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This report is part of a joint equity research
report on Nike, Inc. (hereinafter referred to as
"Nike"). It assesses Nike’s fair value amidst a
transforming market, considering growing
competition and shifting consumer behaviour.
As a leading sportswear company, Nike
leverages its strong brand to facilitate direct
consumer engagement. Nike's growth
strategy and continual return on capital are
reflected in the valuation, which applies a
discounted cash flow methodology. The
supplementary incorporation of the relative
valuation methodology, CCA, results in a
combined target share price of $93.01 for
December 31%, 2024. Besides the anticipated
dividend is $1.34. This "HOLD"
recommendation indicates a modest upside
potential of 1.75% compared to the current
share price of $92.72, providing stability
thanks to Nike's robust brand presence and
effective management.

Equity Research, Valuation, Sportswear
Industry, Financial Forecast



This work used infrastructure and resources funded by Fundagdo para a Ciéncia e a
Tecnologia (UID/EC0O/00124/2013, UID/EC0/00124/2019 and Social Sciences Datal ab,
Project 22209), POR Lisboa (LISBOA-01-0145-FEDER-007722 and Social Sciences
Datalab, Project 22209) and POR Norte (Social Sciences Datal.ab, Project 22209).



This report is part of the joint report (annexed), developed by Moritz Constantin Feklist
(53162) and Alexandru Eugen Chitu (54162) and should be read as an integral part of it.



Table of Contents

INTRODUGCTION ..ttt et e et e st e e e e et st s e s e e eeenaennas 6
INDUSTRY ANA LY SIS o ittt e e e e e aanas 6
MARCOECONOMIC SITUATION ....uttiiiiteieeiitreee s srteeseetteessssveeessbtessssssessssasessssssseeeas 6
SPORTSWEAR MARKET ANALYSIS .oiiiicitiieiittie s ettee ettt stte e e s ervee e s ssbae s s snaeeessnneas 7

E B (o) 1Y ¢ L=T 4 (o= 8

B EMEA . .. e aan e 9

B Greater ChiNG........occeie ettt 9

B AP LA e 10

MARKET MEGATRENDS ....cttiieiitiieesetteeeseteteesstteeessstesssessssesissesesssssssssssesessssens 11
COMPETITIVE LANDSCAPE. ... .uvtiiiiieiiiiiitiitt e e e e estiat e e e e s s e sbiat s e e s s s s sabbeaeeesssssanres 12

VA LU AT ION et e et e et e et e e e e aeens 15
COMPARABLE COMPANY ANALYSIS (CCA) ..oiiiiiiieecr et 15

PRICE TARGET SENSITIVITY wutttititieiiiiiiiiiiiee s ssiiiisreseeessssissiesssesssssssssssssesssssnnes 17

ESG PERFORMANCE AND RISK ASSESSMENT ... 18
RECOMMENDATION ..ttt e e et a e eaas 20

APPENDIX ..o 20



Real GDP development p.a.
5.4%

2.9% 3.2% 3.1% 3.1% 3.2%

change in real

GDP

2019 2080 2021 2022 2023 2024 2025

Annual %

-4.9%

Figure 1: Real GDP development p.a. — Source: IMF
2024, own analysis

Introduction

This analysis is part of a joint equity research report assessing Nike's stock value
as of December 31st, 2024. Nike is a globally recognized US corporation,
specialised in designing, developing, and marketing athletic footwear,
apparel, and equipment. The report is structured to provide a comprehensive

recommendation based on a detailed equity research analysis.

The report begins with a concise overview of Nike, highlighting its three major
product divisions: footwear, apparel, and equipment. In FY23, footwear accounted
for 68% of global sales, apparel for 28%, and equipment for 4%. Geographical
sales distribution was 44% in the US, 28% in EMEA, 15% in Greater China, and
13% in APLA. Following this, the industry analysis delves into the macroeconomic
environment, the sportswear market, and Nike's position within the sportswear
market. The report further evaluates Nike's operations across different regions and
examines the competitive landscape using Porter's Five Forces and SWOT
analysis. Next, Nike's historical financial performance is reviewed, followed by
forecasts of key financial metrics including the core business value drivers. The
financial forecast underpins a valuation conducted using the DCF method,
supplemented by the CCA method to ensure a robust target share price.
Eventually, the report covers Nike's ESG performance and associated risks,
concluding with a HOLD recommendation for Nike shares.

The subsequent report part contributes great value to the overall Equity Research,
as it provides the detailed basis for determining the value drivers in the sportswear
market, it contains the results of the CCA including price sensitivity and assesses
Nike's approach to ESG. The appendix contains the full joint report, serving as the

foundation for this individual segment.

Industry Analysis

Marcoeconomic Situation

The COVID-19 pandemic caused a global GDP collapse in 2020, followed by a
rebound in 2021. GDP growth fell again in 2022, particularly in advanced
economies. The IMF forecasts continued slow growth worldwide, with real GDP
projected at 3.10% in 2024 and 3.20% in 2025. Particularly interesting for Nike, the
US is expected to see below-average real GDP growth of 2.10% in 2024 and
1.70% in 2025. While the eurozone is lagging well behind, developing economies
such as China and Middle Eastern nations stand out with real GDP figures of above
4% in 2025 and beyond (IMF, 2024).

The escalating crude oil prices, exacerbated by the Ukraine conflict and lingering
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Global sportswear market size
is projected to reach 543.98
$bn by 2028, growing at a
robust CAGR of 6.58%

COVID-19 effects, have significantly impacted Nike's margin performance,
especially since oil is a critical base material to produce plastics and fuel to source
Nike's global supply chain. From 2020 to 2024, oil prices doubled, peaking at over
$100 per barrel in 2022 when the war began (IEA, 2024). Although prices have
recently declined, the potential for future increases remains amid geopolitical

tensions in Ukraine. Experts disagree on how long this conflict will last.

Moreover, political relations between the US and China are tense and the Middle
East is at risk of destabilization due to the conflict between Israel and neighbouring
countries. Both can lead to further restrictions in global trade, such as customs
duties or the insecurity of transport routes, and pose a major risk for a globally
operating firm. Regarding the procurement of raw materials, we expect purchase
prices to remain stable in the medium term; only the oil price is volatile due to
mentioned outside influences. Nike’s footwear manufacturing heavily relies on
materials like rubber, plastics, foam, leather, and synthetic fibres, with most
production based in Vietnam (50%), Indonesia (27%), and China (18%). Instead,
the apparel product division, which predominantly uses natural and synthetic
fabrics (cotton, polyester, etc.), operates in Vietnam (29%), China (18%), and
Cambodia (16%). The surge in procurement and transportation costs due to these
factors led to a 15% increase in Nike's cost of goods sold, rising from 25.2 $bn in
2022 to 28.9 $bn in FY23. As these costs are largely borne by contract
manufacturers (CMs), it poses a considerable risk to Nike’s margins. The company
might have to absorb part of these costs or pass them on to consumers through
price hikes. To mitigate some internal costs, Nike announced plans to reduce its
workforce by ~2% (around 1,600 employees) in early 2024 (Bloomberg, 2024).

Sportswear Market Analysis

In 2023 the worldwide sportswear market is worth 395.54 $bn which is divided into
the athletic apparel (230.86 $bn) and athletic footwear (164.68 $bn) main sub-
segments. To be precise the “sportswear” under analysis encompasses apparel
and footwear for sports activities and athletic performance as well as leisurewear
inspired by sports fashion. It includes a variety of products such as activewear,
sports shoes, and accessories that fulfil both, performance, and lifestyle needs,
driven by trends in fitness, health, and athleisure fashion. This market is projected
to expand at a five-year CAGR of 6.58% from 2023 to 2028, culminating in a
total value of 543.98 $bn in 2028. The regional market developments are detailed
in figure 5. Based on the ramp-up projected by Euromonitor Int., the distribution of
individual regions' shares of the overall market will remain largely stable until 2028,
with only Greater China increasing its share by around 3% from 2023 to 2028

(Euromonitor International, 2024).



North America generates
Nike's highest sales (42%) and
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The subsequent section is divided into Nike's business segment regions and
organized according to Nike’s highest share of revenue in FY23. We first look at
the specific macroeconomic conditions of the sportswear market within the region
to then assess the significance per region for Nike. Therefore, as mentioned in the
business segment chapter, we take a closer look at Nike's performance across

product categories and distribution channels.
= North America

In North America, the sportswear market is valued at 157.85 $bn in 2023 and is
projected to grow at a CAGR of 5.62% over the next five years, reaching 207.51
$bn by 2028. This growth is below average compared to the overall market,
resulting in a relative contraction of North America to ~38% (figure 5). Economic
conditions show moderate real GDP growth in the US and Canada, with inflation
rates that peaked at ~8% in 2022 and have reduced to above 4% in 2023; they are
anticipated to stabilize at 2.10% by 2028. In this competitive landscape, Nike holds
the leading position in the US sportswear market with an 18.10% share in 2023,
achieving a growth CAGR of 1.62% since 2018, while Adidas has seen a decline

to 4.90%. (Euromonitor International, 2024).

North America is the key market for Nike with 42% revenue share, amounting to
21.61 $bn in 2023. Concerning product segment revenues, footwear accounted to
14.90 $bn (69%), apparel to 5.95 $bn (28%), and equipment to 0.76 $bn (4%).
Regarding revenue sources, in 2023 48% came from the Nike Direct channel,
meaning that absolute sales more than doubled from 5.03 $bn (2019) to 10.34 $bn.
Wholesaler customer sales accounted for the remaining 52% (2023). The Nike
Direct channel is divided in 213 factory stores, 74 in-line stores and various digital
platforms, the latter driving 23% revenue growth in the digital business (vs. 2022).
Ultimately, the EBIT margin has returned to pre-COVID-19 levels at 25% in 2023.
After a collapse to 20% (2020) and a significant rebound to 30% (2021) and 28%
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Although China is expected to
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(2022), both the initial uncertainty and the increased willingness of consumers to

invest in sports during COVID-19 have normalized.
= EMEA

In the EMEA region, the sportswear market is valued at 104.63 $bn in 2023 and
is expected to grow at a CAGR of 5.27%, reaching 135.26 $bn by 2028. This
growth is below average compared to the overall market, resulting in a relative
contraction of EMEA to ~25% (figure 5). Economic growth varies significantly
within the region: modest GDP growth is anticipated in Western Europe at 0.90%
(2024) and 1.70% (2025), while emerging European markets see slightly better
growth rates of 2.80% (2024) and 2.50% (2025). In contrast, MEA is projected to
experience more robust growth, exceeding 4% by 2050. Inflation, having peaked
at ~14% in Europe in 2022 and currently above 9%, is expected to fall to below 4%
by 2028. In EMEA, inflation peaked at 16.44% in 2023 and is anticipated to
decrease to below 7% by 2028. Nike ranks first across EMEA sportswear market,
with a market share of 18.40% in MEA, 17.90% in Western Europe, and 10.50%
in Eastern Europe. Since 2018, Nike's market share across EMEA has grown at a
weighted average CAGR of 2.43%, reflecting the relative market sizes of the three

subregions.

EMEA is the second largest market for Nike with 26% revenue share, amounting
to 13.42 $bn in 2023. With respect to product segment revenues, footwear
accounted to 8.26 $bn (62%), apparel to 4.56 $bn (34%), and equipment to 0.59
$bn (4%). Regarding revenue sources, in 2023 36% came from the Nike Direct
channel, meaning that absolute sales grew with 15.66% CAGR from 2.74 $bn
(2019) to 4.90 $bn. Wholesaler customer sales accounted for the remaining 64%
(2023) as displayed in figure 14. Within Nike Direct the digital sales performance
increased by 43% (vs. 2022), double the growth rate of physical Nike store sales.
Ultimately, the EBIT margin has increased versus pre-COVID-19 levels to 26% in
2023. After a collapse to 16% (2020) and a rebound to 21% (2021) and 26%
(2022), EBIT is now ~5% above the 2019 value.

= Greater China

In Greater China, the sportswear market is poised for substantial growth despite
recent setbacks. In 2023, the market stood at 55.54 $bn, having rebounded from
a drop to 50.13 $bn in 2022 due to stringent COVID-19 restrictions. It is projected
to expand at a CAGR of 10.33% from 2023 to 2028, reaching 90.79 $bn by the
end of the period (figure 15). Despite historically double-digit GDP growth rates,
current forecasts for China are more modest at 4.60% (2024) and 4.10% (2025).
Inflation remains exceptionally low, under 1% in 2023, due to factors including: i)
limited growth from COVID-19 restrictions, ii) low energy price inflation due to

affordable Russian commodities, iii) cautious fiscal and monetary policies, and iv)
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minimal supply chain disruptions (Handelsblatt, 2023). Projected inflation will
stabilize at about 2.20% by 2028. Nike continues to lead the market with a 23.30%
share, consistent with the 2018 value (figure 16). However, local competitors Anta
and Li Ning are making significant inroads, holding market shares of 20.60% and
10.10%, and achieving CAGRs of 9.48% and 10.98%, respectively (2018-2023).
In contrast, Adidas has seen a considerable decline, falling to 9.00% market share
from historical 19.40% in 2018.

Greater China is the third largest market for Nike with a 14% revenue share,
amounting to 7.25 $bn in 2023. Concerning product segment revenues, footwear
accounted to 5.44 $bn (75%), apparel to 1.67 $bn (23%), and equipment to 0.15
$bn (2%). Regarding revenue sources, in 2023 47% came from the Nike Direct
channel, meaning that absolute sales grew from 2.48 $bn (2019) to 3.38 $bn. In
2021, at the zenith of COVID-19, sales peaked at 3.78 $bn. However, according
to investor relations, especially online sales decreased with the end of the
pandemic. Wholesaler customer sales accounted for the remaining 53% (2023).
Within Nike Direct the digital sales performance declined by 4% (vs. 2022).
Eventually, the EBIT margin has declined versus pre-COVID-19 levels to 31% in
2023. After remaining stable at ~38% in 2019, 2020, and 2021 it fell in 2022 to
31%. The EBIT margin is now ~7% below the 2019 value.

= APLA

In the APLA region, the sportswear market is valued at 77.52 $bn in 2023, with
projected growth at a CAGR of 7.33% from 2023 to 2028, reaching 110.44 $bn
(figure 21). This growth outpaces the global average, reflecting robust regional
dynamics. Real GDP in Latin America and Australia is expected to see moderate
increases of 1.90% (2024) and 2.50% (2025), while the Asian continent anticipates
more substantial growth, exceeding 4% by 2025, led by India with 6.5% expected
growth in 2024 and 2025. Inflation scenarios vary significantly; Latin America is
expected to peak at 17.94% in 2024, then drop to 10.40% in 2025, and to ~7% by
2028. In contrast, Asia-Pacific inflation, which peaked at 4.35% in 2022, will fall to
2.76% by 2024 and stabilize through 2028. Nike maintains a leading position in the
APLA sportswear market, holding a 19.10% share in Asia-Pacific (figure 20),
17.60% in Latin America (figure 19), and 14.40% in Australia, though its APLA
market share growth has been flat with 0.88% CAGR since 2018, due to stagnant

growth in Latin America.

APLA accounts for 13% of Nike’s revenue share, amounting to 6.43 $bn in
2023. With respect to product segment revenues, footwear accounted to 4.54 $bn
(71%), apparel to 1.66 $bn (26%), and equipment to 0.22 $bn (3%). Regarding
revenue sources, in 2023 42% came from the Nike Direct channel, meaning that
absolute sales grew with 15.62% CAGR from 1.51 $bn (2019) to 2.70 $bn.
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Wholesaler customer sales accounted for the remaining 58% (2023). Within Nike
Direct, digital sales performance increased in line with physical sales with growth
rates of above 20% (vs. 2022). Ultimately, the EBIT margin has increased versus
pre-COVID-19 levels to 30% in 2023. After a slight decrease to 24% (2020) and a
climb to 29% (2021) and 32% (2022), EBIT margin is now ~5% above 2019 level.

A consolidated view of Nike's sales across all regions shows historical growth of
6.95% CAGR from 2019 to 2023, which is slightly above the expected future
market growth of the sportswear market until 2028 (6.58% CAGR).
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Figure 23: Nike's hist. revenue development by business segment ('19-'23) — Source: Annual Report
2023

Market Megatrends

Coming from the quantitative market analysis and prior to analyzing Nike's
competitive situation, we provide context to relevant transformation processes in
the industry. Megatrends are long-term, transformative changes that have a
profound impact on the economy, society, and culture, with effects that span
across the globe. Based on our analysis of the 10 megatrends in the consumer

goods industry defined by Euromonitor Int., we consider 2 to be critical for Nike.

Digital Living: As the digital landscape expands, with nearly 90% of the global
population projected to use the internet and virtually everyone owning a
smartphone by 2040, premium brands like Nike must capitalize on digitalization
to drive growth. The rapid shift towards digital living, highlighted by Euromonitor's
findings on consumer preferences for on-demand services with instant checkouts
and seamless online interactions, underscores the importance of a robust digital
presence. Particularly, platforms like TikTok influence over 50% of users to make
unplanned purchases, demonstrating the vast impact of digital marketing and
social media engagement. Growth will be driven by EMEA and North America with

Middle East standing out (Euromonitor International, 2024).
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Premiumization: Despite the lasting cost-of-living crisis, consumers, particularly

from Gen Z, increasingly gravitate towards premium products that offer self-
improvement, wellness, technological benefits, and convenience. This trend,
highlighted by a Euromonitor Int. survey in 2023 where 34% of respondents, the
majority, preferred fewer but higher-quality items, aligns with Nike's brand ethos.
With Gen Z constituting a significant portion of the future consumer base, they
value empowerment, creativity, and a sense of belonging, which can be integrated
into Nike's digital strategies. Additionally, 27% of Gen Z are drawn to loyalty
programs that offer emotional storytelling and nostalgia, while <50% trust social
media recommendations highly. By enhancing its digital presence to align with
these preferences — leveraging social media influence and crafting compelling
digital narratives — Nike can effectively engage this key demographic, ensuring
their brand remains relevant and preferred among future generations. Growth will
be driven by emerging economies such as Eastern Europe, Asia-Pacific and the

Middle East (Euromonitor International, 2024).
Competitive Landscape

The sportswear industry is a large and dynamic segment within the cyclical
consumer goods space, characterized by intense competition. Despite the
presence of numerous brands, major players like Nike or Adidas have secured
consistent market leading positions, yet the market's competitive nature continues
to demand constant innovation and adaptation. (McKinsey & Company, 2024)
These circumstances and the various factors influencing Nike's business can be

effectively analysed through the Porter's Five Forces analysis.

Industry rivalry: Due to its diverse business activities, Nike is confronted with

numerous competitors. The most similar, i.e. competitors with an equally agnostic
product portfolio as well as global footprint are outlined below according to their
FY23 sales, highest first. Our multidimensional approach to identify the most
similar peers via the similarity of the product portfolio - particularly the product
portfolio extensiveness, including footwear, apparel, and equipment — and degree
of global operations, is supplemented by the sales dimension. If sales are too
different, then the comparison is flawed. A visualising chart (figure 64) is included
in the appendix. The sportswear market consists of a mixture of long-established
brands such as Adidas and Under Armour, alongside rapidly advancing brands like

On and Anta Sports.

