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Abstract  
This report offers a comprehensive financial 
valuation and strategic analysis of Nike, Inc., 
highlighting its robust market position, 
financial health, and expansion strategies in 
emerging markets. Despite its strengths, Nike 
faces challenges such as premium valuation 
and intense competition, which may affect 
future investor returns and market share. The 
analysis includes detailed evaluations of 
revenue trends, profitability margins, and 
capital structures, alongside advanced 
financial modeling techniques like sensitivity, 
scenario, and Monte Carlo simulations to 
forecast future performance. The findings 
suggest Nike's current overvaluation, 
recommending a sell strategy for investors 
seeking a margin of safety, particularly in a 
volatile market influenced by geopolitical 
uncertainties. 
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Introduction  
The purpose of this joint report is to do a Nike valuation to give a financial advice 

to an investor. Nike maintains a strong market position with robust financial health 

and a strategic focus on emerging markets, yet its premium valuation and 

increasing competition, alongside geopolitical risks, heighten its investment risk 

profile. With the stock currently overvalued by 6.3% after accounting for dividends, 
our recommendation is to sell, especially for conservative investors seeking a 

safety margin. The report is structured to begin with a detailed company overview, 

followed by a comprehensive financial analysis covering revenue, margins, and 

ratios. It then delves into industry analysis, examining geographic regions, 

distribution channels, and competitors. Strategic assessments through SWOT and 

ESG analyses precede revenue forecasts and cost analysis, segmented by region. 

The report concludes with a valuation section using various financial models, 
recommendations, and appendices with supporting data. In my individual report, I 

cover the Company Overview, detailing the history, business operations, and 

macroeconomic factors, followed by a comprehensive Financial Analysis including 

revenues, margins, and various financial ratios. I also explore Industry Analysis 

focusing on the competitive landscape and strategic insights through a SWOT 

analysis and ESG considerations, concluding with an in-depth Discounted Cash 

Flow analysis, incorporating sensitivity, scenario analyses, and Monte Carlo 

simulations. My colleague handled the sections on Activity and Liquidity Ratios, 
providing detailed assessments of the company's operational efficiency. They also 

conducted a thorough Industry Analysis, offered detailed Forecasts and Valuations 

of future performance, and concluded with strategic Recommendations based on 

the comprehensive financial and market analysis conducted. 

1. Company Overview 

         1.1. Company History 
 Nike, Inc. is an American multinational corporation that engages in the production, 

design, development, and global marketing and sales of footwear, apparel, 

equipment, and services. The company employs more than 44,000 individuals 
across the globe, with the brand being regarded as the most valuable in the sports 

industry in 2024. The company was founded in 1964 by Bill Bowerman and Phil 

Knight under the name Blue Ribbon Sports. In 1971, it became Nike, Inc., taking 

its name from the Greek goddess of victory, Nike. Nike sponsors numerous high-

profile athletes and sports teams globally, with the well-known trademarks "Just Do 

It" and the Swoosh logo, which represents the wing of the Greek goddess Nike. The 

mission of Nike Inc. is to pursue product innovation for the global athletic footwear 



market. A multitude of ideas are tested in order to enhance performance, mitigate 

injury risk and innovate products. The headquarters of Nike are situated in close 
proximity to Beaverton, Oregon, within the Portland metropolitan area of the United 

States of America. It is a significant producer of sports equipment and one of the 

largest suppliers of athletic shoes and apparel in the world.  

 

Over the course of its history, the American brand has acquired several apparel and 

footwear companies, some of which have been divested. In the 2000s, Nike initiated 

the divestiture of select subsidiaries, thereby reorienting its strategic focus towards 
its core business lines. Since 2013, the company has owned two key subsidiaries, 

Hurley International and Converse, Inc. 

Nike Labs has been in operation for over three decades, during which time it has 

been responsible for the delivery of scientific insights, which have been used to 

drive performance innovations across the entire Nike brand. The team comprises 

over 40 researchers specializing in a range of scientific disciplines, including 

biomechanics, physiology, physics, mathematics, kinesiology, biomedical 

engineering and mechanical engineering. 
 

The company's product range is marketed under various brand names, including 

Nike Pro, Nike+, Nike Golf, Nike Blazers, Air Jordan, and Air Max. Additionally, Nike 

Inc. has a portfolio of subsidiary brands, namely Jordan, Hurley Int., and Converse.  

