


Margin improvement expectations cut

(prev. Reduce)

Reduce

152

(prev. 170,00 SEK)

160 SEK

Recommendation

Share price:

Guidance (Unchanged)

No guidance

We believe consumer demand has remained subdued in 
H&M’s Q4 (Sep-Nov), although the strong September should 
support growth. We have lowered our margin assumptions for 
2025 and beyond, prompting us to cut the target price to SEK 
160 (previously 170). We continue to see the share as fairly 
valued and maintain a Reduce recommendation. 

Strong start for Q4 didn’t carry through the quarter, we 
believe

H&M published already in conjunction with its Q3 report that it 
was off to a strong start in Q4 with September sales up 11%. 
After that, we believe the markets have remained more 
subdued, however, and hence the growth in Q4 (Sep-Nov) has 
not been as strong as we earlier expected. We now expect 4% 
growth in local currencies and with a clearly negative FX impact, 
only 1% growth in reported currencies. 

On gross margin, H&M is facing several headwinds in Q4 (as 
reported already earlier) with pricing coming down, markdowns 
increasing and “external factors” ie. cost of the products and 
freight, for example, impacting negatively as well. The soft 
demand in Oct-Nov has most likely kept some pressure on 
pricing also during the quarter. H&M’s own efficiency measures 
are likely to offset some of the negatives, but we see a gross 
margin of 53.1% for Q4, down from 53.7% a year ago. 

In terms of fixed costs, H&M’s earlier efficiency program is 
having its full impact and keeping opex in check. The company 
announced in end-Q4 plans to close its Monki chain, which is 
likely to incur some cost for Q4, which we believe will be of a 
similar magnitude as the closure of Afound in Q3 (200 MSEK). In 
total, we expect opex/sales to remain at last year’s level, with 
moderate top-line growth and efficiencies keeping costs under 
control. H&M will report Q4 in late January. 

10% margin target starting to look more distant

As H&M is again putting more focus on its pricing and driving 
sales, we believe the margin improvement trend will be more 
moderate than previously expected. We expect gross margin to 
remain slightly over 53% in the coming years and top-line 
growth to drive opex/sales lower and hence EBIT margin 
higher. H&M might be hit by new tariffs between the US and 
China, as the US is one of H&M largest markets (some 15% of 
sales), while China accounts around 25% of its sourcing.

We still forecast EBIT margin improving from around 7% in 2024 
to around 9% in 2026, but nevertheless the estimates for 2025-
26 are down 8-12%. On the back of this, we have also lowered 
our long-term EBIT margin assumption to 9%, below H&M’s 
target of 10%. This has led to our DCF value decreasing to SEK 
160. 

Share continues to look fairly valued

H&M’s P/E for 2024 is 22x, while for 2025, the expected margin 
improvement drives the P/E down to 18x. The 2025 multiples 
are well in line with our accepted multiples. The multiples are 
well below the closest peer Inditex, which trades close to 30x 
for 2024. We believe some discount is fair, given Inditex’s better 
sales development. We estimate that H&M’s free cash flow and 
dividend yields will be around 4-5% in the coming years. After a 
larger earnings improvement in 2024-26, driven by the 
increasing margin, we expect a steady sales/earnings growth of 
5% in the medium term. Our DCF value is in line with our target 
and close to the current share price. Therefore, overall, we see 
the share as quite fairly valued. 
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o Very strong brand and market presence in 
fashion retail

o Potential to grow in emerging markets and 
increase market share

o Margin improvement towards 10% EBIT-margin 
target

o Portfolio chains / ventures could create value in 
the mid-/long-term

o

o The fashion industry is fiercely competed and 
somewhat cyclical in nature

o H&M's track record from the past decade is 
poor and a "normal" margin level is uncertain

o Increased regulation could have a negative 
impact

o Reputational risk for H&M

o Change in consumer preferences away from 
fast fashion

o
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More moderate assumptions on the margin improvement trend
Q4 estimates slightly down

H&M announced already in conjunction with its Q3 report 
that it was off to a strong start in Q4 with September sales 
up 11%. After that, we believe the markets have remained 
more subdued, however, and hence the growth in Q4 (Sep-
Nov) has not been as strong as we earlier expected. We 
now expect 4% growth in local currencies and with a 
clearly negative FX impact, only 1% growth in reported 
currencies. 

On the gross margin H&M is facing several headwinds in 
Q4 (as reported already earlier) with pricing coming down, 
markdowns increasing and “external factors” ie. cost of the 
products and freight, for example, impacting negatively as 
well. The soft demand in Oct-Nov has most likely kept 
some pressure on pricing also during the quarter. H&M’s 
own efficiency measures are likely to offset some of the 
negatives, but we see a gross margin of 53.1% for Q4, 
down from 53.7% a year ago. 