Adidas AG: Founded in 1949, Adidas is a leading multinational company from
Germany that specializes in sports and lifestyle products. In FY23, the firm
achieved sales of 23.74 $bn. Adidas competes directly with Nike in virtually all
product categories and covers a wide range of global markets (>50 countries), due

to its agnostic portfolio. Given the business segment similarities, which are also
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reflected in the firms' accounting, Adidas is Nike's main global competitor.

Puma SE: Puma, founded in Germany in 1948, generated sales of 9.33 $bn in
FY23. The company competes with Nike in all key business areas, like Adidas.
Beyond sportswear and gear, Puma also focuses on stylish performance products

in the areas of fragrance, eyewear, and watches.

Anta Sports Products Ltd: Since its foundation in China in 1991, Anta has
expanded rapidly with ~9,000 stores globally and recorded sales of 7.79 $bn in
FY23. Anta is now at eye level with Nike in Asia where it surpassed Nike’s sales in
2022 (nicekicks, 2023). Following the acquisition of Amer Sports in 2019, the firm
added brands such as Wilson, Salomon, and Atomic to its portfolio. Anta increased
its market share in China from 13.10% (2028) to over 20% in 2023. Worldwide, its
market share has doubled, making Anta the fourth largest sportswear market
player with 3.40% (2023) and by market capitalization (Euromonitor International,
2024). The firm is expanding beyond China in the global market. Anta just secured
its first major NBA endorsement by signing a five-year contract worth 125 $mn with
eight-time NBA All-Star Kyrie Irving. This deal came after Irving ended his
association with Nike (nicekicks, 2023). For instance, Anta strengthened its brand
by partnering with the International Olympic Committee (IOC) to provide
sportswear for the 2022 Winter Olympics in Beijing, similarly to how Nike engages

in major strategic events.

Under Armour, Inc.: Founded 1996 in the US, Under Armour achieved sales of
5.90 $bn FY23. The company offers high-performance sportswear and competes
directly with Nike, particularly in the field of athletic apparel. The missing
comprehensive portfolio shows in the market share, only in North America Under

Amour is represented in the top five with 3.40%, worldwide considerably lower.

Asics Corporation: Asics, founded 1949 in Japan, is known for high-quality
running shoes and sports equipment, with sales of 3.82 $bn FY23. Asics competes
directly with Nike in running and athletic equipment. Like Under Armour, the

product portfolio is rather limited compared to Nike.

To conclude, some of Nike's competitors hold strong niche advantages that pose
potential risks to the company. However, Nike maintains a significant competitive
edge through its extensive product portfolio for all sports and market leadership
across every region, an aspect that none of its peers offer except for Adidas.
However, if we consider up-and-coming players such as Anta or On Holding (On)

from Switzerland, our industry rivalry risk assessment is moderate to high.

Threat of new _entrants: Although Nike enjoys high barriers to entry due to its

established brand reputation, market share, economies of scale, and extensive

advertising investments, the sportswear market has seen notable entries like On.



Nike assumes that the power
of consumers to push brands
has never been stronger

On, founded 2010, has carved out a niche segment with innovative designs and a
focus on running technology, rapidly gaining market share (1.33 $bn FY23 sales).
In both Western Europe and North America regions, On already has a market
share above 1% which makes it stronger than some established brands. Besides,
the direct comparison with Nike is not accurate, as On is mainly active in the
footwear segment while Nike has a comprehensive sport goods portfolio, thus a
automatically larger shares. Nonetheless, Roger Federer is already On’s brand
ambassador, and Iga Swiatek, the world number one in women's tennis, has just
entered a cooperation for her tennis apparel and footwear equipment. Although we
do not rate On as a similar competitor for Nike on a global level due to its
significantly smaller sales, this Swiatek partnership shows that entrants such as
On represent a serious risk for Nike in dedicated areas. This hits Nike's tennis
brand repute strong and has a signalling effect (Forbes, 2023). Similarly, Anta
Sports has risen swiftly by punctually leveraging aggressive expansion and
strategic endorsements. However, it is still difficult for any newcomers to establish

a general global footprint. Hence, we consider the risk to be moderate.

Threat of substitutes: Although sportswear and gear generally have few direct

substitutes, lifestyle changes, and fashion trends can shift consumer preferences.
Additionally, the ongoing cost-of-living crisis has increased interest in private label
products, which are less expensive alternatives to branded sportswear. Retailers
like Target and Walmart but also clothing brands such as Zara or H&M have been
enhancing their sportswear lines, offering competitive quality at lower prices. Even
though this might divert shoppers away from premium brands such as Nike, we
consider the risk to be low, as private labels are more attractive for daily use fast-

moving consumer goods like, for instance, laundry detergent.

Bargaining power_of suppliers: Nike's scale and global presence give it

considerable leverage over its CMs, allowing it to negotiate favourable terms. As
of May 31st, 2023, Nike's CMs operated 123 footwear factories across 11 countries
and 291 apparel factories in 31 countries. Cross-segment, 5 CMs account for
above 10% of finished goods sold. Nike deliberately limits its dependence on single
suppliers with multiple factories. The larger the CM's contribution, the greater the
supplier's bargaining power. Nike is also indirectly sourced by 146 tier-2 suppliers,
who provide base materials for footwear and apparel products. Ensuring
operational integrity in such a diverse supplier base to uphold high production
standards and ethical practices further restricts Nike’s bargaining dominance.

Hence, we consider the risk to be moderate.

Bargaining power of buyers: Globally, Nike's sales approach combines both B2B

and B2C channels. Large retailers and distributors, forming a significant part of

Nike's B2B sales (56%), have leverage due to their size and sales volume, which



Nike’s CCA valuation falls in
line with multiple expectations
in an average share price of
$93.18
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Figure 26: Nike vs. Adidas market share comparison
(in %) — Source: Euromonitor International, 2024

allows them to exert pressure on pricing and terms. However, Nike's growing B2C
segment through Nike Direct, mitigates this power by enhancing direct consumer
engagement. Linking to the above Gen Z consumer behaviour findings, Ann Miller,
executive vice president and chief legal officer at Nike, acknowledges that:
"Consumers' ability to influence and push brands is stronger than ever.” (McKinsey
& Company, 2023). This is mainly due to on-demand digital services and vast
product availability across the market. Nonetheless, the overall bargaining power
of buyers remains modest based on Nike's strong brand presence and diversified
sales strategy, limiting individual buyer's influence over the firm. We consider the

risk to be low.

Complementary, a SWOT analysis detailing Nike's internal strengths and
weaknesses, as well as its external opportunities and threats is presented in
figure 65 in the appendix. Based on this additional assessment layer focusing on
firm specific circumstances the following strategies can be derived to ensure Nike's

competitive advantage within the dynamic sportswear market in the future:

Strength-Opportunity: Nike can leverage its strong global brand, iconic products,

and extensive R&D efforts to penetrate emerging markets like India and China,
while expanding digital transformation efforts and sustainability initiatives to

enhance market share and revenue growth.

Strength-Threats: Nike needs to mitigate the impact of economic downturns and

global political instability by ensuring product availability through robust supply
chain strategies and, hence, maintaining consumer loyalty.

Weakness-Opportunity: Nike can leverage opportunities in emerging markets and

digital transformation to diversify its supply chain and reduce over-reliance on

brand reputation by driving fast-paced innovation to market.

Weakness-Threats: Nike might consider to diversify its manufacturing locations to

reduce dependence on Vietham and continuously invest in innovation to stay

ahead of the emerging competition.

Valuation

Comparable Company Analysis (CCA)

Peer group selection: Although there is considerable competition in the industry,

suitable peers for Nike's relative valuation are limited. We have categorised our
competition based on three main factors, that limit us to five competitors, namely
the size of the company, geographies, and the span of product offerings. To
illustrate this, we have compared the market shares of the two largest players in
the world, Nike and Adidas (figure 27). Appendix 68 displays margins, sales, and

the rationale behind our decisions to include or exclude peers from the valuation.



Using the EBIT multiple is
suitable for Nike's CCA
valuation

Adidas, Puma, Anta, Under Armour, and Asics are among the most comparable
peers. These firm’s business models and the clients they serve are what most
closely resembles Nike. We also included Nike's own multiples. As mentioned in
the industry analysis section under Industry rivalry, we have created a matrix that
recognises Nike's most similar peers based on global footprint, product portfolio
similarity and sales volume (figure 64 in the appendix). These most similar peers
are considered in the CCA.

Multiples selection: Nike's operational strategy and industry characteristics

strongly justify the use of EBIT in multiples valuation. Given that Nike operates in
a less capital-intensive sector, where the company significantly limits its
investments in heavy physical assets and manufacturing facilities, the impact of
D&A on its financial performance is comparatively minor. This context aligns with
the nature of retail businesses where CAPEX is typically lower and the depreciation
component does not substantially distort operational earnings. Therefore, using
EBIT as a metric for valuation is more appropriate for Nike. It provides a clearer
view of the company's operational profitability by including all operating expenses,
which are crucial for a comprehensive analysis but avoids the distortions that D&A
might introduce in a less capital-intensive environment. In Addition, the
comparability factor cannot be neglected. Nike does not show its own EBITDA
value in its balance sheet and puts part of its D&A in the cost of sales and another
part in operational overhead expenses. For this reason, the effects of D&A are not
directly visible in the annual report. Although some of its peers, such as Adidas,
have similar business models and thus similar reporting practices, other firms, such
as Anta, are set up differently. Anta produces a significant proportion of its finished
goods using in-house assets, which clearly differentiates the importance and
extent of D&A. Our main indicator therefore is the EV/EBIT multiple because it
ensures that the valuation accurately reflects Nike’s true earnings potential from
its core business activities, making EBIT a more relevant and reliable indicator in
this specific industry among the peers. D&A plays a crucial role in sustaining
business operations and growth for Nike, thus adjusting for D&A, provides a more
accurate representation of the underlying economic reality of such businesses.
Nevertheless, we acknowledge that the EV/EBITDA multiple is generally
considered to be more robust in the financial literature, especially by Koller et. al,
which is why we have also decided to include the EV/EBITDA 2024 multiple in our
analysis. We calculated the EBITDA value ourselves. We also consider the
EV/Sales multiple to be relevant because it is less susceptible to short-term
fluctuations in earnings. Companies that make significant investments in R&D or
marketing may have temporarily lower profits, although their long-term growth
prospects are solid. This is the case for Nike and its peers. The EV/Sales multiple

thus provides a firmer valuation basis as it is less affected by periodic spending.



Our sensitivity analysis
yields a median share price
of $93.01

Thereby, we used forward earnings estimates normalized for unusual items
instead of historical figures, as they better reflect future cash flows and provide
more consistent valuations - EV/EBIT 2024 multiple (T. Koller et. al, 2020). The
assessment uses data from 09 March 2023 in Refinitiv. Depending on the source
consulted, we may also come to the conclusion that future values are more prone
to error due to their forecasted character, which is why we focus only on 2024 and
not on 2025 values. To corroborate our core multiples of EV/Sales, EV/EBITDA,
and EV/EBIT we have also used LTM based multiples in our analysis. As we feared
that Adidas, the most suitable peer for Nike, may ‘distort’ final values, we cross
checked these with the outcomes of our core multiples, representing the final
outcome of our CCA. The distortion arises from Adidas recording negative EBIT in
Q3 FY22. Here we find that the median is very much in line with what we were
anticipating. Figure 69 presents ranges for the share price that are 10.00% higher
and lower than the valuation mean for each method. Our stock price estimate for
a given multiple is the average across all peers and Nike's own multiples, also
included in the analysis.

CCA OQutcome: The analysis of the most comparable competitors results in an

average valuation of $93.18 with a range of $85.66 to $104.07. For reasons of
transparency, we have calculated all company valuations in Excel in relation to
EBIT (EV/EBIT), EBITDA (EV/EBITDA) and sales (EV/Sales) for all competitors.
We focused on the periods LTM, 2024 and 2025.

Price Target Sensitivity

In addition, we perform a sensitivity analysis to understand the impact of various
variables such as equity beta, cost of debt and excess return on the share price.
Our fundamental sensitivities are based on our more traditional valuations, DCF
and CCA. The results of our sensitivity analysis show a median share price of
$92.31 and a mean share price of $91.67.

To complement these sensitivity analyses, we use a Monte Carlo simulation to
analyse the standard deviations of these variables and their impact on the share
price (figure 67). The results of this sensitivity analysis largely confirm our
calculated price target, namely with a median share price of $89.96 and a mean
share price of $92.78. This gives us additional confidence in the robustness of our

valuation and the reliability of the calculated share price.

The average total valuation based on the DCF as well as the CCA results in a
target share price of $93.01, surpassing the current share price of $92.72 by a total
of $1.62 or 1.75%.
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Figure 28: ESG analysis table with comparison
between Nike vs. Peers — Source: Refinitiv
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Women make up 51% of
Nike's global workforce.

Nike valuation overview - incl. DCF and CCA of most similar peers
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Figure 27: Nike valuation overview - incl. DCF and CCA of most similar peers - Source: Own analysis
ESG Performance and Risk Assessment

In assessing Nike's ESG performance, this analysis compares Nike's internal
statements with externally available information to provide a comprehensive
assessment. By scrutinising both perspectives, we aim to paint an accurate picture
of the company's ESG efforts and achievements. Figure 29 consolidates our
validation analysis with external data on Nike's ESG performance by

benchmarking Nike's ESG KPIs against the industry median of its peers.

Environment: According to Nike, the firm in FY23 achieved a 69% reduction in
greenhouse gas (GHG) emissions in owned or operated facilities, nearing its goal
of 70%. It also advanced towards its 2025 renewable energy target, with 96% of
its global corporate offices, distribution plants, and retail locations powered by
renewable energy. Additionally, Nike diverted 98% of its waste from landfills, the
target being 100%. These initiatives underscore Nike’s robust commitment to
environmental stewardship. However, this solely reflects Scope 1 and 2 emissions.
In the case of Scope 3 emissions - emissions that include outsourced activities,
raw material sourcing and product use by customers - Nike stands out with
significant difference to its peers with 17.92 mn tons (vs. 1.54) CO2 emissions p.a.
Putting this figure into perspective to sales, Nike remains well above the peer group
average. Nike’s Scope 3 emissions increased with 19% CAGR in the past 3 years
whereas the peers averaged at 14% posing a strong risk arising from

environmental damages.

Social: Nike aspires to achieve 84% top-quartile engagement and inclusion, as
rated by its 80,000 employees versus peers, and seeks to ensure that all Vice
Presidents (VP) receive inclusive leadership education. Furthermore, Nike has
committed 10 $mn to support Historically Black Colleges and Universities (HBCUs)
and Hispanic-Serving Institutions (HSIs), enhancing opportunities for diverse talent
acquisition. As of FY23, women constitute 51% of Nike’s global workforce, with
44% (vs. target 50%) representation at the VP and senior leadership levels.
Additionally, racial, and ethnic minorities make up 41% of its U.S. corporate
workforce. With 36% female board members, Nike is above the peer average here
too. Besides, there is no pay gap in the firm based on gender. Overall, Nike

performs above average in the Refinitiv social score achieving 85 from 100 points



Nike’s ESG risk score of 19 is
2 points higher than peers,
but still falls within the low-
risk category

available whereas the peer group median is at 64. (figure 29).

Governance: In ESG-related analysis company specific matters are crucial, Nike's
global value chain is carried in production by CMs. Nike states targets for its
suppliers and its cooperation with suppliers. By FY23, the company surpassed its
ambition by allocating 1.4 $bn to diverse suppliers, including women-led
businesses. Moreover, all strategic suppliers now have clear targets for improving
gender representation, underlining a commitment to career advancement for
women. In addition, Nike has strongly involved the supplier workforce and reached
650,000 employees in 15 countries through its Engagement and Wellbeing survey,
ensuring that supplier practices align with its values of worker engagement and
wellbeing. According to the Supplier ESG training score Nike is at industry
standards when it comes to supplier ESG target. However, we were unable to find
any environmental supplier targets which might pose a future risk as legislators in
Europe, for instance, start to make firms responsible along their entire supply

chain.

We note that Nike performs slightly weaker than its peer group in both Refinitiv's
ESG combined score and Morningstar's Sustainalitics score. With a score of 19,
Nike has a 2-point higher ESG-risk versus peers, though all scores up to 20 are
categorised as low risk (figure 29). For this reason, there was no need for us to
negatively factor ESG risks into Nike's performance. Nevertheless, ESG should be
closely monitored beyond the scope of this equity research report. Especially for
this industry with the strong involvement of suppliers in the value chain in
production, there are high risks in terms of CO2 emissions, labour conditions, raw
materials, water consumption and waste. This makes establishing and achieving
ESG targets ambivalent, as Nike relates most of its targets exclusively to its own

business operations.

In completion of the ESG risks, our overall risk assessment is as follows:

. S Economic SR
e oty

ESG risk A decrease in institutional investor demand may occur due to a negative ESG rating and the Moderate Low
related negative reputation. Furthermore, this may lead to a vicious circle as consumers turn away
and regulatory compliance is jeopardised which results in an even less attractive investment.

Macroeconomic risk  An increase in commaodity prices for the production and transport of finished goods as well as Low to Low to medium
external events such as political unrest or pandemics (e.g. Covid-19), which hinder both products mot.lerate )
and consumers' access Nike stores due to e.g. store shutdowns. (region-specific)
Market / Competition  Risk arises from new and emerging players in specific regions (pls. see Porter's 5 Forces and Moderateto  Low to medium
risk SWOT analysis for details). high

Figure 29: General risk assessment — Source: Own analysis

It is in the nature of the cyclical consumer goods industry, in this case in the
sportswear industry, that economic downturns lead to market fluctuations that
ultimately have a negative impact on demand. In downturns, competition also
intensifies as companies are confronted with lower demand while supply remains

constant. However, disruptions on the supply side due to cyclical declines can also



lead to delays in the supply chain. For Nike precisely, due to its stable market
leadership, its strong brand, and its global business model, we do not see any
foreseeable risks other than those already mentioned in the Porter Five Forces

and SWOT analysis that could jeopardise its business prospects.
Recommendation

Based on our financial analysis of Nike as of December 315, 2024, we forecast a
price target of $93.01. Combined with the expected dividend of $1.34 and the
current share price of $92.72 this implies a potential upside of $1.62 or 1.75%. We
see the upside potential to be justified by the solid foundation of the company's
operations, even in cyclical markets, complemented by significant opportunities to
maintain market leadership. We believe that Nike is well equipped to deal with
potential risks, particularly through its continuous investments in digital markets
and the DTC business, as well as its strong brand presence and iconic products.
We do not expect a significant decline in sales, but rather a stable continuation of
the existing status quo. Nike shows a decent positioning in its business areas,
however, has opportunities in segments with already attractive margins, which can

strengthen through further investments.
Our investment recommendation is HOLD.

The determination of our price target is based on both the DCF and the CCA
financial valuation methods. These have been complemented and reasoned by an
extensive sensitivity analysis including a Monte Carlo simulation. Both methods
pose equal importance to us. Consequently, we consider our target price to be
reasonable, with a range between $90.83 and $95.18.

Appendix



NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

MASTER IN FINANCE

NIKE INC (NKE:US)

SPORTSWEAR INDUSTRY

MORITZ CONSTANTIN FEKLIST
53162@novasbe.pt

COMPANY REPORT
17 MAY 2024

ALEXANDRU EUGEN CHITU
54162@novasbe.pt

Can Nike still do it?

