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It’s an online titan you’ve probably never heard of…

This company has over 2.9 million customers in over 180 
countries. It processes an order every four seconds.

And it’s growing. In 2009, it had 6 million unique monthly 
visitors and $145 million in sales. Last year, it had 29 million 
unique monthly visitors and $1.8 billion in sales. That’s 
almost five times as many visitors and a more than 12-fold 
increase in sales.

Yet, there are still big opportunities to expand in China and 
the Middle East.

The company I’m talking about is YOOX Net-a-Porter 
(pronounced “yooks net a portay”), or YNAP for short.

You can think of it as a sort of Amazon of luxury goods. YNAP 
owns Net-a-Porter, Mr Porter, The Outnet, Porter magazine, 
Yoox, and The Corner. It also runs online stores for 40 luxury 
brands including Armani, Moncler, and Gucci.

We’re talking high-end here: $400 Labirinto Italian porcelain 
vases, $1,000 Valentino bomber jackets, and $2,600 Missoni 
sweaters. Boxes arrive with your name in elaborate script.

We’ve tested the service and it is very good. (More on this in 
Supplement C).

In our quest for 100-bagger-style stocks, this is one we want 
to own…

Why We’re Recommending YNAP 
Today
We first heard about YNAP because Swiss luxury goods 
maker Richemont owns 49% of the company. Richemont is 
a recommendation in my other investment service, Bonner 

Private Portfolio. (It’s also the third-best performer roughly one 
year after starting the portfolio, up 22% including dividends.)

Johann Rupert is the chairman and top shareholder at 
Richemont. We have enormous respect for him. He is a tough, 
smart, blunt-speaking businessman. He has proven to be a good 
helmsman and savvy investor over the years at Richemont.

Richemont made its investment in Net-a-Porter (which 
eventually merged with Yoox to form YNAP) when it was 
in its infancy. And in 2010, Richemont became the largest 
shareholder in Net-a-Porter. Rupert’s involvement in YNAP 
put it on our radar early last year.

We are also fans of the founder and CEO of YNAP, Federico 
Marchetti. He owns 4% of the shares. So that’s over 50% of the 
stock in strong hands. Marchetti is a visionary entrepreneur who 
saw the opportunity for luxury shopping moving online well ahead 
of anyone else. As the Financial Times reported late last year:

The growth of luxury online sales is breaking down long-
held assumptions in the industry, such as the sale of five- 
or six-figure items by a click. “There is no price resistance. 
We are easily selling things [costing] €50,000,” says Mr. 
Marchetti. Net-a-Porter started selling Pomellato jewelry 
this year and he does not rule out having luxury watches 
for sale in time for Christmas.

“I always thought the two worlds of luxury and the 
internet would ultimately co-penetrate because the 
internet was in need of content, or it is nothing, and 
luxury is a great producer of content,” says Mr. Marchetti.

He has a feisty, outspoken, no-nonsense personality.

When we were in Milan last summer, we tried to get a 
meeting with YNAP, but we couldn’t make it work. However, 
we continued to follow the company and its recent sell-off 
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prompted us to take a deeper look for Focus. (We’ll get into 
why the stock sold a little later.)

We like what we see…

In 2015, Italian-based luxury retailer Yoox merged with UK-
based luxury retailer Net-a-Porter. The two rivals merging 
was like Coca-Cola merging with Pepsi. And it was a big 
catalyst for growth.

Today, YNAP basically has three main divisions:

• Multi-Brand In-Season (52% of sales): YNAP 
operates as the e-tailer for luxury brand collections 
(such as Prada and Tiffany) under its own brand-
name sites (Net-a-Porter, Mr Porter).

• Multi-Brand Off-Season (37%): YNAP operates as the 
e-tailer for previous-season designer fashion (Burberry 
Children, shop-in-shops of Ralph Lauren) under its own 
brand-name sites (Yoox.com and The Outnet).

• Online Flagship Stores (11%): YNAP operates 
flagship stores under exclusivity for big luxury brands 
such as Saint Laurent, Bottega Veneta, Alfred Dunhill, 
Armani, and others – about 40 altogether.

These businesses are all growing. Sales last year were up 16%, 
19%, and 24%, respectively. (North America is the largest 
market with about one-third of sales. Europe is second with 
26%, and the UK is third with 14%.)

This year, YNAP projects overall sales growth of 17%-20%. 
That’s the kind of growth we want to see.

