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A diamond in the rough 

Damiani is struggling amid the challenging consumer 

scenario. Its geographically concentrated sales, 
wholesale distribution and low pricing power are 
penalising sales and margins, which are also 
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In brief 

> Weak sales penalised by size, region and distribution 

> Struggling margins burdened by fixed costs, low pricing power 

> Reduce, TP EUR0.70  

 

  

Year Sales EB IT N et EP S P / E P / B V P / C F EV/ EV/ EV/ D iv.

end pro f it sales EB IT D A EB IT yield

31 D ec (EUR m) (EUR m) (EUR m) (EUR ) (%)

2009 145.8 -19.1 -18.2 -0.22 ns 0.7 63.2 0.9 na na 0.0

2010 143.3 -10.9 -14.5 -0.18 ns 0.7 6.1 0.8 na na 0.0

2011E 148.7 -4.9 -6.9 -0.08 ns 0.8 na 0.7 na na 0.0

2012E 157.4 4.3 1.5 0.02 46.6 0.7 na 0.7 12.9 25.9 0.0

2013E 172.6 13.2 7.4 0.09 9.7 0.7 38.0 0.6 6.1 8.4 0.0

 

 

Source: Kepler Capital Markets 

 Stock data 

Market cap (EURm) 72 

Free float 27% 

Shares outstanding (m) 83 

Daily trade volume ('000) 18 

YTD abs. •erformance 7% 

52-week high (EUR) 1.3 

52-week low (EUR) 0.8 

Enterprise value (EURm) 111 

Net debt (EURm) 29  
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In detail 

Weak sales  

Our Reduce rating on Damiani is due to its ongoing weak sales and mostly to 

its dropping margins. In fact, sales performance could remain quite poor 

(+0.5% CAGR FY 2005-13E). While we understand that the current macro 

scenario is quite challenging, we believe Damiani could be also penalised by 

its smaller size and lower brand awareness compared to the main players in 

the branded jewellery sector, its still 73% of (FY 2010) exposure to Italy and 

72% to the wholesale channel in terms of sales. 

Struggling margins 

Moreover, after the acquisition of the Rocca retail network in September 2008, 

margins dropped and EBITDA turned negative in FY 2009. We expected the 

company to recover this year, also guided by management forecasts, but the

challenging macros and rising raw material prices are set to delay the EBITDA 

turnaround until next year. While Damiani is implementing cost-cutting 

measures to improve its profitability, it has proven to have insufficient pricing 

power to pass on raw material price hikes to end clients.  

Reduce, EUR0.70 TP 

We use a DCF valuation for Damiani, which yields a target price of EUR0.70. 

We do not expect a major pick-up in sales or margins in the coming quarters,

as macro conditions are set to remain quite unfavourable.  
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Key financials 

Damiani          

          

Rating Reduce  Market cap EUR72m Bloomberg DMN IM   Paola Pecciarini 

Target price EUR0.70  EV EUR111m Reuters DMN.MI   paola.pecciarini@keplercm.com 

Price EUR0.87  Float 27%     +39 02 8550 7228 
          

 
31 December          

Income statement (EURm) 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E 

Sales 166.2 168.0 164.9 149.3 145.8 143.3 148.7 157.4 172.6 

Change (%) -1.0% 1.1% -1.9% -9.5% -2.3% -1.7% 3.8% 5.8% 9.7% 

EBITDA adjusted 22.5 27.9 28.0 1.1 -13.2 -6.1 -1.0 8.8 18.1 

Change (%) -11.9% 23.9% 0.5% -96.1% -chg +chg +chg +chg 106.6% 

EBITDA margin (%) 13.5% 16.6% 17.0% 0.7% -9.1% -4.3% -0.7% 5.6% 10.5% 

EBIT adjusted 19.8 24.9 25.5 -3.1 -19.1 -10.9 -4.9 4.3 13.2 

Change (%) -15.5% 25.6% 2.5% -chg -chg +chg +chg +chg 204.8% 

EBIT margin (%) 11.9% 14.8% 15.5% -2.1% -13.1% -7.6% -3.3% 2.8% 7.7% 

Net financial -3.3 -2.9 -1.2 -0.4 -2.7 -2.5 -2.0 -2.0 -2.0 

Extraordinary result 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Associates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Pretax profit 16.5 22.0 24.3 -3.5 -21.8 -13.5 -6.9 2.3 11.2 

Reported net earnings 10.5 14.1 14.4 -4.7 -18.2 -14.5 -6.9 1.5 7.4 

Adjusted net earnings (group) 10.5 14.1 14.4 -4.7 -18.2 -14.5 -6.9 1.5 7.4 

Change (%) -55.4% 34.6% 2.3% -chg -chg +chg +chg +chg 379.2% 

           

Cash flow statement (EURm) 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E 