Relying on a strong brand to navigate future challenges among
intensifying competition and evolving consumer behaviour

= Based on our valuation, we recommend a HOLD for Nike,
we project a price target of $93.01 by December 31st, 2024, which
represents a marginal upside potential of 1.75% from the current

share price of $92.72, inclusive of an anticipated dividend of $1.34.

= The cyclical consumer goods industry had to overcome
severe setbacks in the sports segment in recent years due to
COVID-19 (’20) and commaodity price hikes ('22), yet the economic

situation is on a stabilisation trajectory.

= We expect the sportswear market to exhibit stable growth
in the future with a forecasted five-year growth CAGR of 6.58%
(’23-'28) worldwide, driven by the ongoing digitalisation of sales

and emerging markets such as China and Latin America.

= We anticipate that Nike will be able to maintain a constant
market share in the future, growing its EBIT in line with the market
at a CAGR of 7.62% ('24-'30) amounting to 10.11 $bn by 2030.

= Nike's robust global presence and agnostic product
portfolio in the sports sector shield the company from new entrants
like On Holding and Anta Sports. However, sustaining this

competitive edge demands ongoing investments.

Company Description

Nike, Inc. is a globally recognized American corporation that
specializes in the design, development, and marketing of athletic
footwear, apparel, and equipment. As of Nike’s fiscal year ending
May 31st, 2023, Nike employed around 80,000 people worldwide
and earned revenues of 51.22 $bn resulting in EPS of $3.27.
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Recommendation: HOLD
Price Target FY24*: 93.01 %
*FY24 as of 31-December-24
Price (as of 17-May-24) 92.72 $
Source: Refinitiv (NKE)
52-week range ($) 88.66 - 123.39
Market Cap ($ bn) 140.05
Outstanding Shares (mn) 1,504
Source: Refinitiv

Nike vs MSCI development
J: Global COVID-19 start 1 'J‘l
- W v
0% 1

Source: Refinitiv

(Values in $ mn) 2023A  2024B 2025F
Revenues 51,217 52,484 58,130
Revenue growth 9.7% 2.5% 10.8%
Gross profit 22,292 23,347 25,837
Gross profit margin 43.5% 44.5% 44.5%
Adj. EBITDA 11,549 12,813 14,214
Adj. EBITDA margin 22.5% 24.4% 24.5%
EBIT 5,915 6,502 7,223
EBIT margin 11.5% 12.4% 12.4%
Net income 4,673 5,303 5,898
Net income margin 9.1% 10.1% 10.1%
EPS ($) 3.27 3.57 4.04

Source: Annual Report 2023, Own calculation

Shareholder structure (%-share) Largest inst. investors (%-share)
1.4% 9.0%

= The Vanguard Group, 5.2%
Ine. ' 4.6%

Free Float
= BlackRock Institutional

Trust Company, N.A.
m Strategic

Entit 98.6% State Street Global
ntities -

Advisors (US)
Other

Source: Refinitiv
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Figure 1: FY23 Nike's revenue by
product category (%share) — Source
Annual Report 2023

FY23 Nike's revenue
by region (%-share)
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Figure 2: FY23 Nike's revenue by
region (%-share) — Source:
Annual Report 2023

Nike has fully outsourced its
production to contract
manufacturers

FY23 Nike's revenue by
channel (%-share)
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Figure 3: FY23 Nike's revenue by
channel (%-share) — Source: Annual
Report 2023

Company Overview

This chapter introduces the analyzed firm Nike, Inc (hereinafter referred to as "Nike").
Whenever reference is made to e.g. FY23’ in the subsequent report, this refers to the
firm's fiscal year within the annual reporting; in the case of Nike, FY23 starts on the 15 of
June 2022 and ends on the 31t of May 2023.

Company Description

Nike was founded in 1964 as Blue Ribbon Sports and is headquartered in
Beaverton, Oregon, USA. Worldwide, the company employed around 80,000
people and generated revenue of 51.22 $bn up to the end of FY23. The
company is managed by John Donahoe as CEO together with CFO Matthew
Friend, both in office since 2020. Nike's product mix is divided into three major
divisions. Footwear, apparel, and equipment; footwear contributed 68% of sales
in FY23 - twice as much as apparel. Leading the way in footwear are men's,
women’s, and Jordan brand shoes. Similarly, the men's and women's items sell
best in apparel. The kids' segment is lagging. Equipment - like bags, socks,
sports balls, glasses, chronometers, and electronic devices - is far behind with
4% sales contribution in FY23. Nike is traditionally strong in its home US market,
where Nike achieved 44% of its FY23 sales. EMEA follows with 28% before the
growth regions Greater China (15%) and APLA (13%).

Business Segments

Nike, the world's leading seller of athletic footwear, apparel, and accessories
engages in the design, development, marketing, and global sales of a wide
range of products. Whereas, almost the entire production is carried out by
independent contractors. Therefore, Nike focuses strongly on innovation and
quality in its product manufacturing. This is evident from its large research and
development (R&D) organization, which recently introduced a new Nike Sport
Research Lab series. This initiative involves long-term observation of athletes in
a research setting to better meet their needs. The company's distribution strategy
encompasses direct sales through both Nike-owned retail outlets and digital
platforms, known collectively as “NIKE Brand Digital”. Overall Nike Direct
generated 44% FY23 sales. Additionally, Nike extends its market reach through
retail accounts and a diverse network of independent distributors, licensees, and
sales representatives with the “Wholesale” channel (56%) across virtually all
countries worldwide. In the future, Nike intends to push the direct channel to alter

the balance and generate the majority of its sales through it.
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= Gegraphic Segmentation

Nike’s core business is The organizational structure of Nike is strategically aligned by geography and

divided into four regional reflects the firm's extensive international footprint. This ensures that each of
tc):lcj)ilceersssesegments plus Nike's reportable segments, including North America, Europe, Middle East &

Africa (EMEA), Greater China, and Asia Pacific & Latin America (APLA), is

focused on Nike and Jordan brands’ athletic footwear, apparel, and equipment

product categories. In the market analysis section, we examine the specific
J U A N regional performance to put it in perspective with the market dynamics in these
regions. Beyond its four geographic segments, Nike also encompasses a distinct
brand-focused segment through Converse, which is dedicated to the casual
sneaker, apparel, and accessories market. The financial results from direct sales
and digital commerce under the Converse brand are consolidated irrespective of

the regional distribution.
= Converse

The Jordan Brand is included The fully owned subsidiary of Nike, Converse, is disclosed separately in the

in the regional business annual report, contrary to the case for the Jordan Brand. As learned through
reporting, unlike Converse discussions with experts at Nike, the main reason for this is that Converse serves
a slightly different market segment. While Nike primarily focuses on the athletic
performance component of its products, Jordan does so specifically for
* basketball. Converse designs, distributes, and markets footwear, apparel,

and accessories in the casual segment. This separation allows for a distinct

CONVERSE brand identity, market positioning, and performance evaluation for Converse.

The distinction necessity arises as Nike products are developed for athletic use,
although today many of the products are also worn for leisure activities. However,
this is a significant difference to Converse. This brand is exclusively geared

towards the leisure needs of customers in need of an individual strategic set-up.
Brand Equity and Collaborations

Brand equity is crucial for Nike, as it represents the value derived from consumer
perception and experiences with the brand. It enables Nike to differentiate itself in
the competitive cyclical consumer products industry, granting the ability to
charge premium prices and foster customer loyalty. High brand equity
enhances Nike's competitive advantage, supports the successful launch of new
products, and contributes significantly to its financial performance and
shareholder value. Nike claims to have a very strong brand in its annual report,
but it is difficult to reliably derive this from the goodwill value in the balance sheet
or the marketing expenses in the income statement. To quantify this

nevertheless, we rely on the assessment of the internationally recognized brand
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# Company Brand equity (5 bn)  HQ

1 Louis Vuitton 32.24 FR
2 Nike 29.87 us
3 Hermes 26.07 FR

Figure 4: Top 3 global brand equity ranking in the
Apparel industry — Source: Brand Finance, 2024

Celebrity endorsements
significantly elevate
consumer purchase intent

Nike stock continues to pay
and increase dividends for
over two decades

Ownership (% of shares)

9.0%
5.2%

4.6%

81.2%

= The Vanguard Group, Inc.
BlackRock Institutional Trust Company, N A
State Street Global Advisors (US)
Other Investors (<2.5% share)

Figure 5: Ownership (% of shares) — Source
Refinitiv

valuation company Brand Finance, which values Nike’s brand at ~30 $bn. This
puts Nike in 62" place worldwide and in 2" place behind Louis Vuitton in the
apparel segment for 2024. Focusing solely on the sportswear industry Nike
stands out ranked 1%t, with Adidas lagging far behind in 141t place. For Nike,
maintaining and investing further in such strong brand equity is essential to

remain a market leader and drive long-term growth (Brand Finance, 2024).

Nike has crafted a diverse branding strategy that leverages partnerships with
leading figures in sports and culture as well as major events. This approach,
anchored in contemporary insights, seeks to enhance the above-mentioned
brand equity and positively impact consumer attitudes, especially within the
sportswear sector. Sport is associated with emotions, particularly in this context
people strive to imitate their favorite athletes. This starts with the equipment.
Research indicates that sports celebrity endorsements significantly boost
consumer purchase intent, as they enhance the brand and advertisement
perception (von Felbert & Breuer, 2009). For Nike, leveraging endorsements from
athletes known for their attractiveness, trustworthiness, and familiarity is crucial in
improving brand loyalty, perceived quality, and buying decisions. This strategy,
confirmed by studies to effectively drive sales growth and bolster brand image,
underlines the value of Nike's partnerships with prominent sports and cultural
figures in strengthening consumer connections with the brand (Hussain, 2020).
Notable long-term partnerships have included Michael Jordan, LeBron James,

Cristiano Ronaldo, and Serena Williams, among others.

Nike Stock

Nike is listed on the New York Stock Exchange (NYSE). Since its IPO in
December 1980, Nike has been a significant force in the financial markets,
evidenced by its inclusion in two key US stock market indices. It is a member of
the Dow Jones Industrial Average (DJIA), featuring 30 major US companies, and
is also included in the S&P 500 Index, which encompasses the 500 largest
publicly traded corporations in the US. In terms of governance, the Board of
Directors is chaired by Mark Parker, the former CEO. As per the last election of
Directors in September 2023 10 out of 13 appointed directors qualify as

independent. More details on our assessment are in figure 62 in the appendix.

The largest shareholders are The Vanguard Group with 9.00%, BlackRock
Institutional Trust Company with 5.17%, and State Street Global Advisors with
4.64%. All other shareholders hold less than 2.50% of the shares, details of
which can be found in figure 63 in the appendix. The free float share, i.e. the
share not held by major shareholders, insiders or management, totals 98.63%.

Thus, Nike is not exposed to excessive influence by individual shareholders. As
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98.63% of Nike stock is free
float available to the public

Nike's dividend develompent ($)

130 134
1.16
1.04
0.93

077 084

2018 2019 2020 2021 2022 2023 2024

Figure 6: Nike's dividend development ($) — Source:
Annual Report 2023, own analysis

Real GDP development p.a.
5.4%

2.9% 3.2% 3.1% 3.1% 3.2%

change in real

GDP

2019 2020 2021 2022 2023 2024 2025

Annual %

-4.9%

Figure 8: Real GDP development p.a. — Source: IMF
2024, own analysis

UK Brent crude oil price $ p.a.
$101
$82 883 ¢og

$64 $7

$42
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Figure 9: UK Brent crude oil price $ p.a. — Source
IEA, 2024, own analysis

of November 30, 2022, Nike's market capitalization, based on the aggregate
market values of Class A (7.80 $bn) and Class B (136.50 $bn) common stock
held by non-affiliates, totalled around 144.30 $bn. Today Refinitiv reports 140.05
$bn. There is no difference between the common stock types in terms of
dividends, liquidation rights, or participation rights. However, the voting rights of
Class B shares are restricted concerning the election of board members. Nike
has consistently paid dividends to its shareholders since 1984 and is increasing it
for the 22" time in a row in 2024. In 2023, $1.30 $ was paid out per share, for
2024 it will be $1.34. Nike stock suffered a sharp drop due to COVID-19 in 2020
and rising commodity prices caused by the Ukraine war in 2022. Nevertheless,
the performance over the last 5 years has been superior to the MSCI World

Index, which is a good indicator of overall global economic performance.

Nike vs MSCI development

120%
Ukraine war start

v

Commodity prices peak

100%

Global COVID-19 start
80%

60% |

0%
1

o /u/“.\
L )(ﬁlf\v'" |
11/29/2018  5/29/2015 11/29/2019 | 5/29/2020

-20%

11/29/2020  5/29/2021  11/29/2021  5/29/2022  11/29/2022  5/29/2023  11/29/202:

=—=Nike share MSCI
Figure 7: Nike vs. MSCI World Index development — Source: Refinitiv, own analysis

Industry Analysis

Marcoeconomic Situation

The COVID-19 pandemic caused a global GDP collapse in 2020, followed by a
rebound in 2021. GDP growth fell again in 2022, particularly in advanced
economies. The IMF forecasts continued slow growth worldwide, with real GDP
projected at 3.10% in 2024 and 3.20% in 2025. Particularly interesting for Nike,
the US is expected to see below-average real GDP growth of 2.10% in 2024 and
1.70% in 2025. While the eurozone is lagging well behind, developing economies
such as China and Middle Eastern nations stand out with real GDP figures of
above 4% in 2025 and beyond (IMF, 2024).

The escalating crude oil prices, exacerbated by the Ukraine conflict and lingering
COVID-19 effects, have significantly impacted Nike's margin performance,
especially since oil is a critical base material to produce plastics and fuel to
source Nike's global supply chain. From 2020 to 2024, oil prices doubled,
peaking at over $100 per barrel in 2022 when the war began (IEA, 2024).

Although prices have recently declined, the potential for future increases remains
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Nike's footwear manufacturing
by country (%-share)
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18% .
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50%

= Vietham w=Indonesia =China = Other

Figure 10: Nike's footwear manufacturing by country
(%-share) — Source: Annual Report 2023

Nike's apparel manufacturing
by country (%-share)

29%
37%

18%
16%
Other

Figure 11: Nike's apparel manufacturing by country
(%-share) — Source: Annual Report 2023

sVietham =China = Cambodia

Global sportswear market size

is projected to reach 543.98
$bn by 2028, growing at a
robust CAGR of 6.58%

amid geopolitical tensions in Ukraine. Experts disagree on how long this conflict

will last.

Moreover, political relations between the US and China are tense and the Middle
East is at risk of destabilization due to the conflict between Israel and
neighbouring countries. Both can lead to further restrictions in global trade, such
as customs duties or the insecurity of transport routes, and pose a major risk for
a globally operating firm. Regarding the procurement of raw materials, we expect
purchase prices to remain stable in the medium term; only the oil price is volatile
due to mentioned outside influences. Nike's footwear manufacturing heavily
relies on materials like rubber, plastics, foam, leather, and synthetic fibres, with
most production based in Vietham (50%), Indonesia (27%), and China (18%).
Instead, the apparel product division, which predominantly uses natural and
synthetic fabrics (cotton, polyester, etc.), operates in Vietnam (29%), China
(18%), and Cambodia (16%). The surge in procurement and transportation costs
due to these factors led to a 15% increase in Nike's cost of goods sold, rising
from 25.2 $bn in 2022 to 28.9 $bn in FY23. As these costs are largely borne by
contract manufacturers (CMs), it poses a considerable risk to Nike’s margins.
The company might have to absorb part of these costs or pass them on to
consumers through price hikes. To mitigate some internal costs, Nike announced
plans to reduce its workforce by ~2% (around 1,600 employees) in early 2024
(Bloomberg, 2024).

Sportswear Market Analysis

In 2023 the worldwide sportswear market is worth 395.54 $bn which is divided
into the athletic apparel (230.86 $bn) and athletic footwear (164.68 $bn) main
sub-segments. To be precise the “sportswear” under analysis encompasses
apparel and footwear for sports activities and athletic performance as well as
leisurewear inspired by sports fashion. It includes a variety of products such as
activewear, sports shoes, and accessories that fulfil both, performance, and
lifestyle needs, driven by trends in fitness, health, and athleisure fashion. This
market is projected to expand at a five-year CAGR of 6.58% from 2023 to 2028,
culminating in a total value of 543.98 $bn in 2028. The regional market
developments are detailed in figure 12. Based on the ramp-up projected by
Euromonitor Int., the distribution of individual regions' shares of the overall
market will remain largely stable until 2028, with only Greater China increasing its
share by around 3% from 2023 to 2028 (Euromonitor International, 2024).
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Expected sportswear market size trajectory ('23-'28)

6.58% CAGR

396

40%

259 25%
25% 25%
26% A
20%
o 20%
20% 20% 20% 20%
2023 2024 2025 2026 2027 2028

I North America [ EMEA ~ APLA [l Greater China
Figure 12: Expected sportswear market size trajectory ('23-'28) — Source: Euromonitor Int., 2024

The subsequent section is divided into Nike's business segment regions and
organized according to Nike’'s highest share of revenue in FY23 (figure 2). We
first look at the specific macroeconomic conditions of the sportswear market
within the region to then assess the significance per region for Nike. Therefore,
as mentioned in the business segment chapter, we take a closer look at Nike's

performance across product categories and distribution channels.
North America generates

Nike's highest sales (42%) and * North America
is the strongest region within
the sportswear market (38%) In North America, the sportswear market is valued at 157.85 $bn in 2023 and is

projected to grow at a CAGR of 5.62% over the next five years, reaching 207.51

Expected market size in $bn
(North America) . .
. 1869 19728 2075 $bn by 2028. This growth is below average compared to the overall market,

15785 16610 1767

resulting in a relative contraction of North America to ~38% (figure 12). Economic

conditions show moderate real GDP growth in the US and Canada, with inflation

2023 2024 2025 2026 2027 2028 rates that peaked at ~8% in 2022 and have reduced to above 4% in 2023; they
Figure 13: Expected sportswear market size in $bn
(North America) — Source: Euromonitor Int., 2024 are anticipated to stabilize at 2.10% by 2028. In this competitive landscape, Nike

holds the leading position in the US sportswear market with an 18.10% share in

Nike's market share in %
(North America) 181

= Nike Ine 173 . 2023, achieving a growth CAGR of 1.62% since 2018, while Adidas has seen a

16.7 16.6 16.7 16.8

decline to 4.90%. (Euromonitor International, 2024).