            1.2. Business Overview 

The geographical scope of the Nike Corporation's activities is divided into five 
regions: North America, Europe, the Middle East and Africa, the Asia-Pacific region 

and Greater China. In 2024, the North American region is responsible for 

generating 42% of the company's revenues, while the EMEA region, Greater China 

and the Asia-Pacific region, accounts for the remaining 61%. The global market 

share of Nike, in the categories of sneakers and apparel, has exhibited a decline 

of less than one percentage point, from 17.1% in 2022 to 16.4% in 2024, in the 

sportwear market. This information is derived from data provided by Euromonitor. 
In comparison, Adidas, the closest competitor to Nike, has a market share of 9% 

(a decrease from 9.5% in 2022, but an increase from the figures recorded in 2023).  

The Nike business model is characterized by a high degree of outsourcing, 

particularly within the Asian continent, with 145 footwear and 400 apparel factories. 

This approach helps to reduce costs and improve scalability. Furthermore, Nike 

has established collaborative relationships with over 30 academic institutions, 

including the Massachusetts Institute of Technology (MIT) in the United States and 

the University of Manchester in the United Kingdom. These partnerships facilitate 
the advancement of research and development (R&D) activities, with the objective 

Nike heavily outsources 
production, operating 145 
footwear and 400 apparel 
factories primarily in Asia. 



of developing efficient systems. This research also targets Flyknit technology, 

which is designed to reduce waste by 60% per shoe unit in comparison to the cut-
and-sew technology (NIKE, 2024). Such a forward-looking perspective is reflected 

in their financial statements, which indicate R&D expenditures of $3 billion.  

The development of the ZoomX product, which is manufactured using 

environmentally friendly materials, has resulted in an approximate 15% increase 

in its lifespan. In addition to these developments, Nike has implemented a range 

of other sustainable measures. To illustrate, in 2019 the organization initiated the 

'Move to Zero' campaign, which has resulted in a 15% reduction in CO₂ emissions 

in its supply chain. Furthermore, Nike has set forth ambitious objectives, including 

the elimination of waste and carbon neutrality by 2025, a 70% reduction in plastic 

packaging, and the attainment of 100% renewable energy by the same year. Nike's 
brand image is a significant contributing factor to the company's success. This 

image has been enhanced through strategic partnerships with prominent athletes, 

such as LeBron James and Cristiano Ronaldo. Furthermore, high-end brand 

collaborations, such as that with Off-White, have also been established. Such 

collaborative endeavors serve to reinforce the brand's image and reputation. 

    1.3. Macroeconomic 

2024 financials highlight a significant relationship with global macroeconomic 

variables that affect both revenue and profitability. The company recorded global 

revenue of $51.3 billion, with the largest share coming from North America at 42%, 

followed by Europe, the Middle East, and Africa at 26%. This distribution 

underscores the impact of regional economic conditions. In the United States, 

economic resilience was evident with a GDP growth of 2.8% in Q3 2024, an increase 

from 1.9% in 2022. This growth stands in stark contrast to the European Union, 

where GDP growth is projected at just 0.9% for the same period, with the Euro area 
even lower at 0.8%. The sluggish growth in Europe may influence consumer 

spending on non-essential items, potentially affecting Nike’s sales in these markets. 

In the U.S., consumer spending is expected to slow from 2.6% in 2024 to 2.2% in 

2025, impacted by slower employment growth amidst high prices and interest rates. 

Nonetheless, U.S. annual inflation decreased to 2.5% in 2024 from 3.4% in the 

previous year, which may enhance consumer purchasing power for discretionary 

items such as Nike’s footwear and apparel. The reduction in inflation, while 
potentially beneficial for consumer spending, also presents challenges in managing 

production costs. Nike, with 58% of its sales outside the United States, is particularly 

exposed to currency exchange fluctuations. The strong U.S. dollar has led to higher 

prices for Nike products in foreign markets, likely affecting sales volumes. In its fiscal 

2023 report, Nike indicated that foreign exchange losses reduced revenue growth 

by six percentage points. Interest rates significantly influence Nike’s financial 



strategy. As of May 2024, Nike's total debt was reduced to $7.903 billion from 

$8.927 billion in 2023. However, rising interest rates increase borrowing costs, 
impacting net income and cash flow, while also reducing consumer disposable 

income, potentially decreasing purchases of discretionary items like Nike's 

products. (19), (22), (28), (43), (24), (25), (27), (52), (53) 

2. Financial Analysis 

         2.1. Revenues 
Nike's revenue shows relatively good growth from 2017 to 2024. recording an 

annual average growth rate of 6%. There was only one year in which there was a 

drop in revenue, that was in 2020 when a drop in revenue of 4.3% was witnessed. 