But the stock has recently sold off…

The market worries about the UK leaving 
the European Union (“Brexit”) and the 
effects it could have on sales. YNAP gets 
14% of its sales from the UK, its third-
largest market. Moreover, there are 
general concerns that have dogged the 
luxury goods industry for the last couple 
of years. The Chinese aren’t buying as 
much as they did, and some think the 
Chinese luxury goods consumer may 
never come back.

We certainly agree these are risks. But 
we believe they are more cyclical in 

nature and not permanent. Nobody can know for sure, of 
course, but we believe the market’s concerns are shortsighted 
and overlook the strengths of YNAP’s business.

YNAP is also facing upstart competitors such as Farfetch 
and MatchesFashion.com. They are growing, but they are 
going after slightly different markets than YNAP. Farfetch, for 
example, goes after small boutiques.

In any event, we think YNAP is far enough ahead of these 
competitors that it has a defendable franchise… The sheer 
number of customers and visitors and the associated data that 
comes from them, its exclusivity and relationships with big 
brands, and its hard-to-replicate platform.

The platform itself is an impressive array of warehouses and 
customer care centers that service over 180 countries. (You 
can see more of YNAP’s global reach in Supplement D.) The 
websites, as mentioned, get over 29 million unique visitors 
every month. That’s up 13% from a year ago.

There is tremendous infrastructure involved in all of this. This 
is where the Amazon comparison comes in. Like Amazon, 
YNAP is almost as much a logistics company as a retailer. 
That provides it with a moat against competitors. Imagine 
trying to compete with Amazon 15 years ago. That’s kind of 
where YNAP is now.

And YNAP invests a lot back into its systems. Though it is 
profitable, it will burn cash this year as it reinvests profits in 
things such as fully robotic warehouses, same-day delivery 
capabilities, and new mobile apps (you can learn more about 
YNAP’s mobile strategy in Supplement D).
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YNAP’s Estimated Cash Flow Growth

www.bonnerandpartners.com Source: YNAP roadshow presentation 3/17

By 2020, YNAP should 
be a cash flow machine
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But by 2020, YNAP should be a cash-flow machine. (See the 
chart on the previous page.) And it has no net debt.

YNAP’s Future: “We Will Have a 
Ferrari”
YNAP is also expanding into other markets.

For example, the Middle East could be big. It’s about 3% of the 
global luxury market and growing at about 10% annually. The 
Middle East also has the highest concentration of high-net-
worth individuals. These individuals tend to spend 2.5 times 
more than their global peers with return rates that are half 
the average.

In April of last year, YNAP closed a financing deal with 
Alabbar Enterprises S.à.r.l. (“Alabbar”). Mohamed Alabbar 
controls Alabbar. He is the chairman of Emaar Properties, 
which owns blue-chip assets in Dubai such as The Dubai 
Mall. (I have visited this mall on two occasions. It has over 
1,200 shops. It is the largest mall in the world, with its own 
aquarium and zoo.)

Alabbar invested about $106 million at 28 euros per share, or 
about 3% in the stock. (The shares are currently 25% below 
this price.) Alabbar is a good investor to have if you want to 
gain access to the market of Dubai.

China is another opportunity for future growth. Online luxury 
in China is only about 6% of the market, versus 10% globally. 
And YNAP is pursuing various ways to expand its sales in that 
market.

So YNAP is in a good space. According to JP Morgan, the global 
online luxury goods market has grown by 29% per year over the 
last six years. Penetration is still only around 10%… meaning 
only 10% of total luxury goods are ordered online. Industry 
forecasts expect the online luxury market to grow 15% annually 
over the next five years with penetration rising to 11.5%.

The industry is also more resilient than you might think. 
Don’t be shy because you think luxury goods won’t do well in 
a bad economy. As Marchetti told The Telegraph:

We have faced Brexit, Trump and the Italian election 
and each time we have had a shock – boom”, he 
says, his hand gesturing the fall off a cliff. “And then 
within a week, 10 days, our sales come back to where 
they were. Our luxury shoppers tend to be immune, 
they were worried for a bit and then thought, ‘I’m 

going to buy a Prada bag, who cares’.

There are always super-wealthy people somewhere and 
YNAP aims to get a slice of what they spend.

On the future, Marchetti is optimistic:

At the moment, what’s exciting me most is that 
I can see the light at the end of the tunnel of 
integration [of the merger with Net-a-Porter]. I feel 
we can make it on budget, on time and at the end 
we will have a new machine, we will have a Ferrari.