2018 2019 2020 2021 2022 2023

Fi 14: Nike® ket sh % (North . . . . .
Arariea) - Source: Euromonitor nt. 2004 North America is the key market for Nike with 42% revenue share, amounting

to 21.61 $bn in 2023. Concerning product segment revenues, footwear
Nike’s hist. revenue by product category (19-'23)

ne accounted to 14.90 $bn (69%), apparel to 5.95 $bn (28%), and equipment to 0.76

il 1448 — - - $bn (4%). Regarding revenue sources, in 2023 48% came from the Nike Direct
H channel, meaning that absolute sales more than doubled from 5.03 $bn (2019) to
% = 2% an z% | 10.34 $bn. Wholesaler customer sales accounted for the remaining 52% (2023).
S ﬁ;m 2:1"M quf“l Z The Nike Direct channel is divided in 213 factory stores, 74 in-line stores and
e e eemae by P oo various digital platforms, the latter driving 23% revenue growth in the digital

business (vs. 2022). Ultimately, the EBIT margin has returned to pre-COVID-19
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EMEA's sales growth is
primarily driven by developing
economies

Expected market size in $bn (EMEA)

135.26
10463 10g.02 11483 12148 e

2023 2024 2025 2026 2027 2028
Figure 16: Expected market size in $bn (EMEA) —
Source: Euromonitor Int., 2024

Nike's market share in % (WE)

156 158 162 16.8 174 e

2018 2019 2020 2021 2022 2023

Figure 17: Nike's market share in % (WE) — Source:
Euromonitor Int., 2024

Nike's market share in % (MEA)
15.4 149 157 16.4 171 18.4

2018 2019 2020 2021 2022 2023
Figure 18: Nike's market share in % (MEA) — Source:
Euromonitor Int., 2024

Nike’s hist. revenue by product category ('19-'23)
13.42

12.48
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Figure 19: Nike’s hist. revenue by product category
('19-'23) in EMEA - Source: AR 2023

FY23 EMEA revenue
by channel

36%

= Wholesale
NIKE Direct

Figure 20: FY23 EMEA revenue by
channel - Source: AR 2023

64%

Although China is expected to
be the fastest-growing region,
its economy faces challenges
post-Covid-19

levels at 25% in 2023. After a collapse to 20% (2020) and a significant rebound
to 30% (2021) and 28% (2022), both the initial uncertainty and the increased

willingness of consumers to invest in sports during COVID-19 have normalized.
= EMEA

In the EMEA region, the sportswear market is valued at 104.63 $bn in 2023 and
is expected to grow at a CAGR of 5.27%, reaching 135.26 $bn by 2028. This
growth is below average compared to the overall market, resulting in a relative
contraction of EMEA to ~25% (figure 12). Economic growth varies significantly
within the region: modest GDP growth is anticipated in Western Europe at 0.90%
(2024) and 1.70% (2025), while emerging European markets see slightly better
growth rates of 2.80% (2024) and 2.50% (2025). In contrast, MEA is projected to
experience more robust growth, exceeding 4% by 2050. Inflation, having peaked
at ~14% in Europe in 2022 and currently above 9%, is expected to fall to below
4% by 2028. In EMEA, inflation peaked at 16.44% in 2023 and is anticipated to
decrease to below 7% by 2028. Nike ranks first across EMEA sportswear market,
with a market share of 18.40% in MEA, 17.90% in Western Europe, and 10.50%
in Eastern Europe. Since 2018, Nike's market share across EMEA has grown at
a weighted average CAGR of 2.43%, reflecting the relative market sizes of the

three subregions.

EMEA is the second largest market for Nike with 26% revenue share,
amounting to 13.42 $bn in 2023. With respect to product segment revenues,
footwear accounted to 8.26 $bn (62%), apparel to 4.56 $bn (34%), and
equipment to 0.59 $bn (4%). Regarding revenue sources, in 2023 36% came
from the Nike Direct channel, meaning that absolute sales grew with 15.66%
CAGR from 2.74 $bn (2019) to 4.90 $bn. Wholesaler customer sales accounted
for the remaining 64% (2023) as displayed in figure 20. Within Nike Direct the
digital sales performance increased by 43% (vs. 2022), double the growth rate of
physical Nike store sales. Ultimately, the EBIT margin has increased versus pre-
COVID-19 levels to 26% in 2023. After a collapse to 16% (2020) and a rebound
to 21% (2021) and 26% (2022), EBIT is now ~5% above the 2019 value.

=  Greater China

In Greater China, the sportswear market is poised for substantial growth despite
recent setbacks. In 2023, the market stood at 55.54 $bn, having rebounded
from a drop to 50.13 $bn in 2022 due to stringent COVID-19 restrictions. It is
projected to expand at a CAGR of 10.33% from 2023 to 2028, reaching 90.79
$bn by the end of the period (figure 21). Despite historically double-digit GDP

growth rates, current forecasts for China are more modest at 4.60% (2024) and
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Expected market size in $bn

(Greater China)
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Figure 21: Expected market size in $bn (Greater
China) - Source: Euromonitor Int., 2024
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Figure 22: Market share in % (Greater China) -
Source: Euromonitor Int., 2024

Nike’s hist. revenue by product category ('19-'23)
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Figure 23: Nike'’s hist. revenue by product category ('19-'23)

FY23 Greater China
revenue by channel

47%

= Wholesale

NIKE Direct 53%

Figure 24: FY23 Gretaer China revenue by
channel — Source: AR 2023

APLA's significant growth
potential for Nike stems
primarily from its emerging
economies like India

Expected market size in $bn
(APLA)
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Figure 27: Expected market size in $bn (APLA) -
Source: Euromonitor Int, 2024
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Figure 25: Market share in % (Latin America) -
Source: Euromonitor Int., 2024
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Figure 26: Market share in % (Asia Pacific) - Source
Euromonitor Int., 2024

4.10% (2025). Inflation remains exceptionally low, under 1% in 2023, due to
factors including: i) limited growth from COVID-19 restrictions, ii) low energy
price inflation due to affordable Russian commodities, iii) cautious fiscal and
monetary policies, and iv) minimal supply chain disruptions (Handelsblatt, 2023).
Projected inflation will stabilize at about 2.20% by 2028. Nike continues to lead
the market with a 23.30% share, consistent with the 2018 value (figure 22).
However, local competitors Anta and Li Ning are making significant inroads,
holding market shares of 20.60% and 10.10%, and achieving CAGRs of 9.48%
and 10.98%, respectively (2018-2023).
considerable decline, falling to 9.00% market share from historical 19.40% in
2018.

In contrast, Adidas has seen a

Greater China is the third largest market for Nike with a 14% revenue share,
amounting to 7.25 $bn in 2023. Concerning product segment revenues,
footwear accounted to 5.44 $bn (75%), apparel to 1.67 $bn (23%), and
equipment to 0.15 $bn (2%). Regarding revenue sources, in 2023 47% came
from the Nike Direct channel, meaning that absolute sales grew from 2.48 $bn
(2019) to 3.38 $bn. In 2021, at the zenith of COVID-19, sales peaked at 3.78
$bn. However, according to investor relations, especially online sales decreased
with the end of the pandemic. Wholesaler customer sales accounted for the
remaining 53% (2023). Within Nike Direct the digital sales performance declined
by 4% (vs. 2022). Eventually, the EBIT margin has declined versus pre-COVID-
19 levels to 31% in 2023. After remaining stable at ~38% in 2019, 2020, and
2021 it fell in 2022 to 31%. The EBIT margin is how ~7% below the 2019 value.

= APLA

In the APLA region, the sportswear market is valued at 77.52 $bn in 2023, with
projected growth at a CAGR of 7.33% from 2023 to 2028, reaching 110.44 $bn
(figure 27). This growth outpaces the global average, reflecting robust regional
dynamics. Real GDP in Latin America and Australia is expected to see moderate
increases of 1.90% (2024) and 2.50% (2025), while the Asian continent
anticipates more substantial growth, exceeding 4% by 2025, led by India with
6.5% expected growth in 2024 and 2025. Inflation scenarios vary significantly;
Latin America is expected to peak at 17.94% in 2024, then drop to 10.40% in
2025, and to ~7% by 2028. In contrast, Asia-Pacific inflation, which peaked at
4.35% in 2022, will fall to 2.76% by 2024 and stabilize through 2028. Nike
maintains a leading position in the APLA sportswear market, holding a 19.10%
share in Asia-Pacific (figure 26), 17.60% in Latin America (figure 25), and 14.40%
in Australia, though its APLA market share growth has been flat with 0.88%
CAGR since 2018, due to stagnant growth in Latin America.
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Nike's hist. revenue by product category (18723) APLA accounts for 13% of Nike’s revenue share, amounting to 6.43 $bn in

2023. With respect to product segment revenues, footwear accounted to 4.54

. . . l $bn (71%), apparel to 1.66 $bn (26%), and equipment to 0.22 $bn (3%).

Regarding revenue sources, in 2023 42% came from the Nike Direct channel,

2019 2020 20214 20224 == meaning that absolute sales grew with 15.62% CAGR from 1.51 $bn (2019) to

I Footwear Apparel Equipment

leg)wes 29 Nikess st revenue by product category (19-— 2,70 $bn. Wholesaler customer sales accounted for the remaining 58% (2023).

Within Nike Direct, digital sales performance increased in line with physical sales
FY23b’;'Z"-1‘:r::ZIe"“e with growth rates of above 20% (vs. 2022). Ultimately, the EBIT margin has
increased versus pre-COVID-19 levels to 30% in 2023. After a slight decrease to

24% (2020) and a climb to 29% (2021) and 32% (2022), EBIT margin is now

42%

= Wholesale ~5% above 2019 level.
NIKE Direct
58%
Figure 28: FY29 APLA revenue by A consolidated view of Nike's sales across all regions shows historical growth of

channel — Source: AR 2023

6.95% CAGR from 2019 to 2023, which is slightly above the expected future
market growth of the sportswear market until 2028 (6.58% CAGR).

Nike’s hist. revenue development by business segment (19-'23)

6.97% CAGR

39

41%

26%
25%

13% 13% 12% 13% 13%
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I North America EMEA M Greater China APLA Converse
Figure 30: Nike's hist. revenue development by business segment ('19-'23) — Source: Annual Report

2023
Market Megatrends

Coming from the quantitative market analysis and prior to analyzing Nike's
competitive situation, we provide context to relevant transformation processes in
the industry. Megatrends are long-term, transformative changes that have a
profound impact on the economy, society, and culture, with effects that span
across the globe. Based on our analysis of the 10 megatrends in the consumer

goods industry defined by Euromonitor Int., we consider 2 to be critical for Nike.

. . iqi ivi 5 igi s i 9
Social media platforms Digital Living: As the digital landscape expands, with nearly 90% of the global

influence over 50% of users to population projected to use the internet and virtually everyone owning a
make unplanned purchases smartphone by 2040, premium brands like Nike must capitalize on

digitalization to drive growth. The rapid shift towards digital living, highlighted
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by Euromonitor's findings on consumer preferences for on-demand services with
instant checkouts and seamless online interactions, underscores the importance
of a robust digital presence. Particularly, platforms like TikTok influence over 50%
of users to make unplanned purchases, demonstrating the vast impact of digital
marketing and social media engagement. Growth will be driven by EMEA and

North America with Middle East standing out (Euromonitor International, 2024).

Premiumization: Despite the lasting cost-of-living crisis, consumers, particularly

Tier 1 brands like Nike benefit
from selling their products at from Gen Z, increasingly gravitate towards premium products that offer self-

apremium improvement, wellness, technological benefits, and convenience. This trend,
highlighted by a Euromonitor Int. survey in 2023 where 34% of respondents, the
majority, preferred fewer but higher-quality items, aligns with Nike's brand
ethos. With Gen Z constituting a significant portion of the future consumer base,
they value empowerment, creativity, and a sense of belonging, which can be
integrated into Nike's digital strategies. Additionally, 27% of Gen Z are drawn to
loyalty programs that offer emotional storytelling and nostalgia, while <50% trust
social media recommendations highly. By enhancing its digital presence to align
with these preferences — leveraging social media influence and crafting
compelling digital narratives — Nike can effectively engage this key demographic,
ensuring their brand remains relevant and preferred among future generations.
Growth will be driven by emerging economies such as Eastern Europe, Asia-

Pacific and the Middle East (Euromonitor International, 2024).
Competitive Landscape

The sportswear industry is a large and dynamic segment within the cyclical

Dimension Risk level . . o .

- consumer goods space, characterized by intense competition. Despite the
Industry rivalry .
Threat of new enfrants presence of numerous brands, major players like Nike or Adidas have secured
Threat of substitutes O consistent market leading positions, yet the market's competitive nature
Bargaining power of suppliers continues to demand constant innovation and adaptation. (McKinsey &

Bargaining power of buyers || @ Company, 2024) These circumstances and the various factors influencing Nike's

Figure 31: Compettitive landscape analysis - Porter's

Flve Forces dimensions and risk levels = Source: 0w hysiness can be effectively analysed through the Porter's Five Forces analysis.

analysis

Industry rivalry: Due to its diverse business activities, Nike is confronted with

numerous competitors. The most similar, i.e. competitors with an equally
agnostic product portfolio as well as global footprint are outlined below

Similar peers FY23 revenue ($ mn) according to their FY23 sales, highest first. Our multidimensional approach to

gl identify the most similar peers via the similarity of the product portfolio -

9328 7705 o particularly the product portfolio extensiveness, including footwear, apparel, and
! 3,821

equipment — and degree of global operations, is supplemented by the sales

Adidas AG Puma SE ANTA Under Asics Corp ) ) . . . . ..
Seorts - Armour Inc dimension. If sales are too different, then the comparison is flawed. A visualising
Ltd . . . . . .
Figure 32: Similar peers FY23 revenue ($ mn) - chart (figure 64) is included in the appendix. The sportswear market consists of a

Source: Refinitiv
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mixture of long-established brands such as Adidas and Under Armour, alongside

rapidly advancing brands like On and Anta Sports.

Adidas AG: Founded in 1949, Adidas is a leading multinational company from

Germany that specializes in sports and lifestyle products. In FY23, the firm
. achieved sales of 23.74 $bn. Adidas competes directly with Nike in virtually all
qdl qs product categories and covers a wide range of global markets (>50 countries),

due to its agnostic portfolio. Given the business segment similarities, which are

also reflected in the firms' accounting, Adidas is Nike's main global competitor.

Puma SE: Puma, founded in Germany in 1948, generated sales of 9.33 $bn in

FY23. The company competes with Nike in all key business areas, like Adidas.
Beyond sportswear and gear, Puma also focuses on stylish performance
pllm products in the areas of fragrance, eyewear, and watches.

Anta Sports Products Ltd: Since its foundation in China in 1991, Anta has
expanded rapidly with ~9,000 stores globally and recorded sales of 7.79 $bn in
FY23. Anta is now at eye level with Nike in Asia where it surpassed Nike’s sales
in 2022 (nicekicks, 2023). Following the acquisition of Amer Sports in 2019, the
firm added brands such as Wilson, Salomon, and Atomic to its portfolio. Anta
increased its market share in China from 13.10% (2028) to over 20% in 2023.
Worldwide, its market share has doubled, making Anta the fourth largest
sportswear market player with 3.40% (2023) and by market capitalization
(Euromonitor International, 2024). The firm is expanding beyond China in the
ANTA global market. Anta just secured its first major NBA endorsement by signing a
five-year contract worth 125 $mn with eight-time NBA All-Star Kyrie Irving. This
deal came after Irving ended his association with Nike (nicekicks, 2023). For
instance, Anta strengthened its brand by partnering with the International
Olympic Committee (IOC) to provide sportswear for the 2022 Winter Olympics in

Beijing, similarly to how Nike engages in major strategic events.

Under Armour, Inc.: Founded 1996 in the US, Under Armour achieved sales of
5.90 $bn FY23. The company offers high-performance sportswear and competes
directly with Nike, particularly in the field of athletic apparel. The missing

comprehensive portfolio shows in the market share, only in North America Under

Amour is represented in the top five with 3.40%, worldwide considerably lower.
UNDER ARMOUR

Asics Corporation: Asics, founded 1949 in Japan, is known for high-quality

running shoes and sports equipment, with sales of 3.82 $bn FY23. Asics

aSIcs competes directly with Nike in running and athletic equipment. Like Under
Armour, the product portfolio is rather limited compared to Nike.
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To conclude, some of Nike's competitors hold strong niche advantages that pose
potential risks to the company. However, Nike maintains a significant competitive
edge through its extensive product portfolio for all sports and market leadership
across every region, an aspect that none of its peers offer except for Adidas.
However, if we consider up-and-coming players such as Anta or On Holding (On)

from Switzerland, our industry rivalry risk assessment is moderate to high.

Threat of new entrants: Although Nike enjoys high barriers to entry due to its

established brand reputation, market share, economies of scale, and extensive
advertising investments, the sportswear market has seen notable entries like On.
On, founded 2010, has carved out a niche segment with innovative designs and
a focus on running technology, rapidly gaining market share (1.33 $bn FY23
sales). In both Western Europe and North America regions, On already has a
market share above 1% which makes it stronger than some established brands.
Besides, the direct comparison with Nike is not accurate, as On is mainly active
in the footwear segment while Nike has a comprehensive sport goods portfolio,
thus a automatically larger shares. Nonetheless, Roger Federer is already On’s

Women's tennis world number ] . .
one Iga Swiatek is contract brand ambassador, and Iga Swiatek, the world number one in women's tennis,

partner of On has just entered a cooperation for her tennis apparel and footwear equipment.
Although we do not rate On as a similar competitor for Nike on a global level due
to its significantly smaller sales, this Swiatek partnership shows that entrants
such as On represent a serious risk for Nike in dedicated areas. This hits Nike's
tennis brand repute strong and has a signalling effect (Forbes, 2023). Similarly,
Anta Sports has risen swiftly by punctually leveraging aggressive expansion and
strategic endorsements. However, it is still difficult for any newcomers to

establish a general global footprint. Hence, we consider the risk to be moderate.

Threat of substitutes: Although sportswear and gear generally have few direct

substitutes, lifestyle changes, and fashion trends can shift consumer preferences.
Additionally, the ongoing cost-of-living crisis has increased interest in private
label products, which are less expensive alternatives to branded sportswear.
Retailers like Target and Walmart but also clothing brands such as Zara or H&M
have been enhancing their sportswear lines, offering competitive quality at lower
prices. Even though this might divert shoppers away from premium brands such
as Nike, we consider the risk to be low, as private labels are more attractive for

daily use fast-moving consumer goods like, for instance, laundry detergent.

Bargaining power of suppliers: Nike's scale and global presence give it

considerable leverage over its CMs, allowing it to negotiate favourable terms. As
of May 31%t, 2023, Nike's CMs operated 123 footwear factories across 11
countries and 291 apparel factories in 31 countries. Cross-segment, 5 CMs

account for above 10% of finished goods sold. Nike deliberately limits its
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dependence on single suppliers with multiple factories. The larger the CM's
contribution, the greater the supplier's bargaining power. Nike is also indirectly
sourced by 146 tier-2 suppliers, who provide base materials for footwear and
apparel products. Ensuring operational integrity in such a diverse supplier base
to uphold high production standards and ethical practices further restricts Nike’s

bargaining dominance. Hence, we consider the risk to be moderate.

Bargaining power of buyers: Globally, Nike's sales approach combines both

Nike assumes that the power
of consumers to push brands B2B and B2C channels. Large retailers and distributors, forming a significant part
has never been stronger of Nike's B2B sales (56%), have leverage due to their size and sales volume,
which allows them to exert pressure on pricing and terms. However, Nike's
growing B2C segment through Nike Direct, mitigates this power by enhancing
direct consumer engagement. Linking to the above Gen Z consumer behaviour
findings, Ann Miller, executive vice president and chief legal officer at Nike,
acknowledges that: "Consumers' ability to influence and push brands is stronger
than ever.” (McKinsey & Company, 2023). This is mainly due to on-demand
digital services and vast product availability across the market. Nonetheless, the
overall bargaining power of buyers remains modest based on Nike's strong brand
presence and diversified sales strategy, limiting individual buyer's influence over

the firm. We consider the risk to be low.