This was mainly due to the interruption of the supply chains and the closing of shop 
outlets because of the COVID-19 global crisis. The next year, 2021, saw an 

impressive recovery of the company. A growth of 19% was recorded. Such a result 

shows that the e-commerce approach worked, and the economy was effectively 

bouncing back, registering a 32% growth in the e-commerce sector from 2020 to 

2021. In the ensuing two years, growth alongside recovery from the spike observed 

during the pandemic post 2021 remained stable but in 2024, there was a weakness 

in the growth which signals a level of market saturation and a lack of innovation by 

Nike. When considering sales by channel, it is worth noting that direct-to-consumer 
revenues in 2024 stood at $22.3 billion, that represents 44% of Nike’s total 

revenues. The shift to DTC has improved margins, decreased reliance on 

distributors and further enhanced customer retention. In the year 2023, Adidas 

generated 39% of its DTC profit from direct channels, supported by investments in 

digital platforms, while Puma generated 25% of its revenue from DTC sales, 

supported by an omnichannel retail approach. In general, Adidas and Puma lagged 

behind Nike. Adidas only grew its revenue by 0.13% from 2017 to 2023, with its 

revenue falling from €22.5 billion in 2022 to €21.4 billion in 2023, partly due to poor 
currency translation and its exit from the Yeezy market. Adidas' 2023 breakdown 

by product category is as follows: Footwear 57% Apparel 36% Accessories 7%. 

On the other hand, PUMA was much stronger, growing 12.96% over the same 

period, driven by strong demand in APAC and EMEA. PUMA's revenue split in 

2023 was 53.3% for apparel, 14.6% for accessories and 32.1% for footwear.  
         2.2. Revenue by Segment and Region 
 North America is Nike's largest market, with $21.4billion in revenue in 2024, up 

from $7billion in 2017, marking a 42.6% total growth. The strongest growth 

occurred in 2021 (18.6%) driven by post-pandemic recovery and rising sports 

participation, with Average percentage of the population engaged in sports at 



around 23.4%. In 2022, growth slowed to 5% due to cautious retailer orders and 

lower consumer spending. Nike's focus on direct-to-consumer channels 
contributed to its market resilience and proximity to the customers. Nike's digital 

transformation and strong e-commerce presence, boosted by the Jordan brand 

and athlete partnerships. The limited supply and period “drops” of new products 

increase the traffic in Nike’s digital platforms, which helped to attract more 

customers to the online business. However, the saturated market poses challenges 

for maintaining leadership, requiring ongoing innovation. The EMEA region is 

Nike's second-largest market, with an average annual growth of 7.9% from 2017 
to 2024. After a 4.7% decline in 2020, revenue grew by 22.6% in 2021 due to e-

commerce success but slowed to 8.9% in 2022 amid supply chain disruptions. In 

2023, growth rebounded to 7.5%, reaching $7.54 billion, in 2024 fueled by rising 

demand and strategic partnerships. In Europe, sportswear's popularity as casual 

wear has grown, influenced by American style. Nike has responded by offering 

versatile products, capitalizing on the trend. Greater China saw 6.6% growth from 

2017-2024, with revenue reaching $5.75 billion in 2021 due to e-commerce growth 

and tailored products. However, sales fell 5.8% in 2022 amid supply chain issues 
and competition. In 2023, growth was modest at 0.4%, driven by middle-class 

demand for branded products. Challenges include geopolitical tensions and a 

crowded market. The Asia-Pacific and Latin American markets declined in 2020 

but recovered with 12.4% growth in 2022 and 10.5% in 2023, reaching $4.54 

billion. Growth in these regions is driven by urbanization, rising income, and health 

trends. However, economic volatility, inflation, and political instability pose risks. 

