
Analysis Report: CULTI Milano S.p.A.
(CULT.MI)

Executive Summary

CULTI Milano S.p.A. represents an attractive investment opportunity in the luxury home
fragrance segment, with significant upside potential through the end of 2025. The
company, currently trading at €13.80, shows substantial undervaluation compared to
our target price of €20.00, implying a 45% upside potential.

Fundamental analysis reveals a financially sound company, with a net cash position and
valuation multiples significantly lower than those of the personal luxury goods sector.
Technical analysis confirms a recent uptrend with potential to continue, supported by
positive technical indicators and accumulation patterns.

We recommend a BUY position with a time horizon until the end of 2025, with a
staggered entry strategy taking advantage of potential technical pullbacks.

Company and Sector Analysis

Company Profile

CULTI Milano S.p.A. is an Italian company specializing in luxury home fragrances,
founded in 1990 by Alessandro Agrati. Its flagship product is rattan stick diffusers,
complemented by a range that includes scented candles, sprays, personal products, and
olfactory branding services for businesses.

With a market capitalization of €42.72 million and 61 employees, CULTI Milano operates
in the premium segment of the market, competing with brands such as Diptyque, Jo
Malone, and Dr. Vranjes. Its main shareholder is Intek Group SpA, a holding company
diversified in industrial, financial, and service sectors, which controls approximately 89%
of the capital, leaving a limited free float of 10.89%.



Sector Context

The global fragrance and perfume market is experiencing solid growth, with a projected
CAGR of 6.34% until 2028, when it will reach $84.02 billion according to Mordor
Intelligence. This growth is driven by:

Increasing demand for luxury products, especially in emerging markets
Growing interest in home fragrances as an element of wellness and decoration
Expansion of e-commerce, which facilitates access to premium brands
Trend towards products with natural and sustainable ingredients

The Asia-Pacific region is emerging as the fastest-growing market, offering significant
expansion opportunities, while Europe remains the largest market in terms of value.

Financial Analysis

Key Indicators

Revenue: Projection of €25.6M for 2025 and €28.5M for 2026 (+11.3%)
Net Profit: Estimate of €3.3M for 2025 and €3.7M for 2026 (+12.1%)
Net Margin: Approximately 12.9%, above the sector average
Net Debt: Net cash position of €2.7M in 2025, improving to €6.1M in 2026
Dividend: Yield of 0.72%, modest but sustainable

Comparative Valuation

CULTI Milano trades at multiples significantly lower than those of the personal luxury
goods sector:

P/E: 9.07x vs. ~25x for the sector (64% discount)
EV/Sales 2025: 1.36x vs. ~3.5x for the sector (61% discount)

Even applying a 40% discount for reduced size and liquidity, the stock shows substantial
undervaluation.

SWOT Analysis

Strengths

Premium positioning with above-average sector margins
Diversification of products and geographic markets
Financial strength with net cash position
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Attractive valuation compared to the sector

Weaknesses

Limited size compared to competitors backed by large groups
Low free float that limits liquidity
Relative dependence on the Italian market
Brand recognition lower than key competitors

Opportunities

Expansion in Asia-Pacific, the highest growth region
Development of natural product lines, a growing trend
Growth in e-commerce with lower expansion costs
Fragrance personalization, a high-margin segment

Threats

Intensifying competition in an attractive sector
Risk of counterfeits that damage brand image
Sensitivity to economic cycles due to its luxury product nature
Possible regulatory pressures on chemical ingredients

Valuation and Target Price

Our valuation combines two methodologies:

Comparable Multiples: Applying a target P/E of 15x (with a 40% discount to the
sector) to the EPS of €1.47, we obtain a price of €22.05.

Discounted Cash Flow (DCF):

Revenue growth aligned with the sector (CAGR 6.34%)
Stable net margin around 12.9%
WACC of 10% (including premium for size and liquidity)
Terminal growth of 2%

This method suggests a value of €19.50 per share.

Weighting both methods, with greater weight to DCF due to limited direct comparability,
we establish a target price of €20.00, which implies a 45% upside potential from the
current price of €13.80.
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Technical Analysis

Technical analysis supports the fundamental investment thesis:

Trend: Bullish since mid-April 2025, with support at €11.00-11.50
Indicators: RSI at 65 (positive momentum), MACD with positive divergence
Key Levels: Support at €12.00-12.50, resistance at €14.00-14.50
Projection: Potential to reach €19.50-20.00 by the end of 2025

The combination of a recent bullish trend, positive technical indicators, and an
accumulation pattern suggests that the price could continue its upward trajectory
towards fundamental valuation levels.

Potential Catalysts

International Expansion: Accelerated penetration in Asian markets
Product Innovation: Launch of natural or personalized lines
Margin Improvement: Economies of scale and operational optimization
Acquisitions: Possible integration of complementary brands
Increase in Free Float: Potential improvement in liquidity

Main Risks

Shareholder Concentration: Low free float limits liquidity
Competition: Pressure from brands backed by large conglomerates
Geographic Dependence: Significant exposure to the Italian market
Execution: Risks in international expansion
Economic Cycle: Sensitivity to recessions due to its premium nature

Investment Recommendation

BUY with a target price of €20.00 (potential +45%) and time horizon until the end of
2025.

Entry Strategy

We recommend a staggered entry strategy: - 50% of the position at current levels
(€13.80) - 50% on possible pullbacks towards €13.00-13.20
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Risk Management

Stop loss below €12.00 (-13% from current levels)
Thesis review if technical support at €11.50 is broken

Price Targets

First target: €16.00 (+16%)
Final target: €20.00 (+45%)

Conclusion

CULTI Milano S.p.A. represents an attractive investment opportunity in the luxury home
fragrance segment, with a favorable combination of attractive fundamental valuation,
positive technical trend, and exposure to a growing sector.

The significant undervaluation compared to its peers in the luxury sector, along with its
financial strength and potential for international expansion, offers a favorable risk-
reward profile for investors with a time horizon until the end of 2025.

We recommend a BUY position with a staggered entry strategy and active risk
management, with a target price of €20.00 that implies a 45% upside potential from
current levels.

Analyst: Fundsberg.net

Sources: TradingView, Investing.com, MarketScreener, Mordor Intelligence, Informes de
Expertos
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