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Business Overview 

RH offers merchandise assortments across a number of categories, 

including furniture, lighting, textiles, bathware, décor, outdoor and 
garden, and child and teen furnishings. RH has retail locations 

throughout the United States, Canada, and the U.K. 

 

Stock Return Information 

S&P 500 (pts) 3,825.3 

Expected Capital Gains (%) 10.3 

Expected Gross Dividend Yield (%) - 

Expected Total Gross Return (%) 10.3 

  
 

Price Performance 1M 3M 12M 

Absolute (%) (23.9) (31.1) (68.0) 

Relative to Index (%) (17.2) (15.4) (56.8) 

Share Information  

Market Cap (USD bn)                                           5.4 

Issued Shares (m)                                       24.7 

52W High (USD)                                   744.56 

52W Low (USD)                                    207.37 

Estimated Free Float (%)                                       78.0 

Adjusted Beta vs S&P 500                                       1.42 

65-Day Average Vol. (‘000)                                   1,218.5 

Top 3 Shareholders                                                         % 

Gary G. Friedman   12.1 

Berkshire Hathaway Inc   8.8 

FMR LLC   7.9 

 

 

 

Valuation / Recommendation 

We have a BUY recommendation on RH with a target price of USD243.53 

based on PE ratio of 16x our FY22 diluted adjusted EPS forecast of 

USD15.22. We think that our valuation is justified due to RH’s healthy 

margins, track record for growth, and management’s attention to detail in 

creating a desirable luxury brand. We are expecting lower FY22 adjusted 

diluted EPS compared to FY21 as the end of the COVID-driven spending 

spree and the economic slowdown should result in lower spending on luxury 

furniture. 

Investment Highlights 

Focus on upgrading retail store portfolio has driven commendable 

growth. RH’s strategy of replacing its legacy galleries with Design Galleries 

has driven respectable growth despite the number of retail locations remaining 

flat. Revenue grew at a 4-year compounded annual growth rate of 11.4% from 

USD2.4 bn in FY17 to USD3.8 bn in FY21, while RH Galleries (excluding 

Waterworks Showrooms) dipped from 70 at end-FY17 to 67 at end-FY21.  

RH has reached a level of sales in FY21 where the benefits of operating 

leverage start to kick in. RH saw FY21 net profit surge by 153.3% to 

USD688.5m (FY20: USD271.8m), which significantly outpaced FY21 

revenue growth of 32.0% to USD3.8 bn (FY20: USD2.8 bn). Net profit growth 

could continue to outpace revenue growth if RH is able to maintain its cost 

structure and pace of growth in the long-term. However, a decline in revenue 

could also result in net profit falling at a more rapid pace than revenue. 

Continuously upgrading product assortment to be more compelling to the 

luxury customer. RH aims to roll out the RH Contemporary product line in 

2022 which could further drive excitement and growth for the RH brand. We 

agree with RH’s strategy to target customers at the high-end of the market as 

these customers tend to spend significantly more on home furnishings. A 

higher quality and more desirable product assortment could also result in 

higher margins in the long-run.  

Long growth runway. RH expansion into Europe could become a significant 

driver of growth. RH expects to open RH England, The Gallery at the historic 

Aynhoe Park this year. RH has also secured a number of locations in various 

markets in the United Kingdom and continental Europe for future Design 

Galleries. Additionally, RH still has 36 legacy galleries that can be replaced 

with Design Galleries to enhance growth.  

Risk factors. An economic slowdown/recession could negatively impact 

demand for RH’s products which could in turn hurt its financial performance. 

A decline in luxury home sales could also impact demand for RH’s products. 

RH may temporary lose some market share as it scales the luxury mountain. 

 

 

 

Sources: Mercury Securities, Company, Bloomberg, Wall 

Street Journal 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

INVESTMENT STATISTICS FY19 FY20 FY21 FY22F FY23F 

Net Revenue (USD m) 2,647.4  2,848.6  3,758.8  3,570.9  3,749.4  

Gross Profit (USD m) 1,095.0  1,325.5  1,855.4  1,785.4 1,912.2  

Operating Profit (USD m) 362.8  466.9  927.2  678.5  749.9  

EBITDA (USD m) 463.6  566.9  1,023.2  778.5  854.9  

Profit Before Tax (USD m) 269.2  377.3  830.3  447.4  664.9  

Net Profit (USD m) 220.4  271.8  688.5  519.2  505.3  

Basic EPS (USD) 11.6  13.8  32.4  27.0  20.5  

Diluted EPS (USD) 9.1  10.0  22.1  22.5  17.1  

Price/Diluted EPS Ratio (x)* 23.0  47.7  10.0  9.8  12.9  

Gross Margin (%) 41.4  46.5  49.4  50.0  51.0  

Operating Margin (%) 13.7  16.4  24.7  19.0  20.0  

ROE (%) 1,181.6  60.8  58.8  31.3  23.3  

ROA (%) 9.0  9.4  12.4  8.8  7.9  

Net Gearing** (%) 6,694  212.9  50.6  28.7  5.6  

 