He’s also used a different metaphor for the company’s growth:

We are on chapter three with chapter 10 in a galaxy 
very far from now.

We tend to agree.

The “Four Corners” Test
In Focus, we have “Four Corners” we like to see as 
foundations for our investment ideas. Let’s see how YNAP 
stacks up:

• The ability to earn a high return on capital

After the company gets through an extended 
investment period (to roughly 2020), we expect 
YNAP will earn a greater-than-20% return on 
invested capital for years to come.

• The ability to earn that high return again and 
again and reinvest the profits

This one is easy. YNAP currently reinvests 
everything it earns and then some. We expect that 
YNAP will have plenty of opportunities to continue 
to reinvest for years to come. As the business grows 
and scales, we think their returns on invested 
capital could easily exceed 20% per year.

• The ability to grow into something much larger 
over time

Clearly, the answer is yes. With the global online 
luxury goods market growing 15% annually, and 
market penetration of only 10%, there is plenty of 
room to grow. YNAP itself has about 10% of the 
market with new efforts in the Middle East and China.



5

• The stock price represents a good value

We believe shareholders can earn 18% annualized 
returns on YNAP for the next 10 years, for a 420%-
plus return, under our best-case scenario. Under 
much more conservative assumptions, we see 
12% returns annually. (See Supplement C for our 
valuation model.) Either way, we think YNAP offers 
attractive upside.

The stock could be volatile, but we’re focused on the long 
term – as you have to be to net a multi-bagger. The big gains in 
100-bagger stocks come for investors who are willing to look to 
the future, beyond current worries, and focus on the size of the 
opportunity over time. YNAP is one to buy and leave alone.

Recommendation: Buy Yoox Net-a-Porter 
(YXOXY) up to $25. Make it an 8% position. 

You can also buy the shares in Milan, ticker YNAP, 
if you have that capability. Use a limit order and 
be patient. The shares are liquid in Milan and you 
should have no problem filling your order.

Portfolio Update: PCSB Financial Will 
Begin Trading on April 21
Late on Monday, I got word that PCSB Financial will begin 
trading on April 21 under the ticker PCSB. 

I’ll be sending a buy recommendation that morning. So be 
sure to check your inbox.               

This will be our first thrift conversion. If you need a refresher, 
see our initial buy recommendation here.

Turning to the rest of our portfolio, with the addition of 
YNAP, we now have four names. 

Our first recommendation was internet services company 
Tucows (TCX) with an 8% position. The stock price has 
more than doubled since I recommended it.

Del Frisco’s Restaurant Group (DFRG) was our second pick 
with a 4% position.

Then we recommended Drive Shack (DS), which will soon 
be opening a golf range to compete with Topgolf, with an 8% 
position.

We continue to like all of these holdings. But there is nothing 
new to report on these names this month. We will update you 
in this space as we get news and results on these companies.

Sincerely,

Chris Mayer with Thompson Clark

P.S. Next Friday, April 28, Thompson and I are hosting our 
second Focus member call from 11am to 12pm. Watch and 
listen online as we discuss our portfolio recommendations 
and answer your questions live. To submit your questions 
early, email us here. And stay tuned for more details…

By the way, my friend Jeff Gramm (author of Dear 
Chairman) and I will be holding court at Comet 
Ping Pong in Washington, D.C., on Tuesday, May 
16. If you are in town, come on by. I’d love to meet 
you. Just RSVP to Jeff at jeffgramm@gmail.com.

Supplement A
The Business
As we told you earlier, Federico Marchetti is building a 
Ferrari… a perfectly designed operation.

When Marchetti founded Yoox in 2000, he focused on 
the off-season market. Fashion designers sell products in 
two seasons: fall/winter and spring/summer. The spring/
summer items that don’t sell are almost always sold at a 
discount to make room for the incoming fall/winter stock.

Marchetti recognized this and took the discounted products to 
the masses via the internet. To really make it work, he needed 
a world-class infrastructure model. And today, he has that.

