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EssilorLuxottica (EL) was formed 
in 2018 through the merger of the 
two biggest players in the industry, 
Essilor and Luxottica. The Group’s 
scale is unrivalled and almost 3x the 
size of the 2nd largest competitor, 
Alcon. Most peers focus on either 
lenses or framing or retailing 
whereas EL covers them all. From 
early on, Luxotttica’s founder, 
Leonardo Del Vecchio, recognised 
the importance of vertical integration 

as the cornerstone of the company’s growth strategy. Why 
is this important? Put simply, reducing costs wherever it 
makes sense not to out-source allows a company to enjoy 
higher margins and consequently profits with increased 
control over its operations. Last year, EL manufactured 106 
million branded frames, 550 million prescription lenses and 
70 million plano sun lenses. Over 40% of frames are still 
produced in Italy, followed closely by China (40%) with 
the US a distant third (11%). However, regardless of where 
manufacturing takes place, the approach to production is 
the same. Craftmanship, tradition, excellence, innovation, 
quality, speed, automation, and sustainability are all qualities 
associated with EL. Luxury frames are made in Italy whilst 
popular brands like Ray-Ban and Oakley’s non-prescriptive 
or blank lenses are produced in low-cost countries where the 
expensive moulds can churn out high volume with lower 
labour costs and higher automation, to maximise margins. 
Over 800 logistics centres, required to deliver to 18,000 retail 
outlets, are currently being streamlined. An example is the 

UK where there were 25 distribution points, reduced to 14 in 
2023 with an ultimate target of 4. Management is targeting 
margins of 19-20% by 2026 (from 13% currently) and is 

INTUITION
26 JANUARY 2024

EssilorLuxottica - Keeping an eye on the future

SPEED READ
 � $411 billion per year is lost in global 

productivity due to untreated vision 
impairment (WHO).

 � 33.9% of the global population are myopic 
(short-sighted) according to the Johnson and 
Johnson Vision report. This is forecast to rise to 
50% by 2050 unless addressed.

 � Our eyes are vital to learning and our individual 
progress, given that 80% of what we learn is 
processed through our eyes and vision accounts 
for two-thirds of the electrical activity of the 
brain.

 � It is estimated that in 2024, 85% of sales in the 
eyewear market will be attributed to non-
luxury (Statista).

 � EssilorLuxottica has patented its “Stellest” 
lenses which slow down myopia progression by 
67% on average when worn for more than 12 
hours a day every day.

 � “Ray-Ban Meta” have incorporated the iconic 
glasses with built-in cameras, open-ear audio, 
AI-powered solutions and the ability to 
livestream and take calls hands-free.

Vision is the most dominant of the human senses, playing a critical role in every stage of our lives. The first 
eyeglasses were created in Italy in the 1200s. The Industrial Revolution marked the turning point in the 
history of glasses, thanks to mass production and the consequent drop in prices leading to affordability 
and increased adoption. Over the 20th century, the line between function and fashion became blurred 
as movie stars – such as Buddy Holly, John Lennon, Clark Kent, Elton John and Lady Gaga - set new 
trends each decade, spurring sales. Today, every computer, tv and mobile device sold daily increases 
screen time and repetitive strain on our eyes. Now, a new driver in eyecare and eyewear demand is 
emerging, Myopia. EssilorLuxottica is a leading designer, manufacturer and global distributor of top-
quality eyecare and eyewear products, home to brands including Ray-Ban, Oakley, Arnette, Sunglass 
Hut and LensCrafters. The company is well-placed to continue to grow profits as it plays a leading role 
in addressing emerging global health risks whilst maximizing its vertically integrated manufacturing 
capabilities and remaining a leader in its world-renowned ‘eyecare meets fashion’ brands.
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confident that they remain on track to deliver, thanks in part 
to their vertical integration strategy.

Inventory management has become crucial in protecting 
margins, especially given the supply-chain shock post the 
COVID-19 pandemic. The current disruptions to both the 
Suez and Panama Canals are impacting consumer-related 
goods but savvy management teams that have prioritised 
distribution have the opportunity to outperform their peers 
on both cost and increased loyalty. Near-shoring is also rising 
as western companies diversify away from being over-reliant 
on China. EL has recently opened a new manufacturing 
centre in Mexico to support its largest market, North America 
(46% of sales), whilst providing back-up across the Atlantic 

routes to its European and African markets (37% of sales). 
This foresight could prove crucial if the geopolitical situation 
deteriorates further.

Our eyes are vital to learning and fulfilling our potential. 
According to the Journal of Behavioral Optometry, 80% of 
what we learn is processed through our eyes. Furthermore, 
our brains rely so much on our eyes that vision accounts for 
two-thirds of the electrical activity of the brain. With this 
said, the cost of untreated vision impairment to global GDP 
is $411 billion per year in lost productivity. As always, risks 
create opportunities and, in this case, the eyewear sector 
stands out. Myopia (short-sightedness) is one of the largest 
causes of poor eyesight globally. The Johnson & Johnson-
sponsored 2020 Vision report revealed that 33.9% of humans 
suffer from myopia. Why? Part of the answer comes down 
to being genetically pre-disposed to poor eyesight. An 
example is Nigeria, where half the population are thought 
to need corrective eyewear. However, urbanization is seen 
as the main structural driver. Why? Most urbanized people 
live predominantly in LED-lit houses, deprived of natural 
sunlight, a key factor in allowing eyes to develop. Nature 
didn’t intend for the human eye to be exposed to 8 hours a 
day of staring at computer screens, bingeing on video games 
and Netflix, or on handheld devices. In the 1950s, between 
10% and 20% of Chinese people were short-sighted. Today, 
it is a well-known fact that up to 90% of teenagers and young 
adults suffer from myopia. 