Net earnings 10.4 14.3 14.6 -4.9 -18.2 -14.5 -6.9 1.5 7.4 

D&A 2.7 3.0 2.5 4.2 5.9 4.8 3.9 4.4 39.6 

Change in TWC 0.0 -0.3 -0.6 -9.6 13.6 18.5 10.8 -5.2 -15.9 

Others 0.0 4.0 0.0 -5.8 0.0 0.0 0.0 0.0 0.0 

Operating cash flow 13.2 20.8 16.3 -15.9 1.3 8.8 7.8 0.8 74.9 

Operating CF margin (%) 7.9% 12.4% 9.9% -10.6% 0.9% 6.1% 5.3% 0.5% 43.4% 

Capex -1.0 -1.9 -7.1 -5.8 -2.0 -1.1 -2.0 -3.0 -37.0 

Free cash flow 12.2 33.3 11.2 -17.3 1.4 12.1 0.3 -2.8 1.9 

Change in liquid funds 9.9 4.2 37.2 -41.8 -2.2 0.0 4.0 -2.8 1.9 

           

Balance sheet (EURm) 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E 

Intangible assets 7.3 7.3 11.7 20.2 12.5 10.6 8.6 5.9 5.3 

Property, plant & equipment 19.1 15.2 14.6 26.6 20.4 17.6 27.6 30.3 32.9 

Financial assets 11.2 5.2 2.9 4.0 13.8 12.9 12.9 12.9 12.9 

Cash and cash equivalents 9.9 14.1 51.3 9.5 7.3 7.3 11.3 8.5 10.4 

Current and other assets 176.8 175.3 185.8 195.7 170.2 151.4 142.6 151.1 162.4 

          
Total shareholders' equity 58.8 76.4 156.4 129.8 110.5 95.1 98.1 101.1 110.3 

Pension provisions 4.0 4.5 4.2 7.4 9.5 13.9 8.4 7.8 7.9 

Financial liabilities 83.4 62.0 22.8 47.9 46.3 36.1 39.8 39.8 39.8 

Other liabilities & provisions 78.1 74.2 82.9 70.9 57.9 54.7 56.8 60.1 65.9 

          
Net debt 79.0 47.9 -28.5 38.4 39.0 28.8 28.5 31.3 29.4 

Trade working capital 94.3 94.6 95.2 104.8 91.2 72.7 61.9 67.0 72.5 

Capital employed 137.7 1,376.1 1,355.6 1,374.3 1,034.0 1,023.1 1,244.1 1,296.1 1,349.0 

           

Ratios 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E 

Capex/D&A (%) 37.0% 63.3% 284.0% 138.1% 33.9% 22.9% 50.7% 68.1% 765.6% 

ROE (%) na 21.3% 12.6% -3.3% -15.4% -14.3% -7.3% 1.6% 7.1% 

ROCE (%) na 3.3% 1.9% -0.2% -1.6% -1.1% -0.4% 0.3% 1.0% 

Net debt/EBITDA (%) 351.1% 171.9% -101.8% 3,490.9% -295.5% -472.1% na 358.1% 162.8% 

Net debt/equity (%) 134.4% 62.7% -18.2% 29.6% 35.3% 30.3% 29.1% 31.0% 26.7% 

           

Per share (EUR) 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E 

EPS adjusted na na 0.17 -0.06 -0.22 -0.18 -0.08 0.02 0.09 

EPS reported na na 0.17 -0.06 -0.22 -0.18 -0.08 0.02 0.09 

CFPS na na 0.14 -0.21 0.02 0.15 0.00 -0.03 0.02 

BVPS na na 0.92 1.89 1.57 1.34 1.15 1.19 1.22 

DPS na na 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Year-end number of shares (m) na na 82.6 82.6 82.6 82.6 82.6 82.6 82.6 

           

Valuation 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E 

P/E ns ns 22.2 ns ns ns ns 46.6 9.7 

P/BV na na 4.2 0.9 0.7 0.7 0.8 0.7 0.7 

P/CF na na 28.5 ns 63.2 6.1 nsna nsna 38.0 

Dividend yield na na 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

FCF yield na na 3.5% -11.7% 1.6% 16.5% 0.4% -3.9% 2.6% 

EV/sales na na 1.8 1.3 0.9 0.8 0.7 0.7 0.6 

EV/EBITDA na na 10.6 ns ns ns ns 12.9 6.1 

EV/EBIT na na 11.6 ns ns ns ns 25.9 8.4 

EV/capital employed na na 0.2 0.1 0.1 0.1 0.1 0.1 0.1 

           
Source: Kepler Capital Markets 
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Why the stock is a Reduce 

Our Reduce rating on Damiani is due to its ongoing weak sales and mostly to its 

dropping margins. In fact: 

• The company reported a negative 3% sales CAGR FY 2005-10 and although we 
expect top-line expansion in the coming years (+6% CAGR FY 2010-13E), sales 
performance remains quite poor (+0.5% CAGR FY 2005-13E). While we 
understand that the current macro scenario is quite challenging, we believe hat 
Damiani could also be penalized by its smaller size and lower brand awareness 
compared to the main players in the branded jewellery sector. 

• After the acquisition of the Rocca retail network in September 2008, margins 
dropped and EBITDA turned negative in FY 2009. While we expected the 
company to recover this year, also guided by management forecasts, the 
challenging macros and rising raw material prices are set to delay the EBITDA 
turnaround until next year. Damiani is implementing cost-cutting measures to 
improve its profitability, but has has proven to have insufficient pricing power to 
pass on raw material price hikes to end clients. 

