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1. Reading Passage

For nearly four decades, LVMH had one move: buy. Under billionaire Bernard Arnault, the
Paris-listed conglomerate hoovered up more than 75 brands — Louis Vuitton, Dior, Tiffany, Bvlgari,
Sephora, Moét & Chandon — and grew into Europe's most valuable company. Since 2000 alone, it
has completed 206 takeovers, including the S16bn purchase of US jeweller Tiffany in 2020 and the
€3.7bn ($4.3bn) acquisition of Italian house Bvlgari in 2011. This year, the strategy has flipped.

According to people familiar with the matter, LVMH is exploring sales of fashion label Marc Jacobs,
its 50 per cent stake in Rihanna's Fenty Beauty, and Joseph Phelps Vineyards in California.
Together, these disposals could net the company billions of euros to reinvest in stronger parts of
the empire. They build on a recent run of exits: in the past 18 months, LVMH has offloaded
Off-White (the streetwear label founded by the late Virgil Abloh), the Greater China arm of travel
retailer DFS, and its 49 per cent stake in Stella McCartney's eponymous fashion house. As one
luxury analyst observed, this is the first time in LVMH's history that it is in downsizing mode rather
than growing its portfolio.

The pivot is a response to a chillier climate. Sales have slowed since 2023 as a pandemic-era boom
in luxury goods reversed, and a squeeze on disposable incomes among so-called aspirational
consumers — middle-class shoppers who buy luxury occasionally — has combined with a run of
inflation-busting price rises by top brands to depress demand. Bernstein analyst Luca Solca has
said LVMH is reviewing its portfolio to identify what is dragging on margins now that pressures on
the business are higher.

But here's the catch: LVMH is not a company in distress. With limited debt and free cash flow of
more than €1lbn last year, it is unlikely to rush. Senior executives at Moét Hennessy — the
worst-performing division in recent years — are sounding out buyers for brands including
Eminente rum and Joseph Phelps. The beauty arm is reviewing dated labels like Make Up Forever
and Fresh, which would help refocus on upscale lines such as Dior Beauty and Guerlain. JPMorgan
values the Fenty stake at between €1.5bn and €2.5bn. An earlier Slbn deal to sell Marc Jacobs to
Authentic Brands Group reportedly broke down in negotiations.

Not every potential sale is purely commercial. The Arnault family is split over whether to sell
loss-making French newspaper Le Parisien to billionaire Vincent Bolloré, who is described as
staunchly rightwing — a transaction his elder children worry could be politically problematic in the
run-up to a fraught presidential election. Meanwhile, Arnault has batted away questions about
stepping down, and LVMH remains a potential buyer too: the group is reportedly weighing a bid for
a minority stake in Giorgio Armani, who named LVMH as one of three preferred buyers in his will.
The strategy isn't retreat. It's a sharper, smaller, richer LVMH built around its biggest engines —
Louis Vuitton, Dior and Tiffany — with the cash and patience to wait for the right next deal.
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2. Explanation

For nearly 40 years, LVMH only ever bought. Now Bernard Arnault — Europe's richest man — is
quietly hanging 'For Sale' signs on Marc Jacobs, Rihanna's Fenty Beauty, and a chunk of his
luxury empire.

What's Going On?

LVMH, the French conglomerate behind Louis Vuitton, Dior, Tiffany and 75+ other brands, is exploring
sales of fashion label Marc Jacobs, its 50% stake in Rihanna's Fenty Beauty, and Joseph Phelps Vineyards
in California. Together the disposals could net the company billions of euros to reinvest elsewhere.

This is a sharp pivot. Since 2000, LVMH has done 206 takeovers, including the S16bn purchase of Tiffany
in 2020 and the €3.7bn ($4.3bn) Bvlgari deal in 2011. Selling — not buying — is what an analyst quoted in
the article called the first time in LVMH's history that it is in 'downsizing mode.'

How To Think About It

LVMH isn't in trouble — it had over €11bn in free cash flow last year. Think of this less as a fire sale and
more as a gardener pruning a giant hedge so the strongest branches get more sunlight.

» It's like a pro sports team with a stacked roster trading away mid-tier players to free up salary cap
space for two superstars (here: Louis Vuitton and Dior).

e Or like Netflix quietly removing hundreds of older titles each year — not because the catalogue is
failing, but because hosting underperformers costs more than they earn back.

Key Things To Know

o JPMorgan values LVMH's 50% stake in Fenty Beauty at €1.5bn-€2.5bn.

» Sales at top brands like Louis Vuitton and Dior have slowed since 2023, after a pandemic-era boom
in luxury reversed.

» Moét Hennessy, the wine and spirits arm, has been LVMH's worst performer — hence the push to
offload Eminente rum and Joseph Phelps wines.

e An earlier deal to sell Marc Jacobs to Authentic Brands Group for about Slbn collapsed when
negotiations broke down.