Emerging markets like Vietnam offer expansion opportunities.  

         2.3. Gross margins analysis 

Overall, from 2017 to 2023, Nike's gross margin trend is in the range of 43.4% and 

45.98%, with consistent growth despite potential external challenges or shocks. 

The stability comes from effective brand management combined with high brand 

equity, innovation, and strategic direct-to-consumer sales, which the company 

says drive higher margins. 

While Nike outperformed Adidas in terms of sales and growth over the last years, 

Adidas is presenting a higher Gross Margin, ranging between 47.29% and 52.00%. 

Adidas enjoyed a stronger market position in Europe, which helped it to maintain 

relatively robust margins, especially in apparel.  

In comparison, Puma's gross margins ranged between 46.5% and 48.5% due to 

its strategic positioning on lifestyle products and partnerships where the brand 

premium can be extracted. With such a positioning, Puma maintains better 

margins than Nike in certain categories. 
Figure 11: Revenue Latin America and Asia 
Pacific 
Source: Nike’s Financial Statements  
 

Despite challenges such as 
rising raw material costs and 
inflation, Nike maintained 
resilient gross margins, 
showcasing its operational 
capacity to sustain 
profitability in a dynamic 
market.  



Under Armour showed significant gross margin variation within a range of 45.40% 

to 49.11%, driven by its luxury positioned products and premium pricing strategy. 
A strong focus on apparel and DTC channels supported margins for the company, 

but its positioning in niche markets contrasts with Nike's global scale and reliance 

on broader DTC strategies, which carry higher supply chain costs. 

Over this period, Nike's gross margins have been resilient, demonstrating the 

company's ability to adapt to rising raw material costs, inflation and other market 

challenges. This demonstrates Nike's immense operational capacity to maintain 

profitability in a dynamic market environment.          

2.4. EBITDA margins analysis 

Between 2017 and 2019, Nike's profitability ranged from 14% to 16%. However, 

the global pandemic in 2020 disrupted supply chains, increased operating costs, 

and reduced sales, exacerbated by Nike's high fixed cost structure. In 2021, the 

company rebounded with an EBITDA margin of 17.6%, driven by resurgent 

consumer demand and a strategic shift towards more direct-to-consumer sales. 
However, from 2021 to 2023, Nike's EBITDA margins faced gradual erosion due 

to several factors. Rising input costs, especially for raw materials and labor, along 

with increased freight expenses due to ongoing supply chain disruptions, 

contributed to this decline. Additionally, operational inefficiencies and market 

saturation led to promotional pressures by 2023, further impacting margins. 

Despite these challenges, Nike maintained more stable margins compared to 

competitors like Adidas and Under Armour, showcasing its effective cost 

management and operational resilience.  

Adidas also faced challenges, with EBITDA margins falling from 16.29% in 2019 

to 6.91% in 2023, reflecting inventory mismanagement, high supply chain costs, 

and the discontinuation of the Yeezy line. Under Armour saw wild swings, 

peaking at 37.76% in 2019 before falling to 6% in 2022. These swings were 

driven by a high-end pricing strategy with good cost control in the early years, 

while higher freight costs and inventory write-downs came into play in the post-

pandemic period.  

While Nike was similarly affected, its margins were much more stable, a good 

reflection of its cost discipline and efficiency. It has been better than any of its 

peers at adapting to the changing market and leveraging control over its cost 

structure to maintain its lead in operational resilience within the industry.  

         2.5. Capital Structure ratios 

Between 2017 and 2019, Nike maintained a rather low D/E ratio of 50%, which 
was estimated to be well above the tolerance threshold of an acceptable level. This 



"conservative" rationale was the reason for keeping this interest cost relatively low 

throughout the financial activity period. However, it increased dramatically, rising to 
120% in 2020. This shift give the ability for the company to finance its investments 

with debt and stores cash, making the company more flexible and agile for 

unexpected concerns in the short-term. The increase in cash exposure is also a 

safeguard against market volatility and allowed Nike to capitalize on emerging 

growth opportunities.  