The operations of YNAP. Source: YNAP

https://bap-assets.s3.amazonaws.com/editorial/bfc/20170322-bfc-issue.pdf
https://bap-assets.s3.amazonaws.com/editorial/bfc/20170322-bfc-issue.pdf
http://members.bonnerandpartners.com/the-last-time-this-happened-this-tiny-stock-soared-300-and-todays-opportunity-is-even-better/
http://members.bonnerandpartners.com/putting-our-money-where-our-mouth-is-why-this-restaurant-stock-is-a-double-or-more/
http://members.bonnerandpartners.com/wp-content/uploads/2017/01/20170114-bfc-sca102.pdf
mailto:feedback%40bonnerandpartners.com?subject=
mailto:jeffgramm%40gmail.com?subject=
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But Net-a-Porter was not Marchetti’s creation. It was founded 
by fashion journalist Natalie Massenet around the same time 
as Yoox. Net-a-Porter took a different approach. Instead of 
selling off-season items, it focused on the in-season products. 
And the company spent a lot of time on marketing, 
advertising, and branding. It wanted to reach the small 
percentage of customers who would spend upwards of $1,000 
on a pair of shoes, a handbag, or a dress. And it succeeded.

So Yoox is the interior of the Ferrari with world-class 
infrastructure. Net-a-Porter is the exterior of the Ferrari – it’s 
attractive, elegant, and clean. Now that the companies are 
combined, we’re bullish.

Industry

According to Bain & Company and Altagamma research, 
total worldwide personal luxury sales in 2016 were €249 
billion. Of this €249 billion, approximately €20 billion was 
purchased online. So just 8% of the total luxury goods 
market is purchased online.

Like Marchetti, we think the percentage share of luxury 
goods sold online will grow for many years. The ease of 
purchase and the variety of products online is compelling 
for luxury-craved customers. By investing in YNAP, we’re 
playing for this growing €20 billion pie.

In 2016, YNAP generated €1.8 billion in sales. This comes 
out to around 9.4% of the total ecommerce personal luxury 
market. A growing online luxury market will only benefit 
YNAP even more.

Segments

YNAP operates in three segments.

1. Multi-Brand In-Season

2. Multi-Brand Off-Season

3. Online Flagship

The first business is Net-a-Porter’s bread and butter. That’s 
where it started: selling designer clothes at full retail price. 
This is its most profitable segment, generating 41% gross 
margins and 55% of total gross profit.

The second is where Yoox got its start… selling off-season 
clothes at a slight discount. Gross margins here are around 
38%. As a percentage of the total gross profit pie, Off-

Season is 36%.

The third segment is relatively new for the combined 
company… operating flagship stores for luxury brands.

Many luxury brands are run by “product people.” They make 
beautiful products and create the desire for them. They are 
not, however, logistics or internet people. This is where 
YNAP comes in.

It essentially runs the ecommerce business for luxury 
brands. For example, YNAP operates Marni.com. But 
instead of searching for Marni products on YNAP, a 
customer will visit Marni.com to make their purchases. This 
makes the brand happy, as it controls the experience. And it 
makes YNAP happy, as it doesn’t take a lot of inventory risk. 
It simply collects fees based on various sales targets. This 
segment is small, at just 9% of total gross profit. But we 
think it has the potential to get much bigger over time.

While not reported separately, we also think it’s worth 
discussing one special group of customers. This customer 
group is critical to YNAP’s business. They are called 
Extremely Important Persons (“EIP”). EIPs are customers 
who spend more than €10,000 per year at YNAP. They’re 
around 2% of YNAP’s active customers, yet account for a 
whopping 40% of net revenues in their In-Season segment. 
(You can see the data in Supplement D.)

Ultra-high-net-worth customers don’t buy discounted 
or off-season clothes. They want the latest and greatest 
runway collections, and are willing to pay for them. 40% 
of In-Season segment revenues accounts for over 20% 
of the consolidated revenues. So YNAP will continue to 
bend over backward for these customers. One-on-one 
consultations, more enhanced loyalty programs, and 
world-class service are just a few of the features YNAP 
provides for EIPs.

Business Model

The first thing we do for any Focus investment is try to drill 
down to the unit economics. That is, how the business really 
makes money at the unit level. In the case of YNAP, the 
model is pretty straightforward.

First, it sells products at a gross margin of around 39%-40%. 
Embedded in this gross margin is simply the cost of the 
product. It doesn’t include shipping or marketing.
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After that cut, YNAP pays for shipping fulfilment and 
marketing expenses. For each dollar of sales, YNAP earns 
a little more than $0.17, or a 17% margin, after factoring in 
product cost, shipping cost, and marketing.

Continuing down the income statement, we have the 
overhead. This covers executive salaries, rent, etc. This runs 
around 8.5% of sales.