In 2020, EssilorLuxottica announced its collaboration with 
Myopia Profile, the premier international platform for myopia 
management. Myopia control lenses are one of the biggest 
growth topics amongst eye care practitioners across digital 
platforms. The innovative Essilor Stellest lens, using its 
patented H.A.L.T (Highly Aspherical Lenslet Technology), 
is a new generation of spectacle lens solutions that slows the 
progression of myopia in children. Results from a two-year 
trial have shown that the lens slows down myopia progression 
by 67% on average when worn more than 12 hours a day 
every day - a huge breakthrough in the global fight against 
this condition. Consequently, Stellest sales doubled in China 
over the first half of last year and surpassed the target of 1 
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North America remains Essilor Luxottica’s top region by sales 
but markets like China and India are starting to accelerate as 
the demand for innovative fashion merges with the demands 
for health-related products.

“Almost 50 years ago, EssilorLuxottica 
removed the stigma of wearing 

prescription glasses by turning a 
necessary medical device into an iconic 

fashion accessory. Since then, the 
company has reimagined what a pair of 

glasses can do for the person who wears 
them.” (CEO & Chairman - Francesco 

Milleri)
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Global like-for-like duty-free sales have recovered to 130% 
of 2019 levels, a positive sign for luxury goods companies 
generally, including EssilorLuxottica..
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million lenses within 3 months, with an average retail price 
of €400. Aiming to also provide more affordable solutions, 
a collaboration with CooperVision is underway to launch 
a 2nd myopia control lens, priced at around €175. That is 
great news for a country like India where Deloitte predicts 
significant growth in the eyewear market, currently valued at 
$7.4 billion, but estimated to reach $13.6 billion in 2025. The 
early success of Stellest will boost confidence in the potential 
of a multi-decade tailwind to profits as countries accelerate 
the roll-out of funding to mitigate myopia globally.

Innovation and fashion have always been core to EL’s 
growth strategy. Luxottica’s acquisition of a patent for a 
flexible hinge, in 1981, was a tipping point for the company. 
The hinge did wonders to improve the functionality and 
durability of traditional frames as it allowed the temples 
to adapt to the dimensions of the face. “Eyeglasses,” once 
perceived as mere sight-correcting instruments, started to 
evolve into “Eyewear” with the continued focus on aesthetics 
and fashion. The company also has a successful track record 
of growth via acquisition. In 1929, the US Air Corps pilots 
were distracted by goggles that fogged up and couldn’t cope 
with the high intensity of ultra-violet hues at high altitudes. 
This is where the name “Ray-Ban” was derived from. In 
1999, Luxottica acquired Ray-Ban from Bausch & Lomb, to 
increase its US market share.  The ‘Aviator’ line was made 

famous by Tom Cruise’s character, Maverick, in Top Gun 
and remains a top seller globally. Last year the company 
announced its expansion into the hearing solutions market. 
Using in-house R&D resources and enabled by its 100% 
acquisition of Israeli startup Nuance, the Group will introduce 
a new breakthrough hearing technology to benefit the 1.25 
billion consumers suffering from mild to moderate hearing 
loss in 2024. The glasses feature microphones, speakers and 
algorithms to amplify speech but the technology is hidden 
in the frame. EL anticipates that the design will eliminate 
the “psychological barrier” that can stop people from 
using hearing aids. The company’s focus on the future, yet 
maintaining the high quality craftmanship of the past, will 
spur its growth trajectory.

EL falls firmly within the global luxury sector, which includes 
companies such as Richemont and LVMH. Yet, whilst there 
is certainly a luxury element within designer frames, EL is 
underpinned by a solid, fundamental need – namely good 
eyesight. This underpins the long-term growth story as 
the global population continues to urbanise and get more 
wealthy. Whilst EL may experience some short-term margin 
pressure due to global input cost pressures and adverse 
currency movements when it reports results next month, it is 
well placed to benefit from the structural tailwinds discussed 
above.

This chart illustrates Essilor Luxottica’s most notable mergers, acquisitions and licensing agreements over the past 35 years.



Our schedule for 2024 will be published early in due 
course.

The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty) 
Ltd, Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known 
as the Harvard House Group), do not warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as 
of the date hereof and are subject to change without notice. Past performance is not indicative of future results. This material is not intended 
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should 
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For more information on the range of products and services 
offered by Harvard House Investment Management and its 
associated companies (including Harvard House, Chartered 
Accountants), or for any financial advice, please contact the 
Company at:

HARVARD HOUSE GROUP
G 3 Harvard Street, Howick, 3290, South Africa

+ P.O. Box 235, Howick, 3290, South Africa

( +27 (0) 33 330 2164

7 +27 (0) 33 330 2617

@ admin@hhgroup.co.za

W www.hhgroup.co.za

CONTACT DETAILS:

Topic: To Be Announced

Natal Midlands
Date: TBC
Venue: Oasis Conference Centre,

72 Main Road, Howick
Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

Johannesburg
Date: TBC
Venue: Rosebank Union Church, Cnr 

William Nichol and St Andrews 
Road, Hurlingham

Time: 7am for 7.30am

Harvard House is on Facebook

Harvard House is on YouTube

Cape Town
Date: TBC
Venue: ABRU Motor Studio, Lourensford 

Wine Estate, Somerset West
Time: 5.30pm for 6pm

https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A
https://www.facebook.com/HarvardHouseSouthAfrica
https://www.youtube.com/channel/UCMmM_c5RjK5P-IdRN3JOh7A