• The acquisition of Rocca also led to a solid increase in net debt (NFP turned 
negative in FY 2008) which was partly reduced in FY 2010 mainly thanks to the 
good NWC management. We do not expect net debt to change dramatically in 
the next few years, as we do not see much room for further NWC optimisation. 

• We point out that 72% of (FY 2010) total sales are still concentrated in Italy and 
73% in the wholesales channel. Damiani is therefore highly exposed to domestic 
consumer trends and the jewellery market, especially as the wholesale 
distribution limits visibility on end demand and increases the risk of pricing 
pressure from distributors.  

• Damiani is also partly exposed to the collection risk (and to the fashion risk in the 
accessible segment for Bliss), as it launches about 200 new models every year 
(30-50 for Damiani, Salvini and Bliss, 60-80 for Alfieri&St.John), with new 
products representing about 50% of annual sales. The innovation component is 
therefore a key feature and, even if new launches are preceded by an attentive 
marketing analysis and supported by A&P, this increases the risk of sales 
volatility.  

Table 1: Main data (EURm) 
  FY 05 FY 06 FY 07 FY 08 FY 09 FY 10 FY 11E FY 12E FY 13E 
Revenues 166.2 168.0 164.9 149.3 145.8 143.3 148.7 157.4 172.6 
YOY   1.1% -1.9% -9.5% -2.3% -1.7% 3.8% 5.8% 9.7% 
EBITDA 22.5 27.9 20.7 7.0 -5.3 -3.4 -1.0 8.8 18.1 
Margin 13.5% 16.6% 12.6% 4.7% -3.6% -2.4% -0.7% 5.6% 10.5% 
Net profit 10.5 14.1 7.6 0.7 -4.7 -11.8 -4.9 4.3 13.2 
Net debt 79.0 47.9 -28.5 38.4 39.0 28.8 28.5 31.3 29.4 
YOY   -39.4% nm nm 1.6% -26.2% -1.0% 9.9% -6.1% 
Source: Damiani, Kepler Capital Markets  
FY starts on April 1 
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 Valuation 

We use a DCF valuation for Damiani, which yields a target price of EUR0.70. We estimate 

a +5% sales CAGR FY 2010-15E, assume a long-term (FY 2015-20E) growth rate of +3% 

and perpetuity of +2%. We apply a 5% risk free risk rate and a 4% risk premium with an 

unlevered beta of 1.5, which translates into a WACC of 10.7%. 

Table 2: Damiani – DCF valuation 
  FY 11E FY 12E FY 13E FY 14E FY 15E FY 16E FY 18E FY 19E FY 20E 
Sales 148.7 157.4 172.6 177.8 183.1 188.6 194.3 200.1 206.1 
YOY 3.8% 5.8% 9.7% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 
EBIT (4.9)  4.3   13.2   14.0   14.8   15.6   16.5   17.4   18.3   
EBIT margin -3.3% 2.8% 7.7% 7.9% 8.1% 8.3% 8.5% 8.7% 8.9% 
Tax on EBIT 0.0   (1.5)  (4.5)  (4.8)  (5.0)  (5.3)  (5.6)  (5.9)  (6.2)  
Amortization/depreciation 3.9   4.4   4.8   2.7   2.7   2.8   2.9   3.0   3.1   
Variation of working capital 12.8   (5.2)  (5.5)  (3.7)  (3.7)  (3.7)  (3.7)  (3.7)  (3.7)  
Capex (2.0)  (3.0)  (5.0)  (2.7)  (2.7)  (2.8)  (2.9)  (3.0)  (3.1)  
FCFF 9.8   (0.9)  3.1   5.6   6.1   6.6   7.2   7.8   8.4   
Discount factor 100% 90% 84% 74% 67% 60% 54% 49% 44% 
PV of cash flow 9.8   (0.8)  2.6   4.1   4.1   4.0   3.9   3.8   3.7   
NPV of free cash flows FY11-20E 39                
Continuous growth assumption 2.0%                
Terminal value 114                
PV of terminal value 45                
Total enterprise value 85                
Net financial position end-2010 -29                
Minorities -1                
Net financial assets 4                
Total equity value 58                
Total no. shares (m) 82.6                
Fair value per share (EUR) 0.70                
Source: Kepler Capital Markets 

Raising the sales CAGR over FY 2010-15E by 100bp to +6% (from +5%), fair value 

would increase by about 6% to EUR0.74, while, reducing it by 100bp to 4%, fair value 

would fall to about EUR0.66.  

Catalysts and news flow 

The recent results point to weak sales (especially at wholesale level) and struggling 

margins. We do not expect a major pick-up in sales or margins in the coming quarters, 

as the macro conditions are set to remain quite unfavourable.  

Table 3: Damiani – Main quarterly data  
  Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 
Net revenues 33.4 22.9 62.1 27.4 26.4 29.1 56.0 32.0 32.9 28.3 
YOY -14.8% -14.9% 2.3% 19.1% -21.0% 27.1% -9.8% 16.8% 24.6% -2.7% 
EBITDA -1.3 -5.6 6.3 -12.6 -2.0 -2.8 5.3 -6.6 -0.8 -2.5 
Margin -3.9% -24.5% 10.1% -46.0% -7.6% -9.6% 9.4% -20.5% -2.4% -8.8% 
Net profit -3.0 -6.6 2.2 -10.8 -4.5 -4.0 1.7 -7.7 -2.3 -4.9 
Net debt 51.5 54.0 54.6 39.0 39.5 39.4 37.7 28.9 27 28 
YOY 83.3% 72.5% 39.3% 1.6% -23.3% -27.0% -31.0% -25.9% -32.2% -28.7% 
Source: Damiani 

Risks to our rating 

The risks to our rating are: 

• A faster-than-expected improvement in the macro scenario, especially in Italy. 