Moreover, the macroeconomic scenario of 2020 played a significant role in Nike’s 

decision to increase its debt, mainly due to 3 factors: COVID-19, where the 
decrease in consumption created cash flow concerns and Nike raise its debt to 

ensure liquidity during an uncertain period; the shift to digitalization and direct to 

consumer policies where it was necessary additional capital to invest in 

technology, logistics and digital infrastructure and the low interest rates that 

created a favorable borrowing  environment for company to issue more debt. In 

recent years, Nike was able to reduce its long-term debt from $9.4 billion in 2020 

to $7.9 billion in 2024, while its equity grew from $8.1 billion to $14.4 billion over 

the same period. As a result, the D/E ratio has fallen from 117% to 55%. 

         2.6. Return and Efficiency ratios 

The Return on Equity (ROE) is one of the main ratios that constitute the Return 

and Efficiency category. ROE is the return that an investor/shareholder of each 

unit invested into the business. It is one of the metrics used to analysis if an 

investment is worth it or not. Nike presented a strong historical ROE, registering 

an average of 45%, making it more attractive when compared with its competitors, 
such as Adidas and Puma, that present 15.6% and 10.9% ratios respectively, and 

higher than the industry that present a 15% average. Nike has a more efficient cost 

structure and has a stronger position in the North America region (when compared 

with other competitors) enable it to have higher ROE overall. In addition to that, 

Nike has the ability to charge higher prices and be more efficient in production 

costs which also contributes to keep its strong ROE.  

However, due to the highly competitive market and the different business model of 
the competitors, there are companies that are catching up and even surpassing 

Nike regarding ROE, such as Lululemon that is achieving a 50% ratio. By targeting 

a niche in high-margin athleisure Lululemon generates a more attractive return for 

its investors and consequently reduces Nike’s attractiveness. It is forecasted for 

Nike to decrease its ROE in the short term due to the increase in investment, 

however in a 5 year-period, the company will reap the returns of its investment, 

and it is expected to reach a ROE higher than 50%.  

  

Fast growing companies are 
quickly closing the gap in 
Return on Equity, challenging 
established market leaders 



 2.7. Activity and Liquidity ratios 

Activity ratio is mainly characterized by the Cash Conversion Cycle (CCC), a ratio 

that considers the average holding, collection and payable periods. Nike is 

characterized by a higher holding period and a lower payable period, reflecting in 

a higher CCC when compared with the industry and competitors (Figure 15). In 

contracts with what is expected, in this case, the payable period below industry 

average reflects Nike’s healthy liquidity situation, that have a strong ability to pay 
its supplier in advance; consequently, the fact of having a lower payable period 

will translate in a higher CCC. The Cash Conversion Cycle for Nike has 

remained relatively stable over recent years, with notable exceptions in 2020 and 

2022, which were heavily impacted by COVID-19. Due to disruptions in global 

supply chains, closed broader and fluctuations in consumer demand, the 

average holding period increased from 90 to 115 days. In 2024, Nike’s CCC 

appears to be on a path to recovery, nearing pre-COVID-19 levels, registering 

again a decrease in the average holding period. 
Regarding liquidity, Nike as a save liquidity position, presenting Current, Quick 

and Cash ratio above industry average. Due to the factors mentioned before, 

Current Ratio was heavily impacted by the increase in inventory, creating a trick 

situation when analyzing Nike’s liquidity, for that reason the Quick Ratio fits 

better in the analysis Quick ratio remaining close to 1 over the historical financial 

years. During COVID-19 pandemic Quick ratio rise to around 2, primarily due to 

increased cash and cash equivalents on the balance sheet. It was also an 

approach adopted by Nike’s competitors. This higher liquidity buffer allowed Nike 
to navigate uncertainties while ensuring financial flexibility. Now on-wards It is 

expected to see a steady decrease in the Quick ratio until reach the 1 as Nike 

cash position is expected to grow slower than debt, due to Nike investment 

strategies  

3. Industry Analysis 

 3.2. Competitive Landscape 

As the leading brand in the sportswear industry, Nike has achieved numerous 

successes that have strengthened its market dominance. Over the years, Nike has 

consistently maintained its leadership position, solidifying its status as a long-
standing market frontrunner. However, the company is confronted with a number 

of significant challenges that have an impact on its business activities. The intense 

competition from brands such as Lululemon, Adidas, Sketcher and Puma 

necessitates constant innovation and differentiation on the part of Nike. 