 
Sources: Mercury Securities, Company 

*Price/Diluted EPS for FY19-20 are based on the closing share price of the last trading day of FY19-20. 

**Net gearing is calculated as:  

(Convertible senior notes + term loan + non-current finance lease liabilities – cash & equivalents)/shareholder’s equity 



 

 

DISCLAIMERS AND DISCLOSURES 

Disclaimers  

This report is prepared primarily for the use of Mercury Securities’ clients in Malaysia and not for publication purposes, should not be 

reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any form or manner 

without the prior express written consent of Mercury Securities. Mercury Securities, companies and individuals related to it accept no 

liability whatsoever for the actions of third parties in this respect. 

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be 

considered or intended as an offer to sell or a solicitation of an offer to buy the stocks or securities referred to in the report. Investors 

should note that the price, values or fundamentals of any securities may fluctuate over time. Past performance of any securities may 

not be an accurate guide to its future performance.  

This report is not intended to provide personal investment advice and does not take into account the investment objectives, financial 

situation and risk appetite of persons who may receive or read this report. Investors are advised to trade at their own absolute discretion, 

and to seek financial, legal and other pertinent professional advice regarding the appropriateness of investing in any securities or the 

investment strategies discussed or recommended in this report. 

Any information, views, opinions, recommendations and advice in this report are given in good faith but without any legal responsibility 

or liability to Mercury Securities and connected parties. Information contained in this report has been obtained from public sources 

believed to be reliable but such sources are not independently verified by Mercury Securities and consequently no representation is 

made as to the accuracy or completeness of this information and it should not be relied upon as such. The views, recommendations and 

opinions in this research report are our own as of the date hereof and are subject to change without prior notice. 

Mercury Securities expressly disclaims any obligation to update or revise any views, recommendations, forward looking statements 

and forecasts in a timely manner to reflect new information, events or circumstances after the date of this report publication or to reflect 

the occurrence of unanticipated events. Our views and recommendations are based on our own analysis of publicly available 

information. A subject company’s fundamentals and prospects are subject to various risks and uncertainties that could cause its actual 

performance to differ from our opinion. 

As such, Mercury Securities and its directors, officers, associates, connected parties and employees shall not be liable for any direct, 

indirect or consequential losses or damages that may arise from the use of or reliance on this research report.  

Disclosures  

Mercury Securities Sdn Bhd Registration No. 198401000672 (113193-W) is a Participating Organisation of Bursa Malaysia Securities 

Berhad and a principal holding a Capital Markets Services Licence (“CMSL”) issued by the Securities Commission (“SC”) of Malaysia. 

Its research analysts hold a Capital Markets Services Representative’s Licence (“CMSRL”). Principals holding a CMSL and 

representatives holding a CMSRL are regulated by SC in accordance with the Capital Markets and Services Act 2007 (“CMSA”). 

Mercury Securities, companies or individuals connected with it may have used research material before publication and may have 

positions in or may be materially interested in any stocks or securities in the markets mentioned. Some of the subject companies covered 

by Mercury Securities for research purposes may be a client of Mercury Securities in the past, current or may be a potential client in 

the future. Possible business dealings may include, but is not limited to share trading, market making, underwriting, corporate finance 

and corporate advisory services. 

  



 

RECOMMENDATION RATING 
 

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without notice. Hence, 

the recommendation rating only applicable to stocks under the list. Stocks out of the coverage list will not carry recommendation rating 

as the analyst may not follow the stocks adequately.    

Mercury Securities has the following recommendation rating: 

 

BUY Stock’s total return is expected to be +10% or better over the next 12 months (including 

dividend yield)  

HOLD Stock’s total return is expected to be within +10% or -10% over the next 12 months 

(including dividend yield) 

SELL Stock’s total return is expected to be -10% or worse over the next 12 months (including 

dividend yield) 
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