• A faster and more successful implementation of the expansion strategy abroad. 

• A faster and better execution of cost-cutting measures. 

Another main risk to our Reduce rating and a factor which we think has supported the share 

price in recent months is the M&A activity in the jewellery sector. The speculation of Damiani 

being a potential takeover target was fuelled by announcement of the acquisition of Bulgari 

by LVMH in March 2011 and Damiani’s CEO and main shareholder (the family holds a 72% 

stake) declared in June that he was not ready to sell the company at the moment but that in 

the future he would not rule out the possibility if interesting offers arise. 

We believe the share price has at some stage also been sustained by speculation of the 

potential sale of the 18% stake held by the Damiani family in Pomellato. The family holds 

the stake and therefore they, and not Damiani SpA, would be the beneficiary of a 

potential gain from the sale of the stake in Pomellato.  
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 Additional insights 

Geographical reach 

Chart 1: Damiani - Sales by region 
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Source: Damiani 

The domestic market remains the main market for Damiani (over 72% of sales in FY 

2010), although the company is pursuing international expansion as a main driver to 

boost top-line growth. Currently about 50% of total sales for the Damiani brand are 

already made abroad, while Salvini, Alfieri&St.John and Bliss are still sold mainly in Italy. 

Table 4: Damiani - Quarterly sales by region  
EURm Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 
Italy 26.6 16.4 49.5 19.9 19.5 20.5 43.9 19.5 24.8 20.5 
America 0.9 1.6 4.2 -1.6 0.9 1.6 3.1 2.6 1.3 1.6 
Japan 1.8 1.5 2.7 2.5 2.4 2.0 3.1 2.3 2.2 2.6 
RoW 4.0 3.4 5.6 6.4 3.6 4.9 5.8 7.5 4.4 3.9 

YOY Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 

Italy 0.8% -6.8% 1.9% 19.9% -26.7% 25.0% -11.3% -2.0% 27.2% 0.0% 
America -60.9% -15.8% 68.0% nm 0.0% 0.0% -26.2% nm 44.4% 0.0% 
Japan -18.2% -34.8% -10.0% 13.6% 33.3% 33.3% 14.8% -8.0% -7.1% 28.5% 
RoW -51.8% -33.3% -15.2% 100.0% -10.0% 44.1% 3.6% 17.2% 22.2% -20.4% 

% on total Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 

Italy 79.6% 71.6% 79.6% 73.7% 73.9% 70.4% 78.4% 60.9% 75.4% 72.4% 
America 2.7% 7.0% 6.8% nm 3.4% 5.5% 5.5% 8.1% 4.0% 5.7% 
Japan 5.4% 6.6% 4.3% 9.3% 9.1% 6.9% 5.5% 7.2% 6.8% 9.1% 
RoW 12.0% 14.8% 9.0% 23.7% 13.6% 16.8% 10.4% 23.4% 13.4% 13.8% 
Source: Damiani 

Distribution network 

Chart 2: Damiani - sales by distribution channel 
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Source: Damiani 

Distribution remains mainly wholesale (about 73% of sales in FY 2010) reaching about 

2,500 points of sale (of which 90% in Italy), but the retail channel is increasing its 

importance (27% of sales in FY 2010 from 24% in FY 2009). Currently (at end-September 

2011) the store network (Damiani, Bliss mono-brand stores and Rocca’s multi-brand 

format) is made up of 32 DOS (of which 24 in Italy) and 47 franchisees (of which one in 

Italy). 

In September 2008, Damiani acquired the Rocca retail chain (paying EUR7m to the 

Damiani family), a major player in Italy in the high-end retail market selling watches and 

high-end jewellery with the 22 stores that were mainly located in the most prestigious 

streets in Italy (FY 2007 sales EUR39m, of which 68% watches and 29% jewellery, 

EBITDA EUR1.3m, net loss EUR2m, net debt EUR26m and net equity of EUR6.5m).  
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 The rationale of the acquisition was to increase the penetration of the group’s brands in 

Rocca’s stores (15% of total sales at the acquisition date or 50% of jewellery sales), 

strengthen the retail network and create a recognisable multi-brand retail format 

replicable in second-tier cities and abroad. 