Furthermore, it is imperative that they remain abreast of the latest fashion trends, 

Even with fierce competition, 
Nike continues to dominate 
the market by a remarkable 
margin. 



the growing demand for sustainable products and the latest performance features. 

• Adidas 

Adidas was founded in 1949 by Adolf Dassler, who had split with his brother 

Rudolf, now the founder of rival company Puma. Adidas went on to become one 

of the leading companies in the global sportswear market, becoming truly famous 

for its innovations in football, running and basketball. In 2013, Adidas introduced 
its Boost cushioning technology, which improves both comfort and energy return. 

This includes Nike with 56%, followed by Lululemon with 8% growth and then 

Adidas with a market capitalisation of $34.1 billion. On the other hand, Nike has 

shown stronger growth over the past seven years and has been more resilient 

during the pandemic period. In 2023, Nike reported sales of $51.2 billion with a 

profit margin of 9.9%, while Adidas' sales were $21.4 billion with a margin of 1.2%. 

While Nike has the advantage in the North American market, Adidas is strong in 

northern Europe. Both companies invest heavily in R&D, but the focus is different: 
Adidas focuses on sustainable innovation and speed factories that adapt to local 

markets and reduce delivery times. 

• Lululemon 

The footwear industry is highly competitive, requiring companies to adapt to 
changing consumer trends. In the past decade, athleisure apparel has become 

increasingly popular, with Lululemon emerging as a key competitor. Founded 30 

years after Nike, Lululemon reported $9.6 billion in revenue for 2023—a 200% 

increase from five years ago. Initially focused on women's yoga wear, the brand 

has expanded into athletic apparel, footwear, and men's clothing, broadening its 

market reach. Despite economic challenges, Lululemon achieved a 16% revenue 

increase in its fiscal fourth quarter and expects 2 digits growth in the current fiscal 
year. The company has consistently outperformed Nike in profitability, with higher 

gross and operating margins, underscoring its premium positioning in the industry. 

Lululemon's growth potential remains strong, particularly in international markets, 

as it continues to expand its product offerings and market presence. 

• Skechers 

Skechers, founded in 1992, is a global footwear brand known for comfort, style, 

and affordability. By 2022, it operated 4,705 stores, with 38% of revenue from 

direct-to-consumer sales ($2.8 billion) and 62% from wholesale. The company 

produced 266.8 million pairs of shoes in 2022, up 33.4% from 2021, and saw 

significant international growth, especially in Asia and Europe. In 2023, Skechers' 

revenue reached $8.1 billion, a 9.5% increase from 2022. Net sales rose 42.3% to 

$530.6 million. The U.S. market share fell to 41%, while international sales grew 
by 59% to $4.4 billion. From 2020 to 2022, 60% of revenue came from international 



markets, with key regions including Asia-Pacific (25%) and EMEA (23%). 

 3.3. SWOT Analysis 

Nike has achieved a considerable degree of brand recognition on a global scale, 

in the united state there is a recognition of the brand of 90%. With regard to the 

concept of brand loyalty, it is estimated that 49% of sneaker owners in the United 

States are likely to repurchase Nike products. In comparison to the 58% market 

penetration of the brand, this indicates that 84% of its owners demonstrate brand 
loyalty (Kunst, 2024). This brand strength enables Nike to target a diverse range 

of customer segments, including athletes, individuals with a penchant for fashion, 

and those who adopt a more casual approach to their attire. Moreover, the 

company's investment in research and development is regarded as one of its key 

competitive advantages, representing approximately 3% of its annual revenue in 

2023. This research and development (R&D) activity has resulted in the creation 

of innovative products such as Flyknit, which has the dual benefit of reducing 

material waste and enhancing Nike's brand image. 

The company Nike has indicated that it will maintain its focus on the footwear 

market, which currently accounts for approximately two-thirds of its revenues. The 

substantial proportion of Nike's revenues derived from the North American market 

renders the company vulnerable to fluctuations in this market, which constituted 

approximately 42% of its revenues in 2024. Such dependence renders the firm 

susceptible to the effects of recession, shifts in consumer expenditure patterns and 

rising prices in the US economy. 