The company earns a very slim 3.4% operating margin 
today. However, as revenues grow, some of its expenses are 
fixed and margins should expand. In our projections, we 
think this margin will grow materially. We’re forecasting a 
nearly 7% operating margin by 2020, and 9.5% by 2026.

Higher sales and a higher margin per sale equals more free 
cash flow, and a more valuable company.

Hands On With YNAP

I (Thompson) have ordered products from Mr Porter before. 
In 2015, I ordered a winter jacket. I couldn’t find the jacket 
anywhere online except Mr Porter. This is probably due to 
the exclusivity of the particular brand.

The jacket was delivered on time with no issues. Inside the 
box, the jacket was wrapped up with a bow and included a 
handwritten note thanking me for my purchase. It also came 
with a complimentary garment bag for my hanging clothes 
and suits. I still travel with the white “Mr Porter” garment bag. 
It’s a nice touch, and a unique way to compete.

In the early days, Mr Porter only carried men’s clothes. Now, 
it carries cosmetics, sports gear, fine Swiss watches, and 
even health supplements. These are all easy products to 
carry. YNAP simply drops the products into their massive 
warehouse, posts them online, and waits for a customer to 
come. The incremental cost is practically zero, so why not?

Supplement B
Management
Federico Marchetti – Founder and CEO

Federico Marchetti started Yoox with no experience in the 
fashion business. He came from a finance and consulting 
background, but he was convinced he could get luxury 
brands to sell him end-of-season stock that he could then 
sell online. As we mentioned before, this was when luxury 
goods had zero online presence. He was a real pathbreaker. 

But it often takes an outsider to challenge deeply held 
industry beliefs.

Obviously, Marchetti was right. The success of YNAP is 
proof that you can sell luxury goods online.

You can get a little more insight into how unlikely YNAP’s 
birth was by reading the Financial Times “Lunch with 
Federico Marchetti” column from 2015:

“Starting a company like Yoox in a country like Italy, it’s 
quite a miracle. It was a cultural innovation: internet, 
venture capitalist, stock options . . . It was an American 
story in Italy, so it was quite brave. But, at the same 
time, I had huge advantages: the proximity to the 
designers, speaking the same languages to the brands, 
understanding their needs.”

It was brave, possibly foolhardy, to launch a company 
selling discounted luxury goods in 2000. At the time, 
Marchetti was working as a merchant banker — and 
miserable with it. “I was leaving the office around 
8pm and at night writing my business plan. Around 
Christmas 1999 I said, ‘I think I need to do it.’ I’m 30, 
I had to take a risk. So I quit my job. And in 40 days I 
convinced the venture capitalist to give me €1.5m for 
33 percent of my idea,” he says. “And this was Italy, 
where there were two venture capitalists, not Silicon 
Valley, where there are hundreds.

“I took a big risk, and the risk was essential. I cannot say 
I love risks. I’m not a cowboy. I suffer, internally. But it’s a 
fine line between luck and risk and I’ve been very lucky.”

We like the rare nod to the winds of fate. Luck plays an 
enormous role in business and few CEOs are candid about 
the lucky breaks they’ve received.

Marchetti’s specialty is logistics. And the strength of the 
company is the efficiency of its distribution centers. For 
example, the warehouse in Bologna, Italy, is 102,000 square 
meters and processes 8,000 orders a day, according to the 
Financial Times. And keep in mind, this was back in 2015.

Back then, the reporter marveled at the technological 
aspects of it: robots picking out items from container-
loads of goods. It is very precise. It has to be, as Marchetti 
explains:

It’s an amazing operation. You wouldn’t expect so 
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much perfection from an Italian company — about 0.001 
percent of mistakes. Why? Because we cannot send 
Armani.com a Saint Laurent product. We need it to be 
right, otherwise it’s a loss of credibility.

Marchetti also talks a lot about the data YNAP accumulates. 
YNAP processes millions of transactions per year across 
a range of luxury products. Marchetti is deeply analytical 
about mining that data to glean insights into the shopping 
habits of its customers.

For example:

Who are the serial returners? “The Germans,” he says. 
“They’re the worst.” And the least likely to shop during 
office hours? “The Japanese are the most ethical guys. 
They only ever shop after midnight. They don’t sleep.” 
(The Brits tend to shop late afternoon and evening and, 
though he won’t speak ill of his countrymen, it’s pretty 
clear from his facial expression that Italians like to 
do it at their desks.) The Spanish prefer red while the 
Italians love purple. Men are more loyal to brands and 
65 percent of transactions are undertaken by women, 
except in China, where the reverse is true. 