Complementary, a SWOT analysis detailing Nike's internal strengths and
weaknesses, as well as its external opportunities and threats is presented in
figure 65 in the appendix. Based on this additional assessment layer focusing on
firm specific circumstances the following strategies can be derived to ensure

Nike's competitive advantage within the dynamic sportswear market in the future:

Strength-Opportunity: Nike can leverage its strong global brand, iconic products,

and extensive R&D efforts to penetrate emerging markets like India and China,
while expanding digital transformation efforts and sustainability initiatives to

enhance market share and revenue growth.

Strength-Threats: Nike needs to mitigate the impact of economic downturns and

global political instability by ensuring product availability through robust supply

chain strategies and, hence, maintaining consumer loyalty.

Weakness-Opportunity: Nike can leverage opportunities in emerging markets and

digital transformation to diversify its supply chain and reduce over-reliance on

brand reputation by driving fast-paced innovation to market.

Weakness-Threats: Nike might consider to diversify its manufacturing locations to

reduce dependence on Vietnam and continuously invest in innovation to stay

ahead of the emerging competition.
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Nike recorded declines in
sales and profitability during
the COVID-19 pandemic,
followed by arapid recovery

Hist. EBIT '19-'23
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Figure 33: Hist. EBIT '19-'23 — Source: AR 2023

Hist. Revenue '19-'23
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Figure 34: Hist. Revenue '19-'23 — Source: AR 2023

Hist. Operating Cashflow '19-'23
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Figure 35: Hist. Operating Cashflow '19-'23 - Source
AR 2023, own analysis

Historic Financial Performance

Nike operates in a cyclical industry. Its performance is closely linked to economic
cycles, with demand typically increasing during economic upturns and decreasing
during recessions. These fluctuations are driven by changes in consumer
purchasing power and confidence, which coincide with economic cycles. For
instance, pre-COVID-19 sales totalled 39.12 $bn with YoY growth of 7.5% and
fell to 37.40 $bn by FY20 end, a decline of -4.38%. Firstly, global uncertainty and
concerns about their own existence meant that many people paid less attention
to sport. Secondly, both professional and amateur sports were largely
discontinued, which led to a sharp decline in demand for fan merchandise and
sports equipment. Furthermore, over 90% of Nike's shops worldwide had to
close, including a complete lockdown in China, a key growth market for Nike. In
addition, most of the production facilities, particularly in Vietham, where 50% of
Nike's footwear and 28% of its apparel production takes place, were closed for
months. This in combinations with the overloaded global supply chains doubled
delivery times from 40 to 80 days. This is the time it took a Nike finished product
from production plant to shelf. The risk of empty shelves was significant. In
addition, the digital business could not immediately compensate for the loss of
sales due to above mentioned reasoning. In 2020, profitability also fell to a low,
while in previous years an EBIT margin of 12.20% was held constant, this fell to
8.33% during COVID-19, which corresponded to an absolute EBIT of 3.12 $bn.
This had a significant impact on net income, which amounted to around 2.55 $bn

in 2020 and a corresponding net income margin of 6.83%.

In the next period, FY21, the business recovered rapidly, and Nike even
surpassed the pre-COVID-19 mark straight away with sales 44.54 $bn,
representing a growth of 19.08%. Along with this, FY21 shows a topline driven
spike in operating free cash flow (FCF), which had direct implications on the
share price, having reached its past five-year peak at that time. For Nike, on the
other hand, the digital performance improvement has paid off. The strong e-
commerce performance positively impacted operating FCF by enabling lower
operating costs, more efficient warehousing, increased sales potential through
global accessibility, improved scalability, and faster cash collections. Generally,
consumers gradually got used to the new normality, which led to an increase in
sports activities, especially individual sports. Large events also began to take
place again, though under strict hygiene regulations. The increase in home office
work worldwide led to increased demand for comfortable sportswear for use at
home. By the end of FY23, over 90% of Nike's stores worldwide had reopened.

The production facilities that were affected by the closures were partially
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relocated to other Asian countries, which restored the functionality of the supply
chain. Nike's digital business quickly picked up speed as people increasingly
shopped online during the pandemic. The firm offered convenient digital
solutions. Profitability figures also increased again. Already in FY21, EBIT
increased to 15.58%, corresponding to an absolute value of 6.94 $bn, and net
income recovered to above pre-COVID-19 levels of 12.77% and even ~1%
beyond, corresponding to an absolute value of 5.69 $bn (FY21). Nike continued
to grow until 2023, but at a much slower rate than in previous years. While sales
amounted to 46.71 $bn in FY22, corresponding to a growth of 4.88%, EBIT
decreased to 14.29% from 15.58% in 2021. Nike reached a sales peak in 2023
with 51.22 $bn in sales. However, profitability continued to decline relative to
sales, with the EBIT margin falling to 11.55% and the net profit margin to 9.12%,
representing 5.92 $bn (EBIT) and 4.67bn respectively in absolute terms. Figure

36 shows the historical development of Nike’s key financials.

Key financial development
50.0%
45.0%
40.0%
35.0%
30.0%
25.0% \//\
20.0%
15.0%

10.0% \/ ——

5.0%

0.0%
2019A 2020A 2021A 2022A 2023A

Gross margin ——EBITDA EBIT Net Income

Figure 36: Nike's hist. key finacial development — Source: Annual Report 2023

We avoid going into detail on the EBITDA figure here and in subsequent sections

D&A and CAPEX development in $bn

700 of the report, as Nike itself does not report EBITDA in its annual report and we
00 want to maintain comparability with other industry participants. Nevertheless, we
I I I have calculated an adjusted EBITDA by adding depreciation and amortisation

(D&A) to EBIT. Yet, this does not ensure full comparability. Specifically, D&A for

2019 2020 2021 2022 2023

assets used in manufacturing, warehousing, and product distribution are included
F 37: D&A and CAPEX d | tin $bn - . . .
Source: Annual Report 2023 in the cost of sales and not recognised separately in the balance sheet.

Although EBITDA has become a reformulated component of our financial
analysis of Nike, particularly as D&A is not included in the detailed income
statement, Nike is characterised by a high level of transparency in the disclosure
of these components. This transparency makes it much easier to analyse the
historical development of these items. Over the last five years, Nike has had a
remarkably stable ratio of D&A to PP&E, with an average of ~51%. This supports

our analysis to calculate D&A for the forecast period based on this average. The

PAGE 17/44



NIKE INC (NKE:US) COMPANY REPORT N _VA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

stability in the D&A and PP&E ratios to sales growth also indicates a stable trend
in capital expenditure (CAPEX). D&A increased from 4.80 $bn in 2019 to 5.63
$bn in 2023, which corresponds to a 4.11% CAGR. CAPEX developed from 4.99
$bn in 2019 to 6.25 $bn in 2023, which represents a CAGR of almost 6%.

Business Forecast & Value Drivers

Revenue Forecast

. As Nike's sales are closely linked to the development of the sportswear market
Projected sales to reach 79.42 y P P

$bn by 2030, implying a global  as a whole, we assume based on our analysis that Nike's growth will be in line

market share of ~17% with the growth of the entire market. For 2022 and 2023, Nike's market share is

estimated at 16-17%, with minor fluctuations in subsequent years. In the first

Revenue Forecast

«  three guarters of FY24 cumulated, growth was only around 1% compared to the

same period in the previous year, according to Reuters. This is due to certain

2,00%
10000

|

e I I products being cut back for cost reasons, the direct-to-consumer (DTC) strategy
i | . for running shoes being less effective, and increased competition from innovative
HW;; REVMT‘SFO,PC“ SOU,wOwnaﬂalm brands such as On and Hoka (Reuters, 2024). Our forecast shows that Nike will
reach 79.43 $bn in sales by 2030, up from 51.22 $bn in 2023, representing a

CAGR of 6.47% (’23-’30). This value is slighly below the projected market growth
of 6.58% CAGR (‘23-'28). The difference arises from Nike's weakened budgeting
year, FY24. Q1-Q3 in FY24 performed below expectations. As we do not expect
Nike to make up the growth deficit in Q4 vs. total FY23, we have included the

lower ~1% growth in F24 in our model.

Moreover, Nike’'s focus on direct sales to consumers increases mainly by
expanding the digital channel. This ambition is highlighted in its “Consumer Direct
Acceleration” strategy, which aims to harness the power of e-commerce.
According to our analysis, Nike's online revenue share in 2023 amounted to
around 34% of total sales, which equates to ~17.6 $bn. In our forecast, we
assume that Nike will further strengthen its digital direct sales channels and

achieve a digital share of up to ~50% of its total business by 2030.
= Footwear

Footwear revenue and market share Nike, including its subsidiary brand Converse, is undoubtedly the leading player
development
in the international footwear market, with a significant market share of around

50000 2500%

24.5% in 2023. Nike's strategy combines wholesale and direct sales, with a

30000 24,60%

significant share of sales generated through direct sales channels such as its

own Nike stores and the e-commerce platform “SNKRS”. In FY23, Nike realised
Total Footwear Revenue %-market share
Figure 39: Footwear revenue and market share SaleS Of over 35.53 $bn (inCI- ConverSE) in the fOOtWGar Segment alone. We

development — Source: Own analysis

expect the footwear market to grow at a CAGR of 5.95% and Nike to reach sales

PAGE 18/44



NIKE INC (NKE:US) COMPANY REPORT N _VA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

of 53.30 $bn in 2030, which justifies a stable market position and market share of
24.92% (average of the last three years). Converse, known for its iconic Chuck
Taylor All-Stars, also contributes to Nike's success. The brand generated sales of
2.43 $bn in 2023 and benefits from its strong global presence and broad
acceptance across various consumer groups. According to our analysis, sales for
this sub-segment of Nike will amount to 3.64 $bn by FY23. Consumers associate
the Converse brand with shoes. Due to the fact that athletic sneakers are
increasingly worn by consumers for leisure time and the brand identity of
Converse embodies not the performance but the lifestyle idea, the forecasted

Converse growth is based on overall footwear market growth.
= Apparel

Nike with its apparel category holds an implied market share of 7.20% in 2023

Apparel revenue and market share development

"™ and due to modest growth in the following year only a share of 6.77% in 2024.

20000

15000

Based on our analysis, the market share will increase again to a level of 7.03%

by 2030. The projected market position is the result of a well-defined marketing

and distribution strategy that includes both direct sales and strategic partnerships

2024F  2025F  2026F  2027F  2028F  2029F  2030F

Total Apparel Revenue - Y-market share with wholesalers. Nike wants to make a more conscious decision for wholesalers
Figure 40: Apparel revenue and market share i i .
development — Source: Own analysis and has already parted ways with partners such as Urban Outfitters in 2020.

Hence, it has optimised its marketing spend and is increasingly relying on digital
channels to drive direct customer access. Based on this, we anticipate a sales
volume of 21.11 $bn by 2030, which corresponds to a CAGR of 6.21% compared
to sales of 13.84 $bn in 2023.

= Equipment

Like it is the case for Adidas, the sports equipment product category is not a

significant revenue driver. This explains the low market share and sales in 2023
Equipment revenue and market share

development of 2.56% and 1.73 $bn, respectively. We do not expect Nike to be able or willing

3.000 2,56%
2,56%

. to expand its market position here in particular. This is in line with Nike's strategic

25500

2.000

.
I I H I I I 2. approach to this segment. In the past Nike has experienced that such niche

g

2,56%

»»  products are particularly competitive and that the risk of sunk costs should be

2,56%
2004F  2025F  2026F  2027F  2028F  2029F  2030F

et ket shire carefully assessed. Investments doomed to failure should be avoided. As was the
Figure 41: Equipment revenue and market share
development — Source: Own analysis case with “Nike Golfball’, where Nike although they entered major advertising

partnerships with top athletes exited the market quickly. Nike realised that this is
not its core strength. In our forecast, we expect the market share to remain
constant which implies sales growth at a CAGR of 6.59% until 2030 totalling to
2.70 $bn.

Business Segment Analysis
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Forecasting Nike's profitability is complex due to the company's reporting
structure, as only EBIT is published on a geographical level. As Nike considers
parts of its D&A to be operating costs, this means that we do not have access to
the corresponding EBITDA figures, nor can we present profitability at the product
level. For these reasons, and as part of our restatement, we have assumed that
we add D&A to EBIT to arrive at our adjusted EBITDA. Our financial model
shows that Nike's EBITDA was relatively stable from 2018 to 2023. The lowest
point was ~21% (7.92 $bn) in 2020, impacted by COVID-19, and the highest was
~27% (12.01 $bn) in the subsequent period, FY21. Our forecasts assume an
EBITDA margin of 24-25% (12.81 $bn) in 2024, which remains stable throughout
the projection period and reaches 24.7% (19.65 $bn) in 2030.

In 2023, gross profit was 22.29 $bn while the margin was around 43%. We
Hist. Gross Profit '19-'23 . . . . .
loogy 21479 22,292 expect gross profit to grow with 7.16% CAGR until 2030, leading to a projected

AT 16241 gross profit of 35.36 $bn and an increase in margin to around 45%. This

development is reinforced by Nike's strategic decision to be less dependent on

2019A 2020A 2021A 2022A 2023A intermediaries, leading to higher gross margins. Consumer goods sold via the

Gross profit indirect channel have the disadvantage that the product margin must be shared

o S Cross profivag-zs souree Ameel - with the middleman. Especially in tight margin situations, Nike is unable to pass

on the margin reduction to the wholesaler in a timely manner. Thus, Nike
attempts to reduce the middleman's share of sales to have to give up a smaller
share of its gross profit.

= North America

Nike North America is considered the company's flagship segment, with sales of

North America revenue forecast
21.61 $bn in 2023, it is the largest by sales volume, however the EBIT margin is

30000

25000

I I - I ~one of the lowest with an average EBIT margin of 25%. Nike's EBIT margin here
o i I I I I I is mainly influenced by competition from other sportswear brands such as

5

8

0

Adidas, Asics, Puma or Anta Sports. Anta, for instance, distinguishes itself in

20248 2025F  2026F  2027F  2028F  2029F  2030F

— e % of group sales

particular through its efficient control of production and distribution channels.

Figure 43: North America revenue forecast — Source:
Own analysis

Unlike Nike, which relies on CMs and retailers, Anta has its own factories and
significantly more own shops, which enables the firm to bring new product lines
to market faster. With Nike's initiative to focus more on direct sales to expand this
agility, we see improvements and thus an increase in the margin in North
America to between 26-27% (FY30) as justified, which is in line with the

competition.
= EMEA

Nike has recorded a historical EBIT margin of around 22% in the EMEA region in

previous years, rising to around 26.4% in 2022 and 2023. This increase was
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driven by several factors, including more efficient operations and increased
FIMEA revenue forecast .. market penetration through direct sales and digitalisation. These factors
contributed to a reduction in costs and a better margin control. However, we

“  forecast a reduction in the EBIT margin for 2024 to around 22%. In addition,

5.000

) according to our analysis, the decline in sales is influenced by the very strong

competition in the region, especially the increasing presence of brands such as

i]gaf'yﬁfd: FHIEA evenue forecest Souree: Onn Anta and Li-Ning, which are expanding their global footprints and offering
competitive products in terms of price and quality. These brands have gained

strategic advantages through their vertically integrated production processes and

fast time-to-market. Due to these challenges, in addition to regulatory

requirements that imply increased costs and are further explained in the ESG

report, we expect EBIT to grow from 3.53 $bn (FY23) to 4.71 $bn in 2023, but

EMEA to be replaced by China as the second largest profitability driver. In terms

of sales, EMEA remains the second largest market and will reach sales of 20.01

$bn by 2030.
= China

In recent years, Nike has achieved a significant EBIT margin in China, but this

China revenue forecast

14000 17%

has changed due to various challenges. In 2023, Nike recorded an EBIT margin

12000

10000

of 31.50% in China, but a decline in sales to 7.25 $bn compared to sales of USD

8.000

6.000

7.55 $bn in 2022. These results were driven by increasing challenges Nike had to

overcome caused by supply chain issues, COVID-19 related disruptions, and

20248 2025F  2026F  2027F  2028F  2029F  2030F

qure 45: Groater C::ﬁ rev:::::;:oast—Source inflation. Nike has built a significant brand reputation, particularly in China, by
Own analysis introducing customised products for the local market. For instance, Nike has
responded to the growing popularity of basketball in China by developing
specialised basketball shoes and equipment. In addition, Nike has created
products specifically for popular sports in China, such as table tennis and
badminton, targeting both professional athletes and amateurs. This is reinforced
by our market analysis, which shows clearly that China has the highest expected
market growth (10.33% CAGR) among the regions. Hence, it has been
considered in our forecast and explains why China is by far the most profitable
segment. Overall, we forecast sales of 14.96 $bn and an EBIT margin of around

34.5% for China by 2030, which corresponds to an absolute EBIT of 5.13 $bn.
= APLA

With sales of 6.43 $bn and EBIT of 1.93 $bn in 2023, APLA is the smallest
regional sales market. However, the EBIT margin is of great importance here, as
the historical average was around 27%. Nike is also aligning its strategy
accordingly due to the increasing importance of e-commerce, especially within
the APAC and LATAM markets. Due to the growing importance of DTC
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businesses, which are anchored in Nike’s future strategy, we see an increased

APLA revenue forecast

= gignificance for this sales market. Taking these aspects into account, we have
5000 forecast revenue growth of 2% for the APLA market in 2024 and expect a
significant improvement in the EBIT margin. This is also confirmed by the

quarterly reports, which show growth of around 3%. Overall, we consider the

12%
20248 2025F  2026F  2027F  2028F  2029F  2030F

development in APLA to be significant. Sales in 2030, prospected, amount to
g.‘%?'yr;;m' AR e forecast = sauree onn around 9.77 $bn with an EBIT of 2.83 $bn, which corresponds to an EBIT margin
of 29%.
Liquidity

In recent years, Nike has demonstrated significant financial stability, particularly
by maintaining robust liquidity ratios. Here are the specific details and rationale

that support this development and justify the use of these averages for future

projections.
Nike's Liquidity - average of ’19-'23
1,9
18 ., 18
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Figure 47: Nike's Liquidity - average of '19-°23 - Source: Annual Report 2023, own analysis

Nike's average historical current ratio has been stable at 1.9x. This suggests that
Nike consistently has twice as many current assets as current liabilities,
indicating a strong liquidity position. This consistent value is equal to the industry

benchmark, which is also 2.0x.

Nike's average historical quick ratio is slightly lower with an average of 1.1x
compared to the industry average of 1.4x. This ratio shows that Nike has less
cash and cash equivalents to cover short-term liabilities than some of its
competitors, which is mainly due to supply bottlenecks that competitors such as
Adidas have also had to contend with. This also meant that Nike has been forced
to introduce aggressive discounting campaigns in response to this to reduce
excess inventory, which has, however, had a negative impact on profit margins in

recent years and especially in 2023.

Nike’'s average historical cash ratio is 0.5x, which is lower than the industry
average of 0.9x. This low ratio is primarily due to the high commitment to
operating cash. To ensure that we are making a reasonable and valid

assumption here, given its significant importance in the valuation section, we
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spoke to industry experts in the wholesale and retail segment who are not only
familiar with the sports segment but have also worked with Nike. They confirmed
to us that Nike, in particular, places a high value on liquidity management and
deliberately has a high operating cash rate of around 6-8%, which resulted in our

average of 7%, which was also assumed for our forecast.