On the fixed costs, H&M’s earlier efficiency program is 
having its full impact and keeping opex in check. The 
company announced in end-Q4 plans to close its Monki 
chain, which is likely to incur some cost for Q4, which we 
believe will be of a similar magnitude as the closure of 
Afound in Q3 (200 MSEK). In total, we expect opex/sales to 
remain at last year’s level with moderate topline growth 
and efficiencies keeping costs under control. 

The lower sales estimate and some fine-tuning in the cost 
estimates lead to 3% lower earnings expectations for 2024. 

Margin curve further down for 2025-26

As H&M is again putting more focus on its pricing and 
driving sales, we believe the margin improvement trend 
will be more moderate than previously expected. We 
expect gross margin to remain slightly over 53% in the 
coming years and top-line growth to drive opex/sales lower 
and hence EBIT margin higher. H&M might be hit by new 

tariffs between the US and China, as the US is one of H&M 
largest markets (some 15% of sales), while China accounts 
around 25% of its sourcing.

We still forecast EBIT margin improving from around 7% in 
2024 to around 9% in 2026, but nevertheless the 
estimates are down. On the back of this, we have also 
lowered our long-term EBIT margin assumption to 9%, 
below H&M’s target of 10%. This has led to our DCF value 
decreasing to SEK 160. 
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Valuation
Valuation summary - Reduce

We forecast earnings growth in 2024 as margins continue 
to improve. We expect H&M to distribute most of its 
earnings and free cash flow as dividends, resulting in a 
dividend yield of 4-5%. The multiples are currently at the 
high end of our acceptable range and the share is around 
the levels of our DCF value. We therefore see little upside 
on a 12-month horizon. 

Acceptable absolute multiples in 2024-25

H&M’s valuation multiples for 2024 are fairly high with a P/E 
of 22x. H&M is, however, showing an ongoing margin 
recovery (even if it has been slower than expected), which 
we expect to stretch out to 2025-26. The headline 
multiples for 2025 are P/E 18x and EV/EBIT 15x, which look 
fair or even modest. Adjusted for lease liabilities, EV/EBIT is 
some 14x and P/E adjusted for net cash excl. IFRS 16 is 18x. 
Given the continued growth potential and high returns on 
capital, which we see in the company, these are in line with 
our range of acceptable multiples. As we expect further 
margin improvement in 2026, the multiples start to look 
more attractive. Obviously, they require the expected 
margin improvement to materialize, which has disappointed 
in recent quarters.

Looking from 2026 onwards, when we expect stable 
growth and profitability going forward, we believe H&M’s 
acceptable P/E is 15-20x and EV/EBIT with reported figures 
is 13-15x. Our estimate of H&M’s sustainable free cash flow 
in 2025-26 is 10-11 BNSEK, which implies a free cash flow 
yield of around 4%. 

Valuation compared to the peer group

All retail chains have significant lease liabilities, which 
muddle the EV-based valuation. Thus, we look mainly at the 
P/E ratios of the peer group. The peer group’s median P/E 
is 24x for 2024, slightly higher than H&M’s 22x, and 20x for 
2025, also higher than H&M’s 18x. The values for the peer 
group vary broadly from around 15x to over 40x. Hence, the 
peer group median is somewhat dependent on which 
companies one chooses to include in the group, given that 
there are also other potential peers in the fashion industry. 
H&M’s closest peer Inditex is valued at P/E ~30x for 2024 
and 26x for 2025, i.e., clearly higher than H&M. Inditex has, 
however, also been growing faster than H&M for some 
years already. Compared to peers, we see H&M’s valuation 
as fair. 

DCF suggests current price is fair

We expect steady growth and margins during 2026-2032. 
In the terminal period, we expect the EBIT margin to remain 
largely flat at around 9.0% (previously 9.5%) while our 
terminal growth rate assumption is 3%. We estimate the 
cost of equity and WACC (due to no financial debt) for H&M 
to be 8.0%, which is fairly low given the company’s strong 
and wide market presence and strong global brand. 