» Most people think luxury is recession-proof. The 'aspirational’ middle-class buyer — squeezed by
inflation and price hikes — actually drives a huge slice of demand, and they're pulling back.

Why It Matters

If you've noticed Sephora hauls slowing on TikTok, or friends suddenly debating whether a designer bag
is 'worth it,' you're seeing the same trend LVMH is reacting to. The luxury slump shapes everything
from retail jobs to French politics — Arnault's family is reportedly split over whether selling the
newspaper Le Parisien to right-wing billionaire Vincent Bolloré could backfire ahead of a presidential
election.

The Bigger Picture
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This marks the possible end of luxury's three-decade 'bigger is better' era, when conglomerates
collected brands like Pokémon. Watch what LVMH does with the cash: Arnault has hinted at bidding for
a stake in Giorgio Armani, who named LVMH as one of three preferred buyers in his will. The question
for the next decade is whether luxury becomes more concentrated around a few mega-brands — or
whether independents finally get room to breathe.
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3. Key Terms Glossary

Conglomerate

A single parent company that owns many separate businesses across different industries — LVMH
owns fashion houses, wineries, hotels and a newspaper.

Disposal / Divestment

The opposite of an acquisition: when a company sells off one of its businesses or assets, often to raise
cash or refocus.

Free cash flow

The cash a company has left over after paying its bills and reinvesting in operations — basically,
money it can use freely for dividends, buybacks or acquisitions.

Aspirational consumer

Middle-income shoppers who buy luxury goods occasionally as a stretch purchase, rather than
wealthy customers who buy them routinely.

Margins

The percentage of revenue a company keeps as profit after costs. 'Squeezed margins' means costs are
rising faster than prices.

Travel retail

Stores in airports, ferries and tourist hubs — like DFS — that sell luxury goods to international
travellers, often duty-free.

Eponymous
Named after a person — Marc Jacobs the brand is eponymous because it's named after Marc Jacobs
the designer.

Stake

A percentage of ownership in a company. A 49% stake in Stella McCartney means owning just under
half the business.
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4. Reading Comprehension Quiz

Circle the best answer for each question.

Q1. The passage primarily argues that LVMH is:
(OA) Facing imminent financial collapse and rushing to sell brands at any price.
(OB) Strategically pruning its portfolio to refocus on its strongest performers.
(OC) Abandoning the luxury sector entirely in favour of media businesses.
(OD) Being forced by regulators to break up its enormous brand empire.

Q2. According to the passage, the slowdown at top brands like Louis Vuitton and Dior is most directly

caused by:
(OA) Areversal of pandemic-era luxury demand combined with price-fatigued aspirational shoppers.
(OB) Increased competition from emerging streetwear labels owned by independent designers.
(OC) Government regulations limiting how much luxury goods can be marked up annually.
(OD) The retirement of Bernard Arnault and resulting leadership uncertainty at the company.

Q3. Which choice best states the central idea of the passage?
(OA) LVMH'srecent acquisitions of Tiffany and Bvlgari have failed to deliver expected returns.
(OB) Bernard Arnault is preparing his children to take over different divisions of LVMH.
(OC) After decades of aggressive buying, LVMH is now offloading underperforming brands to refocus.
(OD) The luxury industry is being disrupted by streetwear labels like Off-White and Stella McCartney.

Q4. As used in the passage, 'disposals' most nearly means:
(OA) Garbage removal services.
(OB) Sales of business units.
(OC) Decisions or rulings.
(OD) Personal temperaments.

Q5. As used in the passage, 'depress' most nearly means:
(OA) Sadden emotionally.
B) Push downward physically.
phy y
(OC) Reduce or weaken.
(OD) Hide from view.

Q6. Which statement about LVMH's financial position can most reasonably be inferred from the
passage?
(OA) The company is being forced to sell brands quickly to avoid bankruptcy.
(OB) LVMH has flexibility to be patient and sell only at favourable prices.
(OC) The Arnault family plans to take the company private within the year.
(OD) LVMH will likely match its acquisition pace with equal disposals annually.

Q7. The passage suggests that the potential sale of Le Parisien is complicated mainly because:
(OA) The newspaper has been losing money since LVMH acquired it in 2015.
(OB) French law prohibits foreign owners from buying domestic newspapers.
(OC) Apotential buyer's politics could create controversy before a presidential election.
(OD) Bernard Arnault personally founded Le Parisien and is reluctant to part with it.
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Q8. The author's tone in describing LVMH's strategy is best described as:

oL

o®)

Qo)

Op)

Alarmed and openly critical of the company's choices.

Detached and analytical, presenting facts without strong judgement.
Celebratory and admiring of Bernard Arnault's leadership.

Sarcastic and dismissive of the luxury industry overall.

Q9. Which inference about LVMH's future strategy is best supported by the passage?

QA
QB8
Qo
OPD)

LVMH will stop making acquisitions for at least the next five years.