Nike vs sportswear industry - historical average

Liquidity
19 2,0
14
11 0.9
. =
Current Ratio Quick Ratio Cash Ratio

m Nike Sportswear industry

Figure 48: Nike vs sportswear industry - historical average Liquidity — Source: own analysis

Cash Conversion Cycle

) Average Holding Period (AHP): In 2023, Nike had a AHP of 108 days, which is
Nike's CCC 2023 of 99 days — ] ) ) .
significantly above industry lower than the industry average of 137 days. This shows that Nike turns its
average of 38 days, mainly inventory faster than its competitors, indicating efficient production and

due to lower DPO o
distribution processes.

Average Days Sales Outstanding (DSO): With a DSO of 34 days, Nike is also
below the industry average of 40 days here. This means that Nike receives

payments from its customers faster, which has a positive liquidity impact.

Average Days Payable Outstanding (DPO): Nike has a significantly shorter figure

of 42 days compared to the industry average of 144 days. This could indicate that
Nike settles its liabilities more quickly, which can strengthen the relationship with

suppliers, but also puts pressure on liquidity in the short term.

Nike's CCC - average of '19-'23

127 122
107
95 102
49
Average Holding Period Average Collection Period Average Payable Period

2019A + 2020A = 2021A m2022A m2023A

Figure 49: Nike's CCC - average of '19-'23 — Source: Annual Report 2023, own analysis

Nike's Cash Conversion Cycle (CCC) shows how efficiently the company
manages its working capital. In 2023, Nike's CCC was 99 days, which is
significantly higher than its competitors' average CCC of 38 days. This is mainly
because Nike has a significantly lower DPO compared to the industry, while the

inventory turnover period and the days sales outstanding are much lower in
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comparison. As the values have remained very constant in the past, we have

decided to forecast the current assets and liabilities based on % of sales.

Nike vs sportswear industry - historical average CCC

137 144
108
34 40 42
Average Holding Period Average Collection Period AveragePayable Period

m Nike Sportswear industry

Fiaure 50: Nike vs sportswear industrv - historical averaae CCC - Source: Own analvsis

Capital Structure

Nike significantly increased its debt-to-equity ratio from 38% in 2019 to about an
average of 104% in the following, in particular by recognizing operating lease
liabilities, which account for a significant proportion of financial debt. This change
is due to the introduction of Accounting Standards Update (ASU) 2016-02,
Leases (Topic 842), which requires companies to recognize lease obligations on
the balance sheet (FASB, 2024). This adjustment resulted in Nike and others
such as Adidas, recognizing a significant portion of its liabilities from operating
leases. In 2020, Nike also substantially increased its long-term debt, which
significantly increased the company's debt balance. This increase underscores
Nike's strategic adaptation to the uncertainties and financial adversities
presented by the COVID-19 pandemic, aiming to bolster liquidity and safeguard
investments in long-term growth, thereby mitigating the potential risks associated
with failing to fulfill its balance sheet obligations. Historically, Nike has had a
significantly higher leverage ratio compared to the average of its peers, which

was at 54%.

Although the debt-to-equity ratio is comparatively high, the assessment of Nike's
operating efficiency in terms of covering balance sheet obligations shows that
Nike operates at a lower debt-to-EBIT ratio of 187% compared to its peers, which
have an average debt-to-EBIT ratio of 222%. This suggests that Nike can cover

its liabilities more efficiently through operating profit.

Nike's solvency ratio, calculated on the bases of equity-to-liabilities, historically
stands at 58%, which is significantly lower than the average of its competitors,
which is 100%. This emphasizes, once more, that a lower proportion of Nike's

total liabilities are covered by equity.
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Moreover, Nike's financial autonomy, as measured by its equity-to-assets ratio,
which historically stands at 36%, shows that a lower proportion of its assets are
financed by equity compared to 47% for its peers. This illustrates that Nike
pursues a different financial strategy, which indicates that a higher proportion of

its use of funds is financed by debt, implying an increased risk of default.

Nike's Capital Structure evolution - average of ’19-'23

1,8
16 18
1
© o8 0.7 06 05 06
04 03 9 04 o3 03 04
B [ ] ——
Debt to Equity Debt to EBIT Solvency Ratio Financial Autonomy Ratio

2019A ' 2020A ©2021A m2022A m®2023A

Figure 51: Nike's Capital Structure evolution - average of '19-'23 — Source: Annual Report 2023,
own analysis

Overall, the higher level of debt can be attributed to strategic decisions. Nike has
chosen to hold significant cash reserves while continuing to invest in growth
areas. At the end of 2023, Nike's debt level was 11.72 $bn, while they had
excess cash of 3.86 $bn, resulting in a net debt of 7.86 $bn. Despite an ~15%
decline in EBIT last year, Nike's ability to convert a significant portion of its EBIT
into free cash flow (~187% of EBIT) shows that the company is better positioned
to manage its debt effectively than the industry average. This underscores the
company's financial stability and capital management capabilities despite its debt
burden. Nevertheless, it cannot be overlooked that Nike has a relatively higher
level of debt in relation to equity and invested assets compared to its competitors.
This suggests an increase in refinancing costs, since higher leverage is typically
perceived as increased risk by lenders, thus imposing higher interest rates or

increased covenants.

Nike vs sportswear industry - historical average Capital Structure
222%

187%

104% 100%

54% 57%

. =

Debt to EBIT Solvency Ratio Financial Autonomy
m Nike Sportswear industry Ratio

47%

Debt to Equity

Figure 52: Nike vs. sportswear industry - historical average Capital Structure — Source: own
analysis
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Valuation

Cost of Capital

= Cost of Equity

We use the Capital Asset Pricing Model (CAPM) as a method for determining the

Cost of equity 2025 ™
Risk free rate 4.6% 4.6%
oebifEauity o J=  cost of equity. We determine the equity beta by regression analysing the return
Equity be 067 067

Equity beta {levere:

i on Nike shares in relation to the MSCI World Index, which serves as our

Market risk premiurr 0.04 0.04
Cost of equity 6.41% 6.44%

Figure 53: Cost of equity — Source: Own analysis benchmark. To do this, we use monthly data from the last five years. We then

adjust the resulting equity beta using the current debt ratio and set it to our

. Gostofcapital forecasted target debt-to-EV ratio. Nike's debt structure is based on the

. assumption that the debt-to-sales ratio remains stable, as operating leases in

particular link the debt burden to Nike's sales. During the COVID-19 crisis in

”‘ 2020, this ratio was temporarily above 25%, but it turned out that these were one-
—CostofDebt ——Costof Equty —WACC off effects and Nike is strategically aiming to reduce its debt. In the long term, we

Figure 54: Cost of capital development — Source: own . -

analysis therefore expect the debt-to-sales ratio to stabilise at around 18%. In our

dynamic DCF model, we continuously calculate the debt to EV ratio, forecasting
a ratio of about 9% to 11% from 2024 to 2030. Our analysis yields an equity beta
of 1.16. To check the plausibility of our results, we compare them with the equity
beta values of companies from the peer group that we take into account in our
valuation approach. After adjusting the beta values of these companies to our
assumed target debt ratio, we arrive at a re-levered equity beta of 0.46. As an
approximation for the risk-free interest rate, we use the current yield on ten-year
US government bonds, which is 4.58%. We calculate the excess market return
as the historical median of the MSCI World Index over the last twenty years,
which is 3.99%. Taking these factors into account, we calculate the cost of equity
at 6.40%, as displayed in figure 54. Uncertainties in the derivation of the CAPM
factors, such as the determination of the equity beta, are taken into account in

our sensitivity analysis down below.
= Cost of Debt

We have calculated the cost of debt based on the credit ratings of the peer group

o — firms. Our analysis resulted in a rating of A-. With this rating, the yield on na
- average ten-year A- rated US Corpoarte bond is 5.47%. To avoid double-
- counting for the possibility of default, which is already included in the cash flow

ol w;;sforivus cO:orate;Zvnas o calculation, we have adjusted this rate by the annualised ten-year probability of

Figure 55: Yield Curve — Source: Refinitiv

default for companies with the same rating (0.2) and the average loss given
default for companies with the same rating (41.43%). The resulting cost of capital
of the debt is 5.24%.
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= WACC Calculation

As we choose to apply the DCF method, we calculate the WACC in order to use

Cost of capital 2025 v

b/ev 9.4% 11,1% it for the discount rates. This method includes the standard WACC calculations,
Debt/Equity 95,8% 96,0%

Eq:nyb beta (unlevered 0,67 067 taking into account the values described above. To obtain an accurate
Debt beta 0,16 0,16

Equity beta levered) 116 116 representation of our financial model, we have developed a continuous WACC
Peer group beta (levered) 0,46 0,46

ey o o based on a dynamic D/EV ratio (see above). The WACC for the discount year
whce 592% 583% 2025 to derive the value as at 31 December 2024 is 5.92%.

Figure 56: Cost of capital — Source: Own analysis

Discounted Cash Flow (DCF)

We believe that the DCF method provides the most comprehensive analysis of
the cash flows generated by Nike's operations. The DCF method is ideal for
valuing Nike as the company generates stable and predictable cash flows due to
its strong global presence and established market position. Nike operates in a
mature market, making the DCF method suitable as it takes into account
operating cash flows and market position without the need to consider complex

financing structures.

To calculate the EV, the operating free cash flows or cash flows to the company

Key valuation ratios

e = are discounted at the risk-adjusted cost of capital assuming a standard growth
w7 ] /\/,_/ i rate of 2.00%. As we have calculated a continuous EV, this results in an EV of

150.000 0%

o w 150,775.14 $mn as of 31.05.2025, which we have then discounted using the

&8 WACC (as explained above), which is 5.92%. Since Nike's fiscal year ends on

50,000

&
S
o

o
%
o

v o9 & & &
3 F o &

¥ 3
o o
\Z % U
L S S S S S S S

igure 57 K;:E::“:‘y”;os7';’?%6 :’w’i - 31/05 of each year, we need to account for the periodic difference to derive the
EV as of 31/12/2024, which is otherwise impossible to obtain. Additionally, we
also need to discount the free cash flow for 2025 (accounting for periodic
difference as well), and when we add this to the discounted EV, we derive an EV
of 148,645.53 $mn as of 31 Dec 2024. To arrive at the final equity value used to
calculate the target price, we subtract the net debt of 12,031.78 $mn, which is
total financial debt less excess cash, and since Nike holds O minority interests,
we get an equity value of 136,614.75 $mn. Since Nike has 1.504 mn shares
outstanding, we can divide the equity value by the number of shares and derive a

price target of $90.83 (figure 66 in the appendix).
Comparable Company Analysis (CCA)

Nike’s CCA valuation falls in Peer _group selection: Although there is considerable competition in the

line with multiple expectations industry, suitable peers for Nike's relative valuation are limited. We have

in an average share price of ) N ) o .

$93.18 categorised our competition based on three main factors, that limit us to five
competitors, namely the size of the company, geographies, and the span of

product offerings. To illustrate this, we have compared the market shares of the
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two largest players in the world, Nike and Adidas (figure 58). Appendix
68 displays margins, sales, and the rationale behind our decisions to include or

) ) exclude peers from the valuation. Adidas, Puma, Anta, Under Armour, and
Nike vs. Adidas market share

comparison (in %) Asics are among the most comparable peers. These firm's business models and
18 18 23 17 . . .
mn’ m :10 9 10 the clients they serve are what most closely resembles Nike. We also included
World - Noth — EMEA  Greater  APLA Nike's own multiples. As mentioned in the industry analysis section under
uNike - Adidas Industry rivalry, we have created a matrix that recognises Nike's most similar
Figure 58: Nike vs. Adidas market share comparison . . .. .
(in 9%) — Source: Euromonitor International, 2024 peers based on global footprint, product portfolio similarity and sales volume

(figure 64 in the appendix). These most similar peers are considered in the CCA.

Multiples selection: Nike's operational strategy and industry characteristics

strongly justify the use of EBIT in multiples valuation. Given that Nike operates in
a less capital-intensive sector, where the company significantly limits its
investments in heavy physical assets and manufacturing facilities, the impact of
D&A on its financial performance is comparatively minor. This context aligns with
the nature of retail businesses where CAPEX is typically lower and the
depreciation component does not substantially distort operational earnings.
Therefore, using EBIT as a metric for valuation is more appropriate for Nike. It

Using the EBIT multiple is
suitable for Nike's CCA provides a clearer view of the company's operational profitability by including all

valuation operating expenses, which are crucial for a comprehensive analysis but avoids
the distortions that D&A might introduce in a less capital-intensive environment.
In Addition, the comparability factor cannot be neglected. Nike does not show its
own EBITDA value in its balance sheet and puts part of its D&A in the cost of
sales and another part in operational overhead expenses. For this reason, the
effects of D&A are not directly visible in the annual report. Although some of its
peers, such as Adidas, have similar business models and thus similar reporting
practices, other firms, such as Anta, are set up differently. Anta produces a
significant proportion of its finished goods using in-house assets, which clearly
differentiates the importance and extent of D&A. Our main indicator therefore is
the EV/EBIT multiple because it ensures that the valuation accurately reflects
Nike's true earnings potential from its core business activities, making EBIT a
more relevant and reliable indicator in this specific industry among the peers.
D&A plays a crucial role in sustaining business operations and growth for Nike,
thus adjusting for D&A, provides a more accurate representation of the
underlying economic reality of such businesses. Nevertheless, we acknowledge
that the EV/EBITDA multiple is generally considered to be more robust in the
financial literature, especially by Koller et. al, which is why we have also decided
to include the EV/EBITDA 2024 multiple in our analysis. We calculated the
EBITDA value ourselves.. We also consider the EV/Sales multiple to be relevant

because it is less susceptible to short-term fluctuations in earnings. Companies
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that make significant investments in R&D or marketing may have temporarily
lower profits, although their long-term growth prospects are solid. This is the case
for Nike and its peers. The EV/Sales multiple thus provides a firmer valuation

basis as it is less affected by periodic spending.

Thereby, we used forward earnings estimates normalized for unusual items
instead of historical figures, as they better reflect future cash flows and provide
more consistent valuations - EV/EBIT 2024 multiple (T. Koller et. al, 2020). The
assessment uses data from 09 March 2023 in Refinitiv. Depending on the source
consulted, we may also come to the conclusion that future values are more prone
to error due to their forcasted character, which is why we focus only on 2024 and
not on 2025 values. In order to corroborate our core multiples of EV/Sales,
EV/EBITDA, and EV/EBIT we have also used LTM based multiples in our
analysis. As we feared that Adidas, the most suitable peer for Nike, may ‘distort’
final values, we cross checked these with the outcomes of our core multiples,
representing the final outcome of our CCA. The distortion arises from Adidas
recording negative EBIT in Q3 FY22. Here we find that the median is very much
in line with what we were anticipating. Figure 69 presents ranges for the share
price that are 10.00% higher and lower than the valuation mean for each method.
Our stock price estimate for a given multiple is the average across all peers and
Nike's own multiples, also included in the analysis.

CCA Outcome: The analysis of the most comparable competitors results in an

average valuation of $93.18 with a range of $85.66 to $104.07. For reasons of
transparency, we have calculated all company valuations in Excel in relation to
EBIT (EV/EBIT), EBITDA (EV/EBITDA) and sales (EV/Sales) for all competitors.
We focused on the periods LTM, 2024 and 2025.

Price Target Sensitivity

o . In addition, we perform a sensitivity analysis to understand the impact of various
Our sensitivity analysis

yields a median share price variables such as equity beta, cost of debt and excess return on the share price.
of $93.01 Our fundamental sensitivities are based on our more traditional valuations, DCF
and CCA. The results of our sensitivity analysis show a median share price of

$92.31 and a mean share price of $91.67.

To complement these sensitivity analyses, we use a Monte Carlo simulation to
analyse the standard deviations of these variables and their impact on the share
price (figure 67). The results of this sensitivity analysis largely confirm our
calculated price target, namely with a median share price of $89.96 and a mean
share price of $92.78. This gives us additional confidence in the robustness of

our valuation and the reliability of the calculated share price.
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Measure

Peers

Nike

C02/Smn
revenue

CO2 scope 3
emissions abs.

CO2 scope 3
emissions

(% fem. mem.)

Supplier ESG
training score

254

1,541,685

14%

33%

384

17,922,200

19%

36%

78

ESG comb.
Score (Ref.)

39

Sustainalitics

score (Morn.)

17

19

Figure 60: ESG analysis table with
comparison between Nike vs. Peers —

Source: Refinitiv, Morningstar

Women make up 51% of
Nike's global workforce.

The average total valuation based on the DCF as well as the CCA results in a
target share price of $93.01, surpassing the current share price of $92.72 by a
total of $1.62 or 1.75%.

Nike valuation overview - incl. DCF and CCA of most similar peers

$93.01

DCF $81.75 4

$99.92
EV/Revenue 560.55 574.01
EV/EBITDA

$113.45

1l
1
1
1
1
1
1 $138.66
1
1
1
1

EV/EBIT 582199 $101.43

s $20.00 540.00 $60.00 $80.00 $100.00 $120.00 $140.00 $160.00 $180.00 $200.00
Figure 59: Nike valuation overview - incl. DCF and CCA of most similar peers - Source: Own analysis

ESG Performance and Risk Assessment

In assessing Nike's ESG performance, this analysis compares Nike's internal
statements with externally available information to provide a comprehensive
assessment. By scrutinising both perspectives, we aim to paint an accurate

picture of the company's ESG efforts and achievements. Figure 60 consolidates

CARGR 3yrs . . . . . '

Environmental i our validation analysis with external data on Nike's ESG performance by

Social score 65 85 benchmarking Nike's ESG KPIs against the industry median of its peers.

Governance

score b2 x . . . . . . . -

Gender Environment: According to Nike, the firm in FY23 achieved a 69% reduction in
100% 100%

pay gap . . . P . .

soar dversity greenhouse gas (GHG) emissions in owned or operated facilities, nearing its goal

of 70%. It also advanced towards its 2025 renewable energy target, with 96% of
its global corporate offices, distribution plants, and retail locations powered by
renewable energy. Additionally, Nike diverted 98% of its waste from landfills, the
target being 100%. These initiatives underscore Nike’'s robust commitment to
environmental stewardship. However, this solely reflects Scope 1 and 2
emissions. In the case of Scope 3 emissions - emissions that include outsourced
activities, raw material sourcing and product use by customers - Nike stands out
with significant difference to its peers with 17.92 mn tons (vs. 1.54) CO2
emissions p.a. Putting this figure into perspective to sales, Nike remains well
above the peer group average. Nike's Scope 3 emissions increased with 19%
CAGR in the past 3 years whereas the peers averaged at 14% posing a strong

risk arising from environmental damages.

Social: Nike aspires to achieve 84% top-quartile engagement and inclusion, as
rated by its 80,000 employees versus peers, and seeks to ensure that all Vice
Presidents (VP) receive inclusive leadership education. Furthermore, Nike has
committed 10 $mn to support Historically Black Colleges and Universities
(HBCUs) and Hispanic-Serving Institutions (HSIs), enhancing opportunities for
diverse talent acquisition. As of FY23, women constitute 51% of Nike’s global

workforce, with 44% (vs. target 50%) representation at the VP and senior
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leadership levels. Additionally, racial, and ethnic minorities make up 41% of its
U.S. corporate workforce. With 36% female board members, Nike is above the
peer average here too. Besides, there is no pay gap in the firm based on gender.
Overall, Nike performs above average in the Refinitiv social score achieving 85

from 100 points available whereas the peer group median is at 64. (figure 60).