With these assumptions, our DCF model arrives at an EV 
and equity value of around 260 BNSEK, which translates to 
around SEK 160 per share. This is in line with our target 
price and close to the current share price, suggesting that 
the share is fairly valued. 
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Valuation table
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Peer group valuation

8



Income statement
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Balance sheet
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The information presented in Inderes reports is obtained from several different 
public sources that Inderes considers to be reliable. Inderes aims to use reliable 
and comprehensive information, but Inderes does not guarantee the accuracy of 
the presented information.  Any opinions, estimates and forecasts represent the 
views of the authors. Inderes is not responsible for the content or accuracy of the 
presented information. Inderes and its employees are also not responsible for the 
financial outcomes of investment decisions made based on the reports or any 
direct or indirect damage caused by the use of the information.  The information 
used in producing the reports may change quickly. Inderes makes no 
commitment to announcing any potential changes to the presented information 
and opinions.  

The reports produced by Inderes are intended for informational use only. The 
reports should not be construed as offers or advice to buy, sell or subscribe 
investment products. Customers should also understand that past performance is 
not a guarantee of future results. When making investment decisions, customers 
must base their decisions on their own research and their estimates of the factors 
that influence the value of the investment and take into account their objectives 
and financial position and use advisors as necessary. Customers are responsible 
for their investment decisions and their financial outcomes.  

Reports produced by Inderes may not be edited, copied or made available to 
others in their entirety, or in part, without Inderes’ written consent. No part of this 
report, or the report as a whole, shall be transferred or shared in any form to the 
United States, Canada or Japan or the citizens of the aforementioned countries. 
The legislation of other countries may also lay down restrictions pertaining to the 
distribution of the information contained in this report. Any individuals who may 
be subject to such restrictions must take said restrictions into account.

Inderes issues target prices for the shares it follows.  The recommendation 
methodology used by Inderes is based on the share’s 12-month expected total 
shareholder return (including the share price and dividends) and takes into 
account Inderes’ view of the risk associated with the expected returns.   The 
recommendation policy consists of four tiers: Sell, Reduce, Accumulate and Buy.  
As a rule, Inderes’ investment recommendations and target prices are reviewed at 
least 2–4 times per year in connection with the companies’ interim reports, but 
the recommendations and target prices may also be changed at other times 
depending on the market conditions. The issued recommendations and target 
prices do not guarantee that the share price will develop in line with the estimate. 
Inderes primarily uses the following valuation methods in determining target 
prices and recommendations: Cash flow analysis (DCF), valuation multiples, peer 
group analysis and sum of parts analysis. The valuation methods and target price 
criteria used are always company-specific and they may vary significantly 
depending on the company and (or) industry.

Inderes’ recommendation policy is based on the following distribution relative to 
the 12-month risk-adjusted expected total shareholder return. 

Buy The 12-month risk-adjusted expected shareholder return of 
the share is very attractive

Accumulate The 12-month risk-adjusted expected shareholder return of 
the share is attractive

Reduce The 12-month risk-adjusted expected shareholder return of 
the share is weak

Sell The 12-month risk-adjusted expected shareholder return of 
the share is very weak

The assessment of the 12-month risk-adjusted expected total shareholder return 
based on the above-mentioned definitions is company-specific and subjective. 
Consequently, similar 12-month expected total shareholder returns between 
different shares may result in different recommendations, and the 
recommendations and 12-month expected total shareholder returns between 
different shares should not be compared with each other. The counterpart of the 
expected total shareholder return is Inderes’ view of the risk taken by the 
investor, which varies considerably between companies and scenarios. Thus, a 
high expected total shareholder return does not necessarily lead to positive 
performance when the risks are exceptionally high and, correspondingly, a low 
expected total shareholder return does not necessarily lead to a negative 
recommendation if Inderes considers the risks to be moderate. 

The analysts who produce Inderes’ research and Inderes employees cannot have 
1) shareholdings that exceed the threshold of significant financial gain or 2) 
shareholdings exceeding 1% in any company subject to Inderes’ research 
activities. Inderes Oyj can only own shares in the target companies it follows to 
the extent shown in the company’s model portfolio investing real funds. All of
Inderes Oyj’s shareholdings are presented in itemised form in the model portfolio. 
Inderes Oyj does not have other shareholdings in the target companies analysed.  
The remuneration of the analysts who produce the analysis are not directly or 
indirectly linked to the issued recommendation or views. Inderes Oyj does not 
have investment bank operations.

Inderes or its partners whose customer relationships may have a financial impact 
on Inderes may, in their business operations, seek assignments with various 
issuers with respect to services provided by Inderes or its partners. Thus, Inderes 
may be in a direct or indirect contractual relationship with an issuer that is the 
subject of research activities. Inderes and its partners may provide investor 
relations services to issuers. The aim of such services is to improve 
communication between the company and the capital markets. These services 
include the organisation of investor events, advisory services related to investor 
relations and the production of investor research reports. 

More information about research disclaimers can be found at 
www.inderes.fi/research-disclaimer.
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