Table 5: Damiani - Quarterly sales by distribution channel and store network 

EURm Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 
Wholesale 26.3 15.1 48.9 19.7 18.5 19.4 42.8 23.3 23.9 15.1 
Retail 7.0 7.7 13.3 7.4 7.9 9.6 13.1 8.7 9.0 13.2 

YOY Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 

Wholesale -28.6% -33.7% 0.8% 19.4% -29.8% 28.8% -11.8% 18.3% 29.2% -22.2% 
Retail 181.7% 82.4% 9.9% 12.1% 12.2% 25.3% 8.3% 17.6% 13.9% 37.5% 

% on total Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 

Wholesale 78.9% 65.8% 78.6% 73.0% 70.1% 66.7% 76.4% 72.8% 72.6% 53.4% 
Retail 21.1% 33.4% 21.4% 27.4% 29.9% 33.0% 23.4% 27.2% 27.4% 46.6% 

Store nr. Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11 Q2 11 

DOS               37               36               38               33               33               32               33               32               32               32 
Franchisee               40               41               44               45               47               49               46               46               46               47 
Total               77               77               82               78               80               81               79               78               78               79 
Source: Damiani 

The five brands 

Chart 3: Damiani - sales by brand 
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Source: Damiani 

Over the years, another four brands were added to the historical brand Damiani: Salvini 

and Bliss were developed “in-house” and launched in 1986 and 2000 respectively, while 

Alfieri&St.John and Calderoni were acquired in 1998 and 2006 respectively. The brands 

are complementary in style and positioning, ranging from the accessible fashion of Bliss 

to the high-end jewellery of Damiani and Calderoni.  

Damiani still represents the bulk of sales (45% in FY 2010, of which 50% abroad), while 

we estimate that Salvini Alfieri&St.John  could represent about 10% of total sales each 

and Blissabout 7%. Other brands also include watches and third-party jewellery sold in 

Rocca’s stores, which we estimate to be about 28% of the total. 

Table 6: Damiani – brand portfolio  
Brand Foundation  Core values Products Price positioning Main competitors 
Damiani                   1924 elegance, exclusivity, superior 

quality  
Precious metals with 
diamonds,  

EUR3,000-5,000      
(masterpieces> 
EUR100,000) 

Bulgari, Cartier, Van 
Cleef 

      Precious stones and pearls     
Salvini 1986 Contemporary interpretations of 

classic jewels 
Precious metals with diamonds,  EUR1,000-3,000  Tiffany, Gucci, Montblanc 

      Precious stones and pearls     
Alfieri&St.John 1977 - acquired 1998 Multi-style, including classic line Precious metals with diamonds,  EUR500-1,000 domestic/unbranded 

players 
      Precious stones and pearls     
Bliss 2000 Young, active, modern Precious metals and stones,  EUR200-500 Folli Follie, Morellato, 

Breil 
      Non-traditional materials (steel, 

ebony) 
    

Calderoni 1840 - acquired in 2006 Luxury, tradition Precious metals with diamonds,  EUR5,000-6,000 Buccellati, Fabergé  
Source: Damiani 

The brand Damiani is positioned in the high-end of the market. Products are 

characterised by diamonds and other precious stones and pearls set in gold or platinum, 

with a high quality and exclusive and elegant design, and distributed through around 750 

multi-brand stores (of which 400 in Italy). The average retail price range is EUR3,000-

5,000, with “unique masterpieces” up to EUR100,000. Brand awareness, especially in 
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 Italy, is very high thanks to powerful advertising campaigns with international celebrities 

(Sophia Loren, Gwyneth Paltrow, Brad Pitt). 

The Salvini brand, developed “in-house” and launched in 1986 and is positioned in the 

premium segment. Products are characterised by diamonds, precious stones and pearls 

set in precious metals with a contemporary style. The brand is primarily sold on the 

domestic market and distributed through around 900 multi-brand stores and a franchised 

mono-brand store in Milan. The average retail price range is EUR1,000-2,000 and the 

high brand awareness is achieved once more through celebrity advertising (Isabella 

Rossellini, Sharon Stone, Raul Bova). 

Damiani Group acquired Alfieri&St.John in 1998 The company was founded in 1977 and 

its medium-segment products are aimed at covering the unbranded market. The average 

retail price range is EUR500-1,000 and targeted costumers are people looking for price 

and product value. 

The Bliss brand, developed “in-house” and launched in 2000, and is positioned in the 

accessible fashion jewellery segment. Products can be split into two categories, jewellery 

and steel accessories, both targeting young costumers sensitive to fashion trends. The 

brand is primarily sold on the domestic market and distributed through around 1,000 

multi-brand stores. The retail average price range is EUR200-500 and the brand diffusion 

was supported by powerful advertising campaigns involving Vasco Rossi, Alessandro Del 

Piero and Paris Hilton (the latter to promote the internationalisation strategy). 

Damiani Group acquired Calderoni in 2006. The company was founded in 1840 and its 

jewellery is characterised by the Italian tradition of luxury and classical style. The average 

retail price range is expected to be EUR5,000-6,000, targeting high-end costumers. 

Company background  

History 

Damiani Group, leader in the high-end manufacturing and distribution of jewellery, was 

established over 80 years ago in Valenza, the Italian jewellery district, by Enrico Damiani, 

grandfather of the current CEO Guido Damiani. The jewellery laboratory became a 

proper company and high-end brand characterised by strong advertising.  

In 1986, the company developed and launched the Salvini brand, positioned in the 

premium segment, and ten years later it opened the first Damiani DOS (today there are 

32t DOS, accounting for 27% of total sales) and started its internationalisation (almost 

28% of total sales generated outside Italy). In 1998, the group acquired Alfieri&St.John 

(positioned in the mid-market) and two years later it launched the Bliss brand (accessible 

fashion jewellery). The last acquisition was Calderoni in 2006, a jewellery house founded 

in Milan in 1840. 