Governance: In ESG-related analysis company specific matters are crucial,
Nike's global value chain is carried in production by CMs. Nike states targets for
its suppliers and its cooperation with suppliers. By FY23, the company surpassed
its ambition by allocating 1.4 $bn to diverse suppliers, including women-led
businesses. Moreover, all strategic suppliers now have clear targets for
improving gender representation, underlining a commitment to career
advancement for women. In addition, Nike has strongly involved the supplier
workforce and reached 650,000 employees in 15 countries through its
Engagement and Wellbeing survey, ensuring that supplier practices align with its
values of worker engagement and wellbeing. According to the Supplier ESG
training score Nike is at industry standards when it comes to supplier ESG target.
However, we were unable to find any environmental supplier targets which might
pose a future risk as legislators in Europe, for instance, start to make firms

responsible along their entire supply chain.

Nike’s ESG risk score of 19 is We note that Nike performs slightly weaker than its peer group in both Refinitiv's

2 points higher than peers, ESG combined score and Morningstar's Sustainalitics score. With a score of 19,
but still falls within the low-

. Nike has a 2-point higher ESG-risk versus peers, though all scores up to 20 are
risk category

categorised as low risk (figure 60). For this reason, there was no need for us to
negatively factor ESG risks into Nike's performance. Nevertheless, ESG should
be closely monitored beyond the scope of this equity research report. Especially
for this industry with the strong involvement of suppliers in the value chain in
production, there are high risks in terms of CO2 emissions, labour conditions, raw
materials, water consumption and waste. This makes establishing and achieving
ESG targets ambivalent, as Nike relates most of its targets exclusively to its own

business operations.

In completion of the ESG risks, our overall risk assessment is as follows:
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2 S Economic s
e oty
Low

ESG risk A decrease in institutional investor demand may occur due to a negative ESG rating and the Moderate
related negative reputation. Furthermore, this may lead to a vicious circle as consumers turn away
and regulatory compliance is jeopardised which results in an even less attractive investment.

Macroeconomic risk  An increase in commodity prices for the production and transport of finished goods as well as Low to Low to medium
external events such as political unrest or pandemics (e.g. Covid-19), which hinder both products '"°““°'“° .
and consumers' access Nike stores due to e.g. store shutdowns. (region-specific)

Market / Competition  Risk arises from new and emerging players in specific regions (pls. see Porter's 5 Forces and Moderateto  Low to medium
risk SWOT analysis for details). high

Figure 61: General risk assessment — Source: Own analysis

It is in the nature of the cyclical consumer goods industry, in this case in the
sportswear industry, that economic downturns lead to market fluctuations that
ultimately have a negative impact on demand. In downturns, competition also
intensifies as companies are confronted with lower demand while supply remains
constant. However, disruptions on the supply side due to cyclical declines can
also lead to delays in the supply chain. For Nike precisely, due to its stable
market leadership, its strong brand, and its global business model, we do not see
any foreseeable risks other than those already mentioned in the Porter Five

Forces and SWOT analysis that could jeopardise its business prospects.
Recommendation

Based on our financial analysis of Nike as of December 31%t, 2024, we forecast
a price target of $93.01. Combined with the expected dividend of $1.34 and the
current share price of $92.72 this implies a potential upside of $1.62 or 1.75%.
We see the upside potential to be justified by the solid foundation of the
company's operations, even in cyclical markets, complemented by significant
opportunities to maintain market leadership. We believe that Nike is well
equipped to deal with potential risks, particularly through its continuous
investments in digital markets and the DTC business, as well as its strong brand
presence and iconic products. We do not expect a significant decline in sales, but
rather a stable continuation of the existing status quo. Nike shows a decent
positioning in its business areas, however, has opportunities in segments with

already attractive margins, which can strengthen through further investments.
Our investment recommendation is HOLD.

The determination of our price target is based on both the DCF and the CCA
financial valuation methods. These have been complemented and reasoned by
an extensive sensitivity analysis including a Monte Carlo simulation. Both
methods pose equal importance to us. Consequently, we consider our target

price to be reasonable, with a range between $90.83 and $95.18.
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Role ) Other Public
# Name Age Role Committee(s) ) ) Independence
start Directorships
1 Timothy Cook 62 Member of the 2006 |Compensation, Chair Apple, Inc. Yes, no executive role at
Board; Nike, Inc.
Lead Independent
Director (ID)
2 Mark Parker 67 Executive Chairman |2006 |Executive, Chair The Walt Disney No, former President &
of the Board Company CEO at Nike, Inc. (2006-
2020)
3 John Donahoe 63 Member of the 2014 |Executive PayPal Holdings, No, accountable for
Board; Inc. operating the business
President & CEO of at Nike, Inc.
Nike, Inc,
4 Thasunda 49 Member of the Board|2019 |Corporate Responsibility, n/a Yes, no executive role at
Duckett (ID) Sustainability & Governance Nike, Inc.
5 Monica Gil 51 Member of the Board|2022 |Compensation n/a Yes, no executive role at
(ID) Nike, Inc.
6 Maria Henry 56 Member of the Board|2023 |Audit & Finance General Mills, Inc.  |Yes, no executive role at
(ID) Nike, Inc.
7 Peter Henry 53 Member of the Board|2018 [Audit & Finance Citigroup, Inc. Yes, no executive role at
(ID) Nike, Inc.
8 Travis Knight 49 Member of the Board|2015 |Executive n/a No, son of Nike's co-
founder, Mr. Philip
Knight
9 Michelle Peluso |51 Member of the Board|2014 |Corporate Responsibility, n/a Yes, no executive role at
(ID) Sustainability & Governance, Nike, Inc.
10 Cathleen Benko |65 Member of the Board 2018 |Compensation SolarWinds Yes, no executive role at
(ID) Corporation Nike, Inc.
11 Alan Graf, Jr. 69 Member of the Board |2002 |Audit & Finance Mid-American Yes, no executive role at
(ID) Apartment Nike, Inc.
12 John Rogers, Jr. |65 Member of the Board 2018 |Corporate Responsibility, The New York Yes, no executive role at
(ID) Sustainability & Governance |Times Company & |Nike, Inc.
Ryan Specialty
Group Holdings,
13 Robert Swan 63 Member of the Board|2022 [Audit & Finance GoTo Group Yes, no executive role at
(ID) Nike, Inc.

Figure 62: Board of Directors Overview — Source: Annual Report 2023, Letter to Sharefolder (Proxy) 2023

Appendix 2: Ownership Overview above 1% of shares

# Investor % of shares Share value ($ mn) |Investory type Country
1 The Vanguard Group, Inc. 9.0% 11,836 Mutual Fund Manager |United States
2 BlackRock Institutional Trust Company, N.A. 5.2% 6,795 Investment Manager United States
3 State Street Global Advisors (US) 4.6% 6,106 Investment Manager United States
4  |Capital International Investors 2.3% 2,998 Global Asset Manager |United States
5 |Geode Capital Management, L.L.C. 2.0% 2,577 Investment Manager United States
6 Wellington Management Company, LLP 1.9% 2,441 Investment Manager United States
7 Fidelity Management & Research Company LLC 1.7% 2,238 Mutual Fund Manager |United States
8 AllianceBernstein L.P. 1.7% 2,179 Investment Manager United States
9 T. Rowe Price Associates, Inc. 1.3% 1,680 Investment Manager United States
10 |Norges Bank Investment Management (NBIM) 1.0% 1,315 Sovereign Wealth Fund |Norway

Other Investors (>1% share) 69.5%

Figure 63: Shareholder Distribution - Above 1% of shares — Source: Refinitiv
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Appendix 3: Competitor Landscape Overview — Similar Peer Group Identification
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Figure 64: Competitor landscape overview - Identification of most similar peer group — Source: Own analysis

Appendix 4: SWOT Analysis

Strengths

s Strong global brand & Iconic products:
Nike leads the global sportswear market with 51.22 $bn
sales in FY23 and is represented virtually everywhere. l

¢ Innovation & Strategic partnerships:
Significant R&D investments in product innovation foster
strong partnerships with professional athletes.

¢ Broad sales network:
Nike sells products in over 170 countries through various
sales channels, including stationary stores and online.

Opportunities

e Expansion into new markets:
Strong market growth in emerging markets such as India
and China give room for market share and revenues
increases.

o Digital transformation:
Revenues related to e-commerce increased by 79% in
FY20, highlighting the opportunities within that field.

¢ Sustainability:

Introduction of the “move to zero” initiative to decrease the
carbon footprint and strengthen the product responsibility.

Figure 65: SWOT analysis - Source: Own analysis

Weaknesses

o Supply-chain & Production challenges:
A major part of Nike products is produced in Asia. Supply
chain and production problems might arise due this
| concentration of manufacturing activities in e.g. Vietnam.

¢ Reliance on brand reputation:
Nike cannot rely on its strong brand reputation alone, as
newcomers such as On will outpace Nike if it fails to invest
in innovation. On, for instance, did this in the ‘running’
segment because Nike was not attentive.

Threats

e Cyclical consumer goods market:
Revenues can be influenced by economic downturns as
highlighted by the COVID-19 pandemic which resulted in
temporary revenue decreases of 38% within Q1 FY20.

o Global political instability intensification:
Through global events such as catastrophes, pandemics
or political tensions, e.g. US versus China tensions, Nikes
operating business model is threatening in terms of
product availability, distribution, and satisfaction.
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Appendix 5: DCF Valuation

Date 31.05.25 31.05.26 31.05.27 31.05.28 31.05.29 31.05.30 31.05.31
Discountfactor 0,42

DCF

Debt 13.918 14.877 15.626 16.755 17.855 19.017 20.295
FCFF 3.548 5.053 5.424 5.138 5.724 6.146 6.519
D/EV 9,23% 9,62% 9,87% 10,31% 10,73% 11,19% 10,89%
WACC 5,92% 5,9% 5,9% 5,9% 5,8% 5,8% 5,8%
Enterprise value 150.775,14 154.654 158.361 162.551 166.364 169.941 186.351
PVofCFasof31.12.2024 1.478

Enterprise value as0f31.12.2024 148.646

Cash 8.264

Total Debt (20.295)

Net Debt (12.031)

Minority Interest -
Equity Value 136.615
Shares outstanding 1.504

Price Target F 90,83 €

Figure 66: DCF Valuation — Source: Own analysis

Appendix 6: Monte Carlo Simulation
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Figure 67: Monte Carlo Simulation — Source: Own analysis
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Appendix 7: Peer Group Overview - Similar Peer Group Identification Rationale

Rationale EBIT (%) | EBITDA (%)
Company (Argumentation for or against the CCA suitability of peer firms — CCA suitability indicates that the (5 years (5 years
firm has been categorised as a most similar peer of Nike) average) average)
Adidas AG DE Adidas is Nike's largest compet‘\tor, capabIQ of matching N}Kel in terms of revenue, market share, 23736 6.4% 13.5%
and is therefore included as a similar peer
Puma SE DE Puma SE, similar to Adidas, is a globally positioned com_pet\tor of Nike and offers an agnostic 0,328 78% 11.6%
product portfolio like Nike, hence it is included as a peer.
Anta Sports Prod, Ltd CN Anta has a global footprint, expgndmg E)eyond (.h_ma with a comprehensive product portfolio and 7.795 22.6% 20 2%
major partnerships, positioning it as a competitor to Nike, thus included as a similar peer
U A (i Us Under Armou‘r meets thg cr\tgr\a fpr a g\ohg\ brand presence and offers‘a comprehensive product 5.904 7.2% 7.7%
portfolio, competing with Nike in various sports, and is therefore included as a peer
Pies G P Asics meets the cr\Fena for a g\ol?a\ brgnd presence anq offers a cqmprehemswe product portfolio, 3,821 7 5% 8.8%
competing with Nike in various sports, and is therefore included as a peer.
Lululemon Athletica Inc  US Lululemon has a strong apparel sector, particularly in the US, but is underrepresented in footwear, hence we 8.111 21.0% 251%

do not consider the company as Nike's most similar peer. However, the sales volume would be suitable.

VF Corp is a multi-brand company that operates beyond the sports segment, with brands like Timberland,
VF Corp us North Face, and Vans focusing more on outdoor and lifestyle products; therefore, we do not consider this 7,795 n/a n/a
firm a direct peer to Nike, although the sales volume would be suitable

Li Ning lacks a global brand footprint and is highly specialized in niche sports popular in China,

i H 0, 0,
Lilingcolid & such as table tennis, thus it is not included as a peer. S LBk 203
Skechers USA Inc Us Skechers focuses on footwear and does not m_eet the criteria for an agnostic product portfolio, nor 8,000 8.9% 105%

does it emphasize athletic performance like Nike, and is therefore excluded as a peer.
Columbia Sportswear Columbia operates in a different product segment, focusing on active outdoor and lifestyle
us - . - ! 3,487 12.1% 15.3%
Co products rather than athletic sportswear, leading to its exclusion as a similar peer.
On Holding CH On is a newcomer with low sales volume and negative EBIT margin in the last five years. Its high 1325 28% n/a

growth rates create a very different dynamic compared to Nike. Hence, it's not included as a peer.

n/a 51,217 13.9% 14.4%

Figure 68: Peer Group Overview — Similar Peer Group Identification Rationale — Source: Refinitiv, own analysis

Appendix 8: Comprehensive Multiple Overview (Most Similar Peers)

Method ($) Pessimistic (-10%) Difference Optimistic (+10%) Mean (100%)

EV/EBIT-LTM 133,67 29,70 163,37 148,52
EV/EBIT-2024E 82,99 18,44 101,43 92,21
EV/EBIT-2025E 67,07 14,90 81,97 74,52
EV/EBITDA-LTM 71,80 15,96 87,76 79,78
EV/EBITDA-2024E 113,45 25,21 138,66 126,05
EV/EBITDA-2025E 104,37 23,19 127,57 115,97
EV/Sales-LTM 61,31 13,62 74,93 68,12
EV/Sales-2024E 60,55 13,46 74,01 67,28
EV/Sales - 2025E 61,66 13,70 75,36 68,51
Average across methods 84,10 18,69 102,78 93,44
Method ($) Pessimistic (-10%) Difference Optimistic (+10%) Mean (100%)

EV/EBIT-2024E 82,99 18,44 101,43 92,21
EV/EBITDA-2024E 113,45 25,21 138,66 126,05
EV/Sales - 2024E 60,55 13,46 74,01 67,28
Average across relevant methods 85,66 19,04 104,70 95,18
Target share price based on CCA $ 95,18

Figure 69: Comprehensive Multiple Overview (Most Similar Peers) — Source: Own analysis
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Financial Statements

