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PARIS LVMH Moët Hennessy Louis Vuitton told a French court on Monday that it believed a Morgan Stanley analyst gave investors biased advice on company, the world's largest luxury-goods maker, because the securities firm advised and favored Gucci Group.

.

The dispute centers on the fairness of Morgan Stanley's equity research. Morgan Stanley was scheduled to present its defense later Monday.

.

LVMH, the maker of Veuve Clicquot Champagne and Dior cosmetics, is seeking E100 million, or $118 million, in damages from Morgan Stanley, the world's second-largest securities firm. It argued that the analyst Claire Kent and her team were biased because Morgan Stanley advises Gucci, the owner of Yves Saint Laurent fashions and the world's No.3 luxury goods group, on takeovers.

"We are not attacking financial analysts in general," Georges Terrier, LVMH's lead lawyer, told the Paris court. "It's about attacking the deceptive conduct of Morgan Stanley."

The chairman of LVMH, Bernard Arnault, battled for two and a half years to buy Gucci in the face of opposition from the company's chief executive, Domenico De Sole.

Gucci, advised by Morgan Stanley, escaped by allying with the French retailer Pinault-Printemps-Redoute. LVMH agreed to sell its stake in September 2001.

Kent, who heads Morgan Stanley's European luxury-goods research team, cut her LVMH recommendation to "neutral" from "outperform" in May 2000, a month when the French company's share price averaged E90.93. The stock peaked at E98.70 in August and then fell by more than a third in a year.

Terrier told the court that he had found 178 errors in Morgan Stanley's analyst reports between March 1999 and the date the court case was filed.

Kent in February was ranked first for a ninth year among European luxury-goods analysts in a poll by Institutional Investor magazine. Morgan Stanley has said it will use such rankings in court to show Kent is recognized by her peers.

The case has no direct link to the $1.4 billion settlement this year by Wall Street investment banks of regulators' complaints about conflicts of interest among Wall Street analysts.

But a finding against Morgan Stanley could open the way to other actions and will be closely watched by brokers, analysts and investors. Morgan Stanley paid $50 million in the settlement but did not admit any transgressions. It also pledged $75 million to an independent research fund. 
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