The company was listed on the Milan Stock Exchange on 8 November 2007, at EUR4 per 

share (at the lower end of the EUR3.8-5.2 range). The global offer consisted of 26.4m 

shares, 18.5m from a capital increase, and 7.9m on sale by Giorgio Damiani (vice 

chairman and CEO of Damiani USA), Silvia Damiani (vice chairman) and Giulia De Luca 

(general manager and CFO). The proceeds from the IPO amounted to EUR72m (net of 

EUR2m of advisory fees) and were intended to accelerate company’s growth while giving 

higher visibility on international markets.  

Design and production 

Damiani designs and develops products in-house using proprietary software 

(Archimede) and a team of dedicated people. The company won 18 Diamonds 

International Jewellery Awards with the Damiani brand and another four were won by 

Calderoni. Generally it takes 1-2 months to start the production phase of a collection of 

10-20 items. The company usually presents two main collections in March and 

September every year for each brand, with 10-20 new products (30-40 for 

Alfieri&St.John).  
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 Raw materials are purchased according to orders received, by an in-house team. 

Precious stones (mainly diamonds), represent about 61% of total raw material costs and 

are purchased from India (smaller stones), Antwerp, New York and Israel (higher-value 

stones). Precious metals, mostly gold, represent about 33% of total raw material costs, 

while pearls, usually purchased in Australia, Japan and Polynesia, account for about 5%. 

Production is mostly outsourced while quality control is internal. Direct production is 

carried out in a plant in Valenza by Damiani Manufacturing (51% owned by the company 

and 49% by management) which produces 15-20% of the total production in terms of 

value (50% for Damiani and Salvini brands). The rest of production is outsourced to long-

standing partners in the Valenza district (14 suppliers cover about 90% of production), 

while some Bliss products (mostly steel accessories) are outsourced to the Far East. 
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Research ratings and important disclosures 

Disclosure checklist - Potential conflict of interests 

Stock ISIN Disclosure (See Below) Currency Price 

Damiani IT0004249329 nothing to disclose EUR 0.87 

Tiffany US8865471085 nothing to disclose USD 73.62 
      

Source: Factset closing prices of 28/11/2011  
Stock prices: Prices are taken as of the previous day’s close (to the date of this report) on the home market unless otherwise stated.  

Key: 

1. Kepler Capital Markets (KCM) holds or owns or controls 5% or more of the issued share capital of this company; 2. The company holds or owns or controls 5% or more of 
the issued share capital of KCM; 3. KCM is or may be regularly carrying out proprietary trading in equity securities of this company; 4. KCM has been lead manager or co-lead 
manager in a public offering of the issuer’s financial instruments during the last twelve months; 5. KCM is a market maker in the issuer’s financial instruments; 6. KCM is a 
liquidity provider in relation to price stabilisation activities for the issuer to provide liquidity in such instruments; 7. KCM acts as a corporate broker or a sponsor or a sponsor 
specialist (in accordance with the local regulations) to this company; 8. KCM and the issuer have agreed that KCM will produce and disseminate investment research on the 
said issuer as a service to the issuer; 9. KCM has received compensation from this company for the provision of investment banking or financial advisory services within the 
previous twelve months; 10. KCM may expect to receive or intend to seek compensation for investment banking services from this company in the next three months; 11. The 
author of, or an individual who assisted in the preparation of, this report (or a member of his/her household), or a person who although not involved in the preparation of the 
report had or could reasonably be expected to have access to the substance of the report prior to its dissemination has a direct ownership position in securities issued by this 
company; 12. An employee of KCM serves on the board of directors of this company; 13. As at the end of the month immediately preceding the date of publication of the 
research report Kepler Capital Markets, Inc. beneficially owned 1% or more of a class of common equity securities of the subject company.  

Rating history: 

Kepler Capital Markets’ current rating for Damiani is Reduce and was issued on 17 October 2011 (following the acquisition of Gruppo Banca Leonardo’s Italian equity 
brokerage business). 

We did not disclose the rating to the issuer before its publication and dissemination. 

Rating ratio Kepler Capital Markets Q3 2011  
Rating breakdown A B 
Buy 65.0% 0.0% 
Hold 20.0% 0.0% 
Reduce 14.0% 0.0% 
Not Rated/Under Review/Accept Offer 1.0% 0.0% 
Total 100.0% 0.0% 
Source: Kepler Capital Markets 
A: % of all research recommendations 
B: % of issuers to which Investment Banking Services are supplied 

From 9 May 2006, KCM’s rating system consists of three ratings: Buy, Hold and Reduce. For a Buy rating, the minimum expected upside is 10% in absolute terms over 12 
months. For a Hold rating the expected upside is below 10% in absolute terms. A Reduce rating is applied when there is expected downside on the stock. Target prices are set 
on all stocks under coverage, based on a 12-months view. Equity ratings and valuations are issued in absolute terms, not relative to any given benchmark.  

Analyst disclosures 
The functional job title of the person(s) responsible for the recommendations contained in this report is Equity Research Analyst unless otherwise stated on the cover.  