Reforumulated Income Statement

2018A 2019A 2020A 2021A 2022A 2023A 20248 2025F 2026F 2027F 2028F 2029F 2030F v
Reformulation of the Income Statement
Revenue NA 14.855 ©  15.902 © 14.484 © 17.179 © 18353 '  21.608 =  20.415 ' 22.418 '  24.002 =  25.498 '  27.488 = 29.000 °  30.885 = 33.017
9%-growth /A 7,0% (8,9%) 18,6% 6,8% 17,7% (5,5%) 9,8% 7,1% 6,2% 7,8% 5,5% 6,5% 6,9%
Revenue EMEA 92427 9812 9347 ' 11456 ' 12479 = 13.418 ' 13.176 = 14599 ' 15657 = 16.562 = 17.692 '  18.804 = 20.045 =  21.414
%-growth N/A 6,2% (4,7%) 22,6% 8,9% 7,5% (1,8%) 10,8% 7,3% 5,8% 6,8% 6,3% 6,6% 6,8%
Revenue China 5134 ° 6208~ 6.679 ' 8290 ' 7.547 '  7.248°  9.805 11194 ° 11.979 ~ 12,056 =  12.853 = 14.029 =  14.961 =  15.896
%-growth N/A 20,9% 7,6% 24,1% (9,0%) (4,0%) 35,3% 14,2% 7,0% 0,6% 6,6% 9,2% 6,6% 6,2%
Revenue APLA 5166 = 5254 ' 5028 ' 5343 '  5955' 6431 ' 6569 7.175'  7.555 8045' 8625 9.198 = 9.767 '  10.416
%-growth A 1,7% (4,3%) 6,3% 11,5% 8,0% 2,2% 9,2% 5,3% 6,5% 7,2% 6,6% 6,2% 6,6%
Revenue Global Brand Division 88 a2 30 25 102 58 63 68 74 80 87 % 102 111
%-growth N/A (52,3%)  (28,6%)  (16,7%)  308,0% (43,1%) 8,4% 8,4% 8,4% 8,4% 8,4% 8,4% 8,4% 8,4%
% of Total Revenue 0,2% 0,1% 0,1% 0,1% 0,2% 0,1% 0,1% 0,1% 0,1% 0,1% 0,1% 0,1% 0,1% 0,1%
Revenue Converse 1.886 1.906 1.846 2.205 2.346 2.427 2.429 2.649 2.841 2.993 3.208 3.419 3.637 3.881
%-growth N/A 1,1% (3,1%) 19,4% 6,4% 3,5% 0,1% 9,1% 7,2% 5,4% 7,2% 6,6% 6,4% 6,7%
Revenue Corporate 26 ) (11) 40 (72) 27 27 27 27 27 27 27 27 27
9%-growth NA  (126,9%) 57,1%  (463,6%) (280,0%)  (137,5%) - - - = 5 - - B
% of Total Revenue 0,1% (0,0%) (0,0%) 0,1% (0,2%) 0,1% 0,1% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0%
Total Nike Revenue 36.397 39.117 37.403 44.538 46.710 51.217 52.484 58.130 62.135 65.261 69.980 74.571 79.425 84.763
%-growth N/A 7,5% (4,4%) 19,1% 4,9% 9,6% 2,5% 10,8% 6,9% 5,0% 7,2% 6,6% 6,5% 6,7%
coGs (20.441)  (21.643)  (21.162)  (24.576)  (25.231)  (28.925)  (29.137)  (32.293)  (34.390)  (36.143)  (38.947)  (41.380)  (44.069)  (47.020)
% of Total Revenue (56,2%)  (553%)  (56,6%)  (552%)  (54,0%)  (565%)  (555%)  (556%)  (553%)  (554%)  (557%)  (555%)  (555%)  (555%)
D&Aaspart of COGS (4.725) (4.795) (4.795) (5.157) (5.306) (5.634) (6.311) (6.990) (7.471) (7.847) (8.415) (8.967) (9.550) _ (10.192)
Gross Profit 15.956 17.474 16.241 19.962 21.479 22.292 23.347 25.837 27.744 29.118 31.033 33.191 35.355 37.743
%-growth N/A 9,5% (7,1%) 22,9% 7,6% 3,8% 4,7% 10,7% 7,4% 5,0% 6,6% 7,0% 6,5% 6,8%
% Gross Margin 43,8% 44,7% 43,4% 44,8% 46,0% 43,5% 44,5% 44,4% 44,7% 44,6% 44,3% 44,5% 44,5% 44,5%
Demand creation expenses (3.577) (3.753) (3.592) (3.114) (3.850) (4.060) (4.446) (4.794) (4.956) (5.334) (5.710) (6.119) (6.475) (6.894)
% of Total Revenue (9,8%) (9,6%) (9,6%) (7,0%) (8,2%) (7,9%) (8,5%) (8,2%) (8,0%) (8,2%) (8,2%) (8,2%) (8,2%) (8,1%)
Operating overhead expenses (7.934) (8.949) (9.534) (9.911)  (10.954)  (12.317)7 (12.399)7 (13.819)7 (14.558)7 (15.444)7 (16.591)7 (17.629)7 (18.779)7 (20.019)
% of Total Revenue (21,8%)  (22,9%)  (255%)  (22,3%)  (23,5%)  (24,0%)  (23,6%)  (23,8%)  (23,4%)  (23,7%)  (23,7%)  (23,6%)  (23,6%)  (23,6%)
FTE (in thousands) 73,1 76,7 75,4 733 79,1 8377 9347 10167 10557 111,57 11987 12897 13657 1452
AVG Operating Overhead Expense per FTE (108,5) (116,7) (126,4) (135,2) (138,5) (147,2)  (132,8) (136,0) (137,9) (138,5) (138,5) (136,7) (137,5)  (137,8)
9%-growth
Total selling and administrative expense (11.511)  (12.702)  (13.126)  (13.025)  (14.804)  (16.377)  (16.845)  (18.613)  (19.514)  (20.778)  (22.301)  (23.748)  (25.254)  (26.913)
% of Total Revenue (31,6%)  (32,5%)  (351%)  (29,2%)  (31,7%)  (32,0%) _ (32,1%)  (32,0%)  (31,4%)  (31,8%)  (31,9%)  (31,8%)  (31,8%)  (31,8%)
Core Result Before Taxes 4.445 4.772 3.115 6.937 6.675 5.915 6.502 7.223 8.230 8.340 8.732 9.443 10.102 10.830
Statutory taxes (1.297,9)  (1.002,1) (654,2) (1.456,8) (1.401,8) (1.242,2) (1.3654) (1516,9) (1.728,4) (L7515) (1.833,7) (1.983,1) (2.121,4) (2.274,4)
Tax adjustments 822 48 92 206 366 - 167 192 173 122 174 165 158 153
Core Result 3.969 3.818 2.553 5.687 5.639 4.673 5.303 5.808 6.675 6.711 7.072 7.625 8.139 8.709
9% Core Result Margin 10,9% 9,8% 6,8% 12,8% 12,1% 9,1% 10,1% 10,1% 10,7% 10,3% 10,1% 10,2% 10,2% 10,3%
Other income (expense) (66) 78 (139) (14) 181 280 77 79 147 190 190 161 183 211
% of Total Revenue (0,2%) 0,2% (0,4%) (0,0%) 0,4% 0,5% 0,1% 0,1% 0,2% 03% 0,3% 0,2% 0,2% 0,2%
Non-Core Result Before Taxes (66) 78 (139) (14) 181 280 77 79 147 190 190 161 183 211
Statutory taxes 19 (16) 29 3 38) (59) (16) (17) 31) (40) (40) (34) (38) (44)
Tax adjustments 82 188 166 258 426 - 145 310 305 285 222 242 212 214
Total other comprehensiveincome (loss), net of tax 104 323 (287) (324) 698 87) 69 (s) EY 208 58 100 107 138
% of Total Revenue 0,3% 0,8% 0,8% 0,7% 1,5% 0,2% 0,1% 0,0% 0,1% 0,3% 0,1% 0,1% 0,1% 0,2%
Non-core result 139 573 (231) (77) 1.267 134 275 368 511 642 430 469 463 518
% of Total Revenue 0,4% 1,5% (0,6%) (0,2%) 2,7% 0,3% 0,5% 0,6% 0,8% 1,0% 0,6% 0,6% 0,6% 0,6%
Interest expense (54) (49) (®9) (262) (205) 6 (120) (134) (143) (119) (102) (124) (124) (122)
Financial result before taxes (54) (a9) (89) (262) (205) 6 (120) (134) (143) (119) (102) (124) (124) (122)
Statutory taxes 16 10 19 55 43 (1) 25 28 30 25 21 26 26 26
Statutory tax rate 29,2% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0% 21,0%
Financial result (38) (39) (70) (207) (162) 5 (95) (106) (113) (94) (81) (98) (98) (97)
YoYgrowth N/A 1,3% 81,6% __ 194,4% (21,8%) _ (102,9%) (2.096,7%) 11,8% 6,7% (16,7%) __ (14,4%) 21,2% 0,6% (1,6%)
Comprehensive result 4.070 4352 2.252 5.403 6.744 4.812 5.483 6.160 7.074 7.259 7.422 7.997 8.504 9.131
% of total revenues 11,2% 11,1% 6,0% 12,1% 14,4% 9,4% 10,4% 10,6% 11,4% 11,1% 10,6% 10,7% 10,7% 10,8%

Figure 70: Reformulated Income Statement — Source: Own analysis
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Reforumulated Balance Sheet

2018A 2019A 2020A 2021A 2022A 2023A 20248 2025F 2026F 2027F 2028F 2029F 2030F
Reformulated Balance Sheet

Core business
Working cash 2.548 2.738 2618 3.118 3.270 3.585 3.674 4.069 4.349 4.568 4.899 5.220 5.560 5.933
Accounts receivable, net 3.498 4272 2.749 4.463 4.667 4131 4.883 5.423 5.797 6.089 6.511 6.957 7.410 7.908
Inventories 5.261 5.622 7.367 6.854 8.420 8.454 8.577 9.532 10.151 10.669 11.465 12.215 13.008 13.879
Prepaid expenses and other current assets 1.130 1.968 1.653 1.498 2.129 1.942 2123 2.351 2.513 2.640 2.830 3.016 3.212 3.428
Current operating assets 12.437 14.600 14.387 15.933 18.486 18.112 19.257 21.376 22.811 23.965 25.705 27.408 29.191 31.149
Accounts payable (2.279) (2.612) (2.248) (2.836) (3.358) (2.862) (3.323) (3.693) (3.933) (4.133) (4.442) (4.732) (5.040) (5.377)
Current portion of operating lease liabilities - - (445) (467) (420) (425) (347) (384) (411) (432) (463) (493) (525) (560)
Accrued liabilities (3.269) (5.010) (5.184) (6.063) (6.220) (5.723) (6.451) (7.145) (7.638) (8.022) (8.602) (9.166) (9.763) (10.419)
Current operating liabilities (5.548) (7.622) (7.877) (9.366) (9.998) (9.010) (10.121) (11.223) (11.981) (12.587) (13.506) (14.391) (15.328) (16.356)
Net Operating Working Capital 6.889 6.978 6.510 6.567 8.488 9.102 9.136 10.153 10.830 11.379 12.199 13.017 13.863 14.793
Property, plant and equipment, net 4.454 4.744 4.866 4.904 4.791 5.081 6.081,5 6.735,7 7.199,7 7.562,0 8.108,8 8.640,8 9.203,2 9.821,7
Operating lease right-of-use assets, net - - 3.097 3.113 2.926 2.923 3.574 3.959 4.232 4.444 4.766 5.078 5.409 5.773
Identifiable intangible assets, net 285 283 274 269 286 274 349 387 413 434 465 496 528 564
Fixed assets 4.739 5.027 8.237 8.286 8.003 8.278 10.005 11.081 11.844 12.440 13.340 14.215 15.140 16.158
Total operating invested capital 11.628 12.005 14.747 14.853 16.491 17.380 19.141 21.234 22.674 23.819 25.539 27.232 29.004 30.951

Non-core business
Short-term investments 996 197 439 3.587 4.423 3.234 2471 2.737 2.926 3.073 3.295 3.511 3.740 3.991
Goodwill 154 154 223 242 284 281 281 281 281 281 281 281 281 281
Deferred income taxes and other assets 2.509 2.011 2.326 2.921 3.821 3.770 3.530 3.909 4.179 4.389 4.706 5.015 5.342 5.701
Non-operating asstes 3.659,0 2.362,0 2.988,0 6.750,0 8.528,0 7.285,0 6.282,0 6.927,5 7.385,5 7.742,9 8.282,5 8.807,4 9.362,4 9.972,7
Income taxes payable (150,0) (229,0) (156,0) (306,0) (222,0) (240,0) (266,4) (295,1) (315,4) (331,3) (355,2) (378,5) (403,2) (430,2)
Deferred income taxes and other liabilities (3.216,0)  (3.347,0)  (2.684,0)  (2.955,0)  (2.613,0)  (2.558,0)  (3.655,6)  (4.048,9)  (4.327,8)  (4.545,6)  (4.874,3)  (5.194,1)  (5.532,1)  (5.903,9)
Non-operating liabilities (3.366,0)  (3.576,0)  (2.840,0)  (3.261,0)  (2.835,0)  (2.798,0)  (3.922,0)  (4.343,9)  (4.643,2)  (4.876,9)  (5.229,5)  (5.572,6)  (5.935,3)  (6.334,2)
Net non-operating asstes 293,0 (1.214,0) 148,0 3.489,0 5.693,0 4.487,0 2.359,9 2.583,6 2.742,2 2.866,1 3.053,0 3.234,8 3.427,1 3.638,5
Total Invested Capital 11.920,8 10.791,2 14.895,2 18.341,7 22.183,7 21.867,2 21.500,7 23.818,0 25.416,6 26.685,4 28.592,0 30.466,9 32.430,7 34.589,4

Financial
Excess Cash 1.701,2 1.727,8 5.729,8 6.771,3 5.304,3 3.855,8 5.117,0 5.667,4 6.057,9 6.362,7 6.822,8 7.270,4 7.743,6 8.264,0
Financial assets 1.701,2 1.727,8 5.729,8 6.771,3 5.304,3 3.855,8 5.117,0 5.667,4 6.057,9 6.362,7 6.822,8 7.270,4 7.743,6 8.264,0
Current portion of long-term debt (6,0) (6,0) (3,0) - (500,0) - (97,1) (107,6) (115,0) (120,8) (129,5) (138,0) (147,0) (156,9)
Notes payable (336,0) (9,0) (248,0) 2,0) (10,0) (6,0) (144,1) (159,5) (170,5) (179,1) (192,1) (204,7) (218,0) (232,6)
Short-term financial liabilities (342,0) (15,0) (251,0) (2,0) (510,0) (6,0) (241,2) (267,1) (285,5) (299,9) (321,6) (342,7) (365,0) (389,5)
Long-term debt (3.468,0)  (3.464,0)  (9.406,0)  (9.413,0)  (8.920,0)  (8.927,0)  (9.621,8) (10.656,8) (11.391,1) (11.964,2) (12.829,3) (13.671,0) (14.560,8) (15.539,4)
Operating lease liabilities - - (2.913,0) (2.931,0) (2.777,0) (2.786,0) (2.703,3) (2.994,1) (3.200,4) (3.361,5) (3.604,5) (3.841,0) (4.091,0) (4.365,9)
Total long-term debt (3.468,0)  (3.464,0) (12.319,0) (12.344,0) (11.697,0) (11.713,0) (12.325,1) (13.650,9) (14.591,5) (15.325,7) (16.433,8) (17.512,0) (18.651,8) (19.905,3)
Total financial debt (3.810,0)  (3.479,0) (12.570,0) (12.346,0) (12.207,0) (11.719,0) (12.566,3) (13.918,1) (14.877,0) (15.625,6) (16.755,4) (17.854,7) (19.016,7) (20.294,8)
Net debt (2.108,8)  (1.751,2)  (6.840,2)  (5.574,7)  (6.902,7)  (7.863,2)  (7.449,3)  (8.250,6)  (8.819,1)  (9.262,8)  (9.932,6) (10.584,3) (11.273,1) (12.030,8)
Class B— 1,266 and 1,273 shares outstanding (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0) (3,0)
Capital in excess of stated value (6.384,0)  (7.163,0)  (8.299,0)  (9.965,0) (11.484,0) (12.412,0) (11.304,5) (12.520,5) (13.383,2) (14.056,6) (15.073,0) (16.061,9) (17.107,2) (18.257,0)
Accumulated other comprehensive income (loss) 92,0 (231,0) 56,0 380,0 (318,0) (231,0) (231,0) (231,0) (231,0) (231,0) (231,0) (231,0) (231,0) (231,0)
Retained earnings (deficit) (3.517,0)  (1.643,0) 191,0 (3.179,0)  (3.476,0)  (1.358,0)  (2.069,0)  (1.781,0)  (2.640,1)  (1.897,1)  (2.741,4)  (2.256,6)  (3.058,3)  (2.648,5)
Total equity (9.812,0)  (9.040,0)  (8.055,0) (12.767,0) (15.281,0) (14.004,0) (13.607,5) (14.535,5) (16.257,3) (16.187,7) (18.048,4) (18.552,5) (20.399,6) (21.139,4)
Total assets 22.536,0 23.717,0 31.342,0 37.740,0 40.321,0 37.531,0 40.660,9 45.051,9 48.099,0 50.511,5 54.150,6 57.701,3 61.437,2 65.544,1
Total liabilities (12.724,0) (14.677,0) (23.287,0) (24.973,0) (25.040,0) (23.527,0) (26.609,5) (29.484,5) (31.501,4) (33.089,0) (35.491,2) (37.818,7) (40.279,6) (42.985,5)
Total liabilities + equity (22.536,0) (23.717,0) (31.342,0) (37.740,0) (40.321,0) (37.531,0) (40.217,0) (44.020,0) (47.758,7) (49.276,7) (53.539,6) (56.371,2) (60.679,2) (64.124,9)

Figure 71: Reformulated Balance Sheet — Source: Own analysis
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2021A 2022A 2023A 2024B 2025F 2026F 2027F 2028F 2029F 2030F v
FCF Mapping
Core activities
Adj. EBITDA 9.170 9.567 7.910 12.094 11.981 11.549 12.813 14.213 15.702 16.188 17.147 18.410 19.652 21.022
EBIT 4.445 4.772 3.115 6.937 6.675 5.915 6.502 7.223 8.230 8.340 8.732 9.443 10.102 10.830
(-) Notional Taxes (1.298) (1.002) (654) (1.457) (1.402) (1.242) (1.365) (1.517) (1.728) (1.751) (1.834) (1.983) (2.121) (2.274)
(+/-) Tax adjustments 822 48 92 206 366 - 167 192 173 122 174 165 158 153
() Tax (unlevered) (476) (954) (562)  (1.250)  (1.036)  (1.242)  (1.199)  (1.325)  (1.555)  (1.629)  (1.660)  (1.818)  (1.963)  (2.121)
NOPLAT 3.969 3.818 2.553 5.687 5.639 4.673 5.303 5.898 6.675 6.711 7.072 7.625 8.139 8.709
(+) Depreciation/ Amortization 4.725 4.795 4.795 5.157 5.306 5.634 6.311 6.990 7.471 7.847 8.415 8.967 9.550 10.192
Operating Gross Cash Flow N/A 8.613 7.348 10.844 10.945 10.307 11.614 12.888 14.147 14.558 15.487 16.592 17.689 18.901
(+/-) Net CAPEX N/A (4.987) (4.795) (5.557) (5.342) (6.252) (7.988) (8.323) (8.417) (8.585) (9.529)  (10.051)  (10.696)  (11.453)
(+/-) Changein NWC N/A (89) 468 (56) (1.921) (614) (34) (1.017) (677) (549) (820) (818) (846) (930)
Operating Free Cash Flow N/A 3.536 3.021 5.230 3.682 3.440 3.592 3.548 5.053 5.424 5.138 5.724 6.146 6.519
Non-core activities
Non-core result N/A 573 (231) (77) 1.267 134 275 368 511 642 430 469 463 518
(+/-) Change in net non-operating assets N/A 1.507 (1.362) (3.341) (2.204) 1.206 2.127 (224) (159) (124) (187) (182) (192) (211)
Non-Operating Free Cash Flow N/A 2.080 (1.593) (3.418) (937) 1.340 2.402 144 353 519 243 287 271 307
N/A
Total Free Cash Flow to Firm N/A 5.616 1.428 1.813 2.745 4.781 5.994 3.692 5.406 5.943 5.381 6.011 6.417 6.826
Financial activities
Net Financial Profit After tax N/A (39) (70) (207) (162) 5 (95) (106) (113) (94) (81) (98) (98) (97)
(+/-) Interests N/A (49) (89) (262) (205) 6 (120) (134) (143) (119) (102) (124) (124) (122)
(+/-) Tax shield N/A (10) (19) (55) (43) 1 (25) (28) (30) (25) (21) (26) (26) (26)
(+/-) Change in net financial assets N/A (358) 5.089 (1.266) 1.328 960 (414) 801 568 444 670 652 689 758
Debt financing cash flow N/A (396) 5.019 (1.473) 1.166 965 (509) 696 456 350 589 554 591 661
(+/-) Changein Equity N/A (5.124,0)  (3.237,0) (691,0) (4.230,0) (6.088,8) (5.879,6) (5.231,8) (5.351,9) (7.329,0) (5.560,8) (7.492,6) (6.656,8) (8.390,9)
Cash Flows from Financing Activities N/A (5.917) 6.800 (3.636) (1.898) (4.158) (6.897) (3.841) (4.441) (6.630) (4.382) (6.385) (5.476) (7.069)

Figure 72:

Reformulated Cash Flow Satement
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)
of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected
dividend yield) over a 12-month period.

This report was prepared by Moritz Constantin Feklist and Alexandru Eugen Chitu, Master in Finance
respectively International Finance students of Nova School of Business and Economics (“Nova SBE”), within
the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who
revised the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the
persons and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its
faculty and the author of this report have not sought or obtained registration with or certification as financial
analyst by any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her
academic supervisor is registered with or qualified under COMISSAO DO MERCADO DE VALORES MOBILIARIOS
(“CMVM”, the Portuguese Securities Market Authority) as a financial analyst. No approval for publication or
distribution of this report was required and/or obtained from any local authority, given the exclusive academic
nature of the report.

The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the
author of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to 834c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading
Act), this entity is not required to register with or otherwise notify the Bundesanstalt fir
Finanzdienstleistungsaufsicht (“BaFin”, the German Federal Financial Supervisory Authority). It should be
noted that Nova SBE is a fully-owned state university and there is no relation between the student’s equity
reports and any fund raising programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA?”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively
academic purpose and, as such, was not prepared by way of business. The author - a Master’s student - is
the sole and exclusive responsible for the information, estimates and forecasts contained herein, and for
the opinions expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE
and its faculty have no single and formal position in relation to the most appropriate valuation method,

estimates or projections used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein
may change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance

are, by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, namely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any
person other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this

report, students did not have in consideration the specific investment objectives, financial situation or
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particular needs of any specific person. Investors should seek financial advice regarding the appropriateness

of investing in any security, namely in the security covered by this report.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and
companies, through donations, or indirectly by hiring educational programs, among other possibilities. Thus,
Nova SBE may have received compensation from the target company during the last 12 months, related to its
fundraising programs, or indirectly through the sale of educational, consulting or research services.
Nevertheless, no compensation eventually received by Nova SBE is in any way related to or dependent on
the opinions expressed in this report. The Nova School of Business and Economics does not deal for or
otherwise offer any investment or intermediation services to market counterparties, private or intermediate

customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE
may decide to suspend this report reproduction or distribution without further notice. Neither this document
nor any copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than
Portugal or to any resident outside this country. The dissemination of this document other than in Portugal or

to Portuguese citizens is therefore prohibited and unlawful.
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