In all of what we’ve surveyed of Marchetti’s public interviews, 
we’ve come away impressed about his deep knowledge of the 
particulars of how the luxury business works.

To summarize: We believe we are in good hands here. We 
were unable to do a background check on Marchetti. (He’s 
in Italy, beyond the capabilities of our investigators at the 
moment.) But he has been such a public figure for so long, 
we doubt a background check would yield much in this case.

Johann Rupert – Chairman of the largest shareholder of 
YNAP

Johann Rupert is the chairman of Richemont, which is the 
largest shareholder of YNAP.

Rupert founded Richemont in 1988 and owns 9% of the shares 
(and 100% of the voting rights). A $5 investment in Richemont 
in 1988 is worth over $60 today, not including dividends.

A company called Marathon Asset Management has owned 
Richemont since 2002. Marathon writes about Rupert in a 
book called Capital Returns (2016). It’s an edited collection 
of letters written by management to clients from 2002 to 
2015. Marathon approaches investing similarly to the way 

we do: They look “to invest with corporate managers who 
know how to allocate capital efficiently.”

The book includes a June 2013 essay titled, “The Wit and 
Wisdom of Johann Rupert.” It says:

Mr. Rupert has not been one to spend much time 
schmoozing investors. Marathon has never had a one-
on-one meeting with him.

We like this. Rupert’s focus is on the business. And he 
refuses to play Wall Street’s games. It’s a refreshing change. 
Here’s another example from one of his conference calls 
with analysts. He says:

So anybody who’s going to ask, ‘so what do you think 
next year looks like,’ why don’t you just not ask the 
question because we’re not going to answer. And it’s not 
because we’re coy or funny. We don’t know.

The Wall Street game isn’t the only one he doesn’t play. He 
understands not to finance acquisitions by issuing stock 
(equity), which is a very costly thing to do. He says:

You can discount us ever using equity for acquisitions. 
Equity is always the most expensive way to pay.

Rupert appreciates how the price you pay for an asset is 
crucial in determining your returns. Once, an analyst asked 
him about how he lost money on the sale of a business. 
Rupert was quick to correct him:

No, no, no, no. I didn’t lose money when I tried to sell the 
business. I lost the money when I bought the bloody thing. 
That’s when you park your money – it’s not when you try 
to find a bigger idiot than you to take it off your hands.

In short, Rupert’s focus is on the business and he knows how to 
allocate capital efficiently. We like his involvement at YNAP.

Supplement C
Projection and Valuation
We think of YNAP’s future in two distinct “phases.”

Phase 1 goes out through 2020. The goals in Phase 1 are:

1. Integrate the Net-a-Porter acquisition. This is no 
easy feat. Technology and inventory management 
have to be unified. The culture of the two companies 
has to merge. And the branding has to be consistent.
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2. Build out warehouse and logistics capacity. We 
estimate YNAP will spend nearly €700 million on 
warehouse logistics and technology between 2017 
and 2020.

3. Realize material operating leverage. This business is 
worthless if it cannot grow sales faster than expenses. 
The areas where we expect to see the most operating 
leverage are fulfillment cost and overhead.

Coming out of this first phase, we believe the business 
will generate over €150 million in free cash flow. This is a 
significant lift from the negative €30 million in free cash 
flow expected in 2017.

Looking past Phase 1 is what excites us most about YNAP. 
We’re calling this Phase 2.

Phase 2 is where the business is profitable, sales are 
growing, and free cash flow is really growing. And as 
investors, we are laser-focused on one thing: free cash flow. 
Because cash is what matters – not earnings, which are an 
accounting construction. Cash winds up in bank accounts.

Our projections in the Phase 2 period include the following:

1. Operating margins in 2020 will be nearly 7% (up 
from 3.4% in 2016). We expect this margin growth 
will continue, albeit at a somewhat slower pace. 
By the end of 2026, we’re looking for operating 
margins of 9.5%.

2. On the growth side, YNAP will continue to benefit 
from the rising growth in luxury sales online. 
Currently, YNAP has around 9.4% of the luxury 
ecommerce market. Being conservative, we estimate 
it will reach just a 12% total market share. This is the 
biggest driver of the long-term model – market share.