Regulation AC - Analyst Certification: Each equity research analyst(s) listed on the front-page of this report, principally responsible for the preparation and content of all or 
any identified portion of this research report hereby certifies that, with respect to each issuer or security or any identified portion of the report with respect to an issuer or 
security that the equity research analyst covers in this research report, all of the views expressed in this research report accurately reflect their personal views about those 
issuer(s) or securities. Each equity research analyst(s) also certifies that no part of their compensation was, is, or will be, directly or indirectly, related to the specific 
recommendation(s) or view(s) expressed by that equity research analyst in this research report.  

Analyst Compensation: The research analyst(s) primarily responsible for the preparation of the content of the research report attest that no part of the analyst’(s’) 
compensation was, is or will be, directly or indirectly, related to the specific recommendations expressed by the research analyst’s(s’) in the research report. The research 
analyst’s(s’) compensation is, however, determined by the overall economic performance of KCM.  

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of KCM, which is a non-US affiliate and parent 
company of Kepler Capital Markets, Inc. a SEC registered and FINRA member broker-dealer. Equity Research Analysts employed by KCM, are not registered/qualified as 
research analysts under FINRA/NYSE rules, may not be associated persons of Kepler Capital Markets, Inc. and may not be subject to NASD Rule 2711 and NYSE Rule 472 
restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.  

Please refer to www.keplercapitalmarkets.com for further information relating to research and conflict of interest management.  

Regulators 
Location Regulator Abbreviation 
KCM France Autorité des Marchés Financiers AMF 
KCM España Comisión Nacional del Mercado de Valores CNMV 
KCM Germany Bundesanstalt für Finanzdienstleistungsaufsicht BaFin 
KCM Italia Commissione Nazionale per le Società e la Borsa CONSOB 
KCM Nederland Autoriteit Financiële Markten AFM 
KCM Switzerland Swiss Financial Market Supervisory Authority FINMA 
Kepler Capital Markets, Inc. Financial Industry Regulatory Authority FINRA 

KCM is authorised and regulated by both Banque de France and Autorité des Marchés Financiers. 

For further information relating to research recommendations and conflict of interest management please refer to www.keplercapitalmarkets.com. 
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 Legal and disclosure information 

Other disclosures 

This product is not for retail clients or private individuals. 

The information contained in this publication was obtained from various sources believed to be reliable, but has not been independently verified by Kepler Capital Markets 
(KCM). KCM does not warrant the completeness or accuracy of such information and does not accept any liability with respect to the accuracy or completeness of such 
information, except to the extent required by applicable law. 

This publication is a brief summary and does not purport to contain all available information on the subjects covered. Further information may be available on 
request. This report may not be reproduced for further publication unless the source is quoted. 

This publication is for information purposes only and shall not be construed as an offer or solicitation for the subscription or purchase or sale of any securities, or 
as an invitation, inducement or intermediation for the sale, subscription or purchase of any securities, or for engaging in any other transaction. This publication is 
not for private individuals. 

Any opinions, projections, forecasts or estimates in this report are those of the author only, who has acted with a high degree of expertise. They reflect only the current views of 
the author at the date of this report and are subject to change without notice. KCM has no obligation to update, modify or amend this publication or to otherwise notify a reader 
or recipient of this publication in the event that any matter, opinion, projection, forecast or estimate contained herein, changes or subsequently becomes inaccurate, or if 
research on the subject company is withdrawn. The analysis, opinions, projections, forecasts and estimates expressed in this report were in no way affected or influenced by 
the issuer. The author of this publication benefits financially from the overall success of KCM. 

The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their investment decisions upon their own appropriate 
investigations that they deem necessary. Any loss or other consequence arising from the use of the material contained in this publication shall be the sole and exclusive 
responsibility of the investor and KCM accepts no liability for any such loss or consequence. In the event of any doubt about any investment, recipients should contact their 
own investment, legal and/or tax advisers to seek advice regarding the appropriateness of investing. Some of the investments mentioned in this publication may not be readily 
liquid investments. Consequently it may be difficult to sell or realise such investments. The past is not necessarily a guide to future performance of an investment. The value of 
investments and the income derived from them may fall as well as rise and investors may not get back the amount invested. Some investments discussed in this publication 
may have a high level of volatility. High volatility investments may experience sudden and large falls in their value which may cause losses. International investing includes risks 
related to political and economic uncertainties of foreign countries, as well as currency risk. 

To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or consequential loss, damages, costs or prejudices whatsoever arising from the 
use of this publication or its contents. 

KCM and its affiliates have implemented written procedures designed to identify and manage potential conflicts of interest that arise in connection with its research 
business, which are available upon request. The KCM research analysts and other staff involved in issuing and disseminating research reports operate 
independently of KCM Investment Banking business. Information barriers and procedures are in place between the research analysts and staff involved in securities 
trading for the account of KCM or clients to ensure that price sensitive information is handled according to applicable laws and regulations. 

Country and region disclosures 

United Kingdom: This document is for persons who are Eligible Counterparties or Professional Clients only and is exempt from the general restriction in section 21 of the 
Financial Services and Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Articles 19(5) (Investment professionals) and 49(2) (High net worth companies, unincorporated associations, etc.) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other 
class of persons. Any investment to which this document relates is available only to such persons, and other classes of person should not rely on this document. 

