synergies and represents a market force. The
volume effect means that advertising space can be purchased
at competitive rates, and better locations can be negotiated in
department stores. The use of shared services by subsidiaries
increases the effectiveness of support functions for worldwide
distribution and facilitates the expansion of the newest brands.
These economies of scale permit larger investments in design
and advertising, two key factors for success in Perfumes and
Cosmetics.

Excellence in retailing is key to the Group’s Perfumes and
Cosmetics Maisons. It requires expertise and attentiveness from
beauty consultants, as well as innovation at points of sale. The
Group’s Perfumes and Cosmetics brand products are sold mainly
through “selective retailing” channels (as opposed to mass-market
retailers and drugstores), although certain brands also sell their
products in their own stores.

Parfums Christian Dior mainly distributes its products to selective
retail chains, such as Sephora, and department stores. Guerlain’s
products are distributed for the most part through its network

Dry materials, such as bottles, stoppers and any other items that
form the containers or packaging, are acquired from suppliers
outside the Group, as are the raw materials used to create the
finished products. In certain cases, these materials are available
only from a limited number of French or foreign suppliers.

Most product formulas are developed at the LVMH Recherche
laboratories in Saint-Jean-de-Braye (France), but the Group can
also acquire or develop formulas from specialized companies,
particularly for perfume essences.

of directly operated stores, supplemented by a network of
partner retail outlets. In addition, its unique expertise is showcased
in the new Guerlain Parfumeur boutiques, which immerse
customers in the Maison’s entrancing universe. In addition to
sales through its 79 exclusive boutiques around the world,
Benefit currently retails in some 50 countries worldwide. Make
Up For Ever products are sold through exclusive boutiques in
Paris, New York, Los Angeles and Dallas, and through a number
of selective retailing circuits, particularly in France, Europe
and the United States (markets developed in partnership with
Sephora), as well as in China, South Korea and the Middle East.
Now based in Milan, Acqua di Parma relies on an exclusive
retailing network, including its directly operated stores. Kendo
brands are primarily distributed by Sephora.

To meet the expectations of younger generations, who are looking
for originality, as well as demand for a connected in-store and
online experience, all brands are accelerating the implementation
of their online sales platforms and stepping up their digital
content initiatives. Our brands are actively incorporating digital
tools to enhance the customer experience and attract new
consumers.
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3.6  Highlights of 2018 and outlook for 2019

2018 2017 2016

Revenue (EUR millions) 6,092 5,560 4,953
Revenue by product category (%)

Perfumes 35 36 38
Makeup 47 47 44
Skincare products 18 17 18
Total 100 100 100

Revenue by geographic
region of delivery (%)

France 11 11 12
Europe (excluding France) 22 24 25
United States 16 17 18
Japan 5 5 5
Asia (excluding Japan) E5 30 28
Other markets 11 13 12
Total 100 100 100

Profit from recurring operations

(EUR millions) 676 600 551
Operating margin (%) 111 10.8 1141
Operating investments

of the period (EUR millions) 330 286 268
Number of stores 354 302 248

Driven in large part by the performance of its flagship brands,
the Perfumes and Cosmetics business group recorded strong
growth, which was particularly high in Asia. Reflecting the creativity
and commitment to excellence of its different brands, all product
categories contributed to this growth.

Highlights

Parfums Christian Dior had another excellent year and gained
market share, underscoring the vitality of its iconic fragrances and
the success of its innovations. /zdore, boosted by a new marketing
campaign, made further progress and Miss Dior established its
leadership in Asia. Men’s fragrance Sauvage, which had an Eau
de Parfum version added to its range, saw exceptional growth.
With the launch of Joy by Dior, embodied by actress Jennifer
Lawrence, the brand added a fresh new scent to its olfactory
landscape. The Maison Christian Dior boutique concept, offering
a collection of exceptional fragrances, confirmed its appeal with
excellent results. Parfums Christian Dior showcased its roots
in Grasse; a source of inspiration and a creative hub (with Les
Fontaines Parfumées, Francois Demachy’s fragrance laboratory)
as well as an exceptional terroir for its flowers used to make
perfume. Guided by the creative vision of Peter Philips and backed
by a strong digital marketing strategy, makeup consolidated
its positions, with strong performance in lipstick, in particular
the new Ultra Rouge lipstick, and a substantial acceleration in
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foundation fueled by new additions to the Zorever range and
the launch of the Dior Backstage Face & Body Foundation inspired
by techniques used by makeup artists. Skincare was boosted
by strong momentum in Asia and by the vitality and innovation
of the Prestige range’s Micro-Huile de Rose and Micro-Serum de Rose.
Capture Youth, launched in January 2018, won over customers in
their thirties with its six targeted serums.

Guerlain turned in a remarkable performance. Perfume did very
well, with the expansion of Mon Guerlain and the international
rollout of Guerlain Parfumeur boutiques, which offer a captivating
immersion in the perfume-maker’s world. Momentum in makeup
was driven by the highly successful Rouge G, which offers an
unrivaled potential for customization, with 450 possible case and
color combinations. In skincare, Guerlain’s results were fueled
by strong growth in its Orchidée Imperiale and Abeille Royale
lines. As part of its “In the Name of Beauty” commitment to
sustainability, Guerlain continued to scale up its initiatives to
preserve biodiversity, particularly to protect bees. During LVMH’s
Journées Particulieres open-house event, Guerlain celebrated
its 190th anniversary with the public by unveiling an exceptional
setting at 68 Champs-Elysées, its iconic address.

Parfums Givenchy saw growth accelerate, with perfume doing
very well in Europe and strong gains from makeup in Asia. The
success of its new women’s fragrance, Z/nterdst, incarnated by
actress Rooney Mara, helped the brand gain market share. Makeup
sales were particularly strong in lip cosmetics and foundation.

Kenzo Parfums continued to roll out Kenzo World and revisited
its iconic Flower by Kenzo line with a new marketing campaign
filmed in the streets of San Francisco. With the highly successful
launch of BADgal BANG!, Benefit became the global market
leader in mascara. The brand also consolidated its lead in
brow products with the success of Brow Contour, an innovative
4-in-1 brow pencil. Make Up For Ever continued its international
development, particularly thanks to the expansion of its online
sales. Fresh achieved strong growth, particularly in Asia, with
the success of its Rose and Black 7éa skincare lines. This range
was enriched by its Black 7¢a Kombucha age-delay facial essence,
maintaining its focus on offering a unique sensory experience
through a fusion of effective natural ingredients, traditional rituals
and modern science. Acqua di Parma saw strong growth in its
Colonia lines, thanks to Colonia Pura in particular, while the Chinotto
di Liguria fragrance rounded o