
  

First impression/first-half results: 
LDLC.com: a "star" e-tailer to be? 

a) On the not-so-buoyant French consumer IT and 
Electronics market (according to GfK, see chart ->), 
Groupe LDLC may look quite strange, with sales 
growing at quite an impressive pace: +17% yoy for 
the 2012/13 accounting year, +23% for the 2013/2014 
one, and +20.9% for this last half-year, as of 
September 30. Most of their sales from the 
http://www.ldlc.com e-merchant website.  

 
Moreover, at a three or four year horizon, LDLC is 

targeting sales around 500M€, and a 5% 
operational margin, implying a top line growth 
between +15%/+20% in the coming years, and again 
some significant margin improvement, more than one 
point, with this year 2014/15 forecast of respectively 
around 300M€ and 3.8% as a basis for comparison. 

 
And above all, with a 14x next year PER, and a 

0.42 P/Sales ratio, LDLC stock still does not look 
that expensive in spite of its tremendous performance 
last year : it may deserve more than those average 
multiples as a growth play, if the company's bright 
future materializes as expected. 

 
 
b) So: where is the trick? In my opinion: in a very accurate day-to-day management, the (quite young) 

managers of this family-owned business care particularly about i) a high value/high-tech online offer targeting PC 
fans with high-end customized computers, plus components and peripherals, including cameras, tablets and so on, ii) 
quality of service, and above all, delivery, iii) working capital and purchasing management, and iv) square meters 
optimization in the logistic platform. And, in the end: i) the best customer satisfaction according to market surveys, ii) 
always more registered customers, and more registrations quarter after quarter, iii) an always growing average 
shopping basket: 290€ versus 276€ a year ago, and, last but not least, iv) margin expansion thanks to bigger volumes 
above a tightly controlled fixed-costs base.  

And what else? LDLC is actively developing at least two growth relays: i) B to B online sales, addressing 
companies and public administrations, with both a website: www.ldlc-pro.com, and a recently hired dedicated sales 
force, and ii) B to C "brick and mortar" retailing, which the ramping up of an LDLC retail chain, which must add in 
five years around 40 franchise points of sales to the present three company-owned shops: actually, the first two 
franchise shops opened during this first-half. 

c) Of course, there are some potential downsides for that nice equity story. Firstly, competition is supposed 
to be fierce on the Consumer High-Tech market, and LDLC has to cope with bigger players like Darty, Fnac, Amazon, 
Rueducommerce, Pixmania, and so on, and some "me too" competitors like materiel.net. Last year LDLC took 
advantage, mainly for year-end sales, of some peer companies' difficulties, among them Surcouf, which went out of 
the market at that time. These opportunities are gone now, and, with such a high basis of comparison, second-half 
sales growth must slow. But LDLC remains by far a leader as a specialist retailer, a "category killer" with a highly 
integrated business model, and, apparently, a very sound customer base. 

Then, building a retail chain from scratch may also look risky, riskier in such an area than in any other consumer 
markets. Instead, according to the management, the first two franchisees have largely met their first targets in terms of 
sales. And those new points of sales, not that big (150 square meters) and located away from high street or most-
frequented mall areas, boost the online sales in the area, instead of cannibalizing them. Which looks promising. 

Finally, consumer High-Tech is a bumpy market, and High-Tech retailing is a low margin business (LDLC gross 
margin is around 17% of sales), with sometimes a huge working capital requirement to be financed, which does not 
help. And that's what we can see at LDLC's, which generates a good free cash-flow before financing its working 
capital growth, but, while growing so steadily its business, does not accumulate cash at all, with cash at hand of 
2.2M€, 2M€, and 1.34M€ at respectively 2012-13, 2013-14, and 2013-15 1first-half ends (and, correlatively, 
respectively -1.4M€, -4.5M€, and -7.9M€ net cash positions). Not yet a real "star" company? J Lieury Nov 27, 2014 

	  