3. Lastly, the company will be generating significant 
amounts of free cash flow. We’re forecasting free 
cash flow growth from €150 million in 2020 to 
nearly €400 million by 2026.

Looking out over the next 10 years, we think YNAP could 
easily be worth €70 per share, or around $75 per share 
at today’s exchange rates. That’s a solid 227% gain from 
today’s price. We think you’ll earn a 13% return on your 
investment per year over time.

And this is just our base case.

Our base case projections are based on YNAP having a 
market share of total luxury ecommerce of 12% by 2026. As 
we said earlier, this may prove to be extremely conservative. 
Internet businesses like YNAP have a tendency to 
experience “winner take all” type of dynamics. While we 
don’t think YNAP will capture 100% of the ecommerce 
luxury market, it could capture 20%.

At a 20% market share by 2026, YNAP would be much more 
profitable. With this higher level of profitability and free 
cash flow, the business would be worth over €110 per share 
(or $116 at today’s exchange rates). From today’s price, 
that’s 420% upside, or 18% compounded annually. That’s an 
upside worth waiting for.

But there are other potential upside catalysts that we didn’t 
take into account. For example, YNAP could get into other 
types of products. It’ll have the infrastructure to build out, 
complete with robots and full automation. So there’s the 

(In Millions)
Dec 
2016

Dec 
2020

Dec 
2026

YNAP
Revenue €1,870,660 €3,751,308 €6,629,180 

Operating Income €64,534 €249,522 €629,772 

Free Cash Flow (€29,601) €158,845 €382,374 

Worldwide Luxury 
(Billions)

€249 €280 €325

Ecommerce % 8.0% 11.8% 17.0%

YNAP Market Share 9.4% 12.0% 12.0%

Valuation
2017-2026 Cash Flows €1,857

Terminal Value €7,647

Total Value €9,504

Value per Share €71.0

Price Today €21.7

Upside 227.3%

CAGR* 13%

* Compound annual growth rate
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possibility it won’t only stick to personal luxury goods.

Another potential upside catalyst is the ecommerce 
platform. Other brands could want to use it. This segment 
is just 10% of revenues today. We could easily see a scenario 
where more brands want YNAP to handle their ecommerce. 
This lets the creative types at luxury brands focus on 
product design and development.

The last, and probably most obvious, upside catalyst could 
be a takeover. For example, Jeff Bezos could give up trying 
to do “luxury” at Amazon and instead buy YNAP. It’s not 
unheard of. And we are confident that Johann Rupert, the 
49% shareholder through his company Richemont, won’t let 
YNAP go for cheap.

To sum up, even with our base case, YNAP could prove to be 
an excellent investment over time.

Supplement D
Financial Charts & Data

YNAP Covers the Globe With its Hard to Replicate Platform

www.bonnerandpartners.com Source: YNAP roadshow presentation 3/17
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www.bonnerandpartners.com Source: YNAP roadshow presentation 3/17

Since 2009, YNAP has grown 
34%, while the luxury good 
market has grown just 29%

YNAP Outperforms the Luxury Goods Market

www.bonnerandpartners.com Source: YNAP roadshow presentation 3/17

YNAP expects to continue to outperform 
the luxury goods markets

YNAP’s Growth Expectations
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YNAP’s Future Is Selling On More Mobile Devices

www.bonnerandpartners.com Source: YNAP roadshow presentation 3/17

YNAP Will See Big Growth in the Middle East and China

www.bonnerandpartners.com Source: YNAP roadshow presentation 3/17
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YNAP’s High Net Worth Customers Are Loyal Spenders

www.bonnerandpartners.com Source: YNAP roadshow presentation 3/17

Customer Care: Call (800) 681-1765 9 a.m. to 7 p.m. ET, www.bonnerandpartners.com.
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Company Symbol Open 
Date

Open 
Price

Current 
Price Gain % Buy-Up-To-

Price Notes

Tucows TCX 9/22/16 $28.71 $57.20 99.23% $49.00 8% Position 
Size

Del Frisco's 
Restaurant Group DFRG 11/10/16 $15.50 $18.10 16.77% $15.50 4% Position 

Size

Drive Shack DS 1/24/17 $4.00 $4.10 2.50% $5.00 8% Position 
Size

Yoox Net-a-Porter YXOXY 4/18/17 NEW $23.72 NEW $25 8% Position 
Size

Model Portfolio

http://members.bonnerandpartners.com/chris-mayer-focus/chris-mayer-focus-portfolio/