United States: Kepler Capital Markets S.A. (KCM) is the parent company and 100% owner of Kepler Capital Markets, Inc. KCM maintains offices in Amsterdam, the 
Netherlands; Frankfurt, Germany; Geneva and Zurich, Switzerland; London, United Kingdom; Madrid, Spain; Milan, Italy; and New York, United States. Specific 
address/location information is available at www.keplercapitalmarkets.com. This research is distributed in the United States by the entity that published the research as 
disclosed on the front page of this report to “major U.S. institutional investors,” as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as 
amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (SEC). This research is also distributed in the United States to other institutional 
investors by Kepler Capital Markets, Inc., who accepts responsibility for the contents of the research, subject to the qualifications stated in this publication which are hereby 
incorporated. U.S. persons seeking to execute a transaction in the securities discussed in this research should contact Kepler Capital Markets, Inc., 600 Lexington Avenue, 
New York, NY 10022, phone (212) 710-7600. Kepler Capital Markets, Inc. is a broker-dealer registered with the SEC and is a FINRA member firm. Nothing herein excludes or 
restricts any duty or liability to a customer that Kepler Capital Markets, Inc. has under applicable law. Investment products provided by or through Kepler Capital Markets, Inc. 
are not FDIC insured, may lose value and are not guaranteed by the entity that published the research as disclosed on the front page or Kepler Capital Markets, Inc.. Investing 
in non-U.S. Securities may entail certain risks. The securities of non-U.S. issuers may not be registered with or subject to SEC reporting and other requirements. The 
information available about non-U.S. companies may be limited, and non-U.S. companies are generally not subject to the same uniform auditing and reporting standards as 
U.S. companies. Securities of some non-U.S. companies may not be as liquid as securities of comparable U.S. companies. Analysts employed by non-U.S. broker-dealers are 
not required to take the FINRA analyst exam. 

France: This publication is issued and distributed in accordance with art. L 544-1 and seq of the Code Monétaire et Financier and with the articles 321-122 to 321-138 of the 
General Regulations of the Autorité des Marchés Financiers (AMF). 

Germany: This report may be amended, supplemented or updated in such manner and as frequently as the author deems. 

Italy: This document is for Eligible Counterparties or Professional Clients only as defined by the CONSOB regulation 16190/07 (art. 26 and art. 58). Reports on companies 
listed on the Italian exchange are approved and distributed to over 500 clients in accordance with art. 69 of CONSOB Regulation 11971/1999 for enforcement of the 
Consolidation Act on financial brokerage (legislative decree 24/2/1998). According to this article KCM, branch of Milano warns on potential specific interests in securities 
mentioned. Equities discussed are covered on a continuous basis with regular reports at results release. Reports are released on the date shown on cover and distributed via 
print and email. KCM branch of Milano analysts are not affiliated with any professional groups or organisations. All estimates are by KCM unless otherwise stated. 

Spain: Reports on Spanish companies are issued and distributed by KCM, branch of Madrid, registered in Spain by the Comisión Nacional del Mercado de Valores (CNMV) in 
the foreign investments firms registry (member of the Madrid exchange). Reports and any supplemental documentation or information have not been filed with the CNMV. 
Neither verification nor authorisation or compliance revision by the CNMV regarding this document and related documentation or information has been made. 

Switzerland: This publication is intended to be distributed to professional investors in circumstances such that there is no public offer. This publication does not constitute a 
prospectus within the meaning of Articles 652a and 1156 of the Swiss Code of Obligations. 

Canada: The information provided in this publication is not intended to be distributed or circulated in any manner in Canada and therefore should not be construed as any kind 
of financial recommendation or advice provided within the meaning of Canadian securities laws. 

Other countries: Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession of this document should inform themselves 
about possible legal restrictions and observe them accordingly. 

 

 



www.keplercapitalmarkets.com 

 
 
 
 
 
 
 
  

Amsterdam 
Kepler Capital Markets Benelux 
De Entree 89 
Toren A 19th Floor 
1101 BH Amsterdam Zuid-Oost 
+31 20 563 2365 
 
Frankfurt 
Kepler Capital Markets Germany 
Taunusanlage 18 
60325 Frankfurt 
+49 69 756960 
 
Geneva 
Kepler Capital Markets SA 
Chemin du Joran 10 
1260 Nyon 
+41 22361 5151 
 
London 
Kepler Capital Markets UK 
Providian House 
16-18 Monument Street 
EC3R 8AJ London 
+44 203 350 5000 
 
Madrid 
Kepler Capital Markets Espana 
Alcala 95 
28009 Madrid 
+3491 4365100 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Milan 
Kepler Capital Markets Italia 
Corso Europa 2 
20122 Milano 
+39 02 855 07 1 
 
 
New York 
Kepler Capital Markets Inc. 
600 Lexington Avenue 
10022 New York, NY USA 
+1 2127107600 
 
Paris 
Kepler Capital Markets France 
112 Avenue Kleber 
75016 Paris 
+33 1 53653500 
 
Zurich 
Kepler Capital Markets Switzerland 
Stadelhoferstrasse 22 
Postfach 
8024 Zurich 
+41 433336666 

K
e

p
le

r 
R

e
s
e

a
rc

h
 

  
 