Nike has an opportunity to expand its market in the emerging regions of Asia 
Pacific and Latin America due to the significant growth in demand for sportswear 

and the rising consumer incomes in these regions. Between 2003 and 2009, the 

Latin American middle class experienced a 50% expansion, increasing from 103 

million to 152 million individuals, representing 30% of the region's population at 

that time. It is anticipated that the expanding middle class will continue to constitute 

approximately 43% of the total population, a result of sustained economic growth 

and enhanced educational achievement and Nike have the opportunity to take 
advantage of this growth to increase its presence in the region. Moreover, this will 

result in a reduction in their reliance on the North American market. Additionally, 

Nike has the opportunity to diversify its product range and personalize it to meet 

local preferences. 

As a consequence of these challenges, the sportswear industry is characterized by 

intense competition. The global footwear market is expected to generate an 

additional 23.5 billion dollars in revenue between 2024 and 2030, representing a 

compound annual growth rate (CAGR) of 3.4%. The market is currently-undergoing 

North America represents the 
largest for Nike’s revenue, 
accounting for 42%. 



a phase of rapid expansion, driven by various global trends impacting consumers' 

habits and preferences. It is unsurprising that the effects of considerable rival 
pressure from Adidas, which generated €21.43 billion in revenue, and Puma, which 

generated €8.5 billion in revenue, in the same year, have been very disconcerting 

for Nike, which is attempting to maintain its position as the unquestionable leader in 

the market. Nike also faces significant geopolitical risks, particularly in two largest 

markets, the North America and China, where ongoing trade tensions and 

regulatory challenges could disrupt sales and supply chains. Additionally, Nike’s 

lack of transparency over labor practices and ethical sourcing has placed the 
company under pressure. While competitors like Adidas and Puma have made an 

effort to enhance transparency and ensure ethical sourcing, Nike's perceived lack 

of clarity in these areas has intensified public and investor concerns, potentially 

impacting its brand reputation. 

 3.4. Environmental, Social, and Governance (ESG) 

Nike has ambitious goals for the future: to reduce its greenhouse gas emissions 
by 70% by 2025 and to increase the representation of minority groups in its US 

workforce to 35%. Achieving these goals could lead to a significant increase in the 

company's brand value and net worth. The result would be higher earnings, 

improved credit ratings and lower risk premiums. Offsetting this would 3/be the 

operational costs, mainly of achieving 96% reliance on renewable energy. 

According to a McKinsey report, companies that switch to renewable energy can 

see a 20% reduction in energy costs over the long term, suggesting potential cost 

efficiencies over time. 

Nike's commitment to sustainability resonates strongly with its core customer base, 

particularly younger demographics. According to the company's consumer 

research, 58% of Nike's customers are between the ages of 18 and 34. This 

generation is increasingly focused on corporate sustainability and ethics. Research 

from McKinsey & Company and Nielsen shows that products with ESG themes 

outperform over time. On average, products with ESG claims are expected to grow 

1.5 times faster over a five-year period than those without. This underscores the 
importance of sustainability as a driver of consumer loyalty and revenue growth. 

Despite a very strong focus on sustainability, there are governance issues at Nike. 

The company's S&P Global ESG score is 44 out of 100, compared with 53 for key 

competitors such as Adidas. This gap poses risks, particularly in attracting ESG-

focused institutional investors. A lower ESG score could also increase Nike's equity 

risk premium and therefore its WACC, potentially lowering its overall valuation. As 

more competitors move to circular business models using sustainable materials, 

Nike will face increasing pressure to innovate while keeping pace with industry 
trends. At an industry level, bold targets are being set to address sustainability 



challenges. As part of the apparel and footwear industry, Nike has committed to a 

target to reduce CO2 emissions by 700 million tonnes by 2030. If competitors 
achieve such targets before Nike does, the company could lose market share or 

face punitive regulations that would put a dent in its profitability. On the positive side, 

Nike has strategically invested in initiatives to ensure diversity and inclusion, 

spending $1.4 billion with a diverse supplier base in fiscal 2023 to create business 

diversity. In doing so, this strategy can offer significant long-term benefits such as 

improved sourcing costs, the ability to develop unique products, and also better 

overall returns. Ultimately, Nike's various ESG initiatives - if implemented - will 
contribute to the market valuation through growth, cost efficiencies and risk 

mitigation. However, the company still needs to improve on its weaker governance 