LVMH will continue buying selectively even while shedding weaker brands.
LVMH plans to spin off its Louis Vuitton division into a separate company.
LVMH will exit the beauty sector entirely after selling Fenty.

Q10.Which choice provides the BEST evidence for the answer to the previous question?

on
Qs

o
ol

'Since 2000 the Paris-listed group has made 206 takeovers.'

'Sales have slowed since 2023 as a pandemic-era boom in luxury goods reversed.'

'LVMH remains in the market as a potential buyer... considering whether to bid for a minority stake in
Armani.’

'Arnault has batted away questions about whether he would soon step down.'

My Score: /10
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5. Answer Key with Explanations

Q1. The passage primarily argues that LVMH is:

Answer: B

The passage stresses that LVMH has over €11bn in free cash flow and is selling underperformers to reinvest in core
brands like Louis Vuitton and Dior — a strategic pivot, not a panic. A is wrong (Trap A: right scope, wrong direction
— the company is healthy, not collapsing). SAT Tip: Watch for extreme words in distractors like ‘collapse,’ 'entirely,’
or ‘forced' — passages rarely support such absolute claims.

Q2. According to the passage, the slowdown at top brands like Louis Vuitton and Dior is most directly
caused by:
Answer: A

The passage explicitly cites the unwinding of the pandemic-era boom and inflation-busting price hikes that
strained aspirational buyers. B is the main trap (Trap C: plausibly true in the real world but not stated in the
passage). SAT Tip: For 'according to the passage' questions, your answer must be directly supported by the text —
even a true real-world claim doesn't count if the passage didn't say it.

Q3. Which choice best states the central idea of the passage?
Answer: C

The passage frames LVMH's pivot from buyer to seller as its core narrative. D is the main trap (Trap B: uses
passage vocabulary — Off-White, Stella McCartney — but in a wrong combination, since those are brands LVMH
sold, not disruptors). SAT Tip: Central-idea questions reward the option that captures the WHOLE passage, not just
one paragraph.

Q4. As used in the passage, 'disposals’ most nearly means:

Answer: B

In a business context, 'disposals’ refers to selling off subsidiaries or assets. A is the obvious trap (Trap B: the
common everyday meaning). SAT Tip: On vocab-in-context items, substitute each option into the sentence — only
'sales of business units' makes the surrounding text about Off-White and DFS make sense.

Q5. As used in the passage, 'depress' most nearly means:

Answer: C

In 'combined to depress demand,' the word means to lower or weaken. A is the trap (Trap B: common emotional
meaning of the word that doesn't fit the economic context). SAT Tip: Economic and scientific passages often use
everyday words in technical ways — always re-anchor on the sentence's actual subject.

Q6. Which statement about LVMH's financial position can most reasonably be inferred from the
passage?
Answer: B

The passage notes free cash flow above €11bn and limited debt, implying LVMH isn't pressured to rush. A is the trap
(Trap A: right topic, opposite direction). SAT Tip: 'Most reasonably inferred' answers are usually moderate in tone
— extreme inferences ('forced,’ 'never," 'within a year') tend to overshoot what the passage supports.
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Q7. The passage suggests that the potential sale of Le Parisien is complicated mainly because:
Answer: C

The passage describes how Vincent Bolloré is 'staunchly rightwing' and a sale could be politically problematic
before the election. A is the trap (Trap B: uses passage facts — Le Parisien is lossmaking — but in the wrong
combination, since the political angle, not profitability, is what makes the deal sensitive). SAT Tip: When two
answers seem partly right, pick the one that addresses the question's specific verb — here, ‘complicated.'

Q8. The author's tone in describing LVMH's strategy is best described as:
Answer: B

The author reports figures, quotes analysts, and weighs trade-offs without cheering or condemning. D is the trap
(Trap C: plausible reading if you skim, but the prose is measured rather than mocking). SAT Tip: Tone questions
reward looking at adjectives and verbs the AUTHOR chose — neutral reporting language signals an analytical tone,
even when the topic itself is dramatic.

Q9. Which inference about LVMH's future strategy is best supported by the passage?
Answer: B

The passage notes LVMH ‘remains in the market as a potential buyer' and is weighing a stake in Armani, even
while disposing of weaker labels. A is the main trap (Trap A: right topic — strategy — but wrong direction). SAT Tip:
When the passage explicitly says a party is 'still’ or 'remains' active, distractors that flatly deny that activity are
almost always wrong.

Q10.Which choice provides the BEST evidence for the answer to the previous question?

Answer: C

Option C directly states LVMH is still a buyer and is eyeing Armani — perfectly supporting the previous answer. A
is the trap (Trap C: a true statement from the passage, but it describes past behaviour, not future strategy). SAT
Tip: On evidence-pairing questions, find the line that supports your prior answer FIRST, then match it to the
option — don't pick based on which quote 'sounds important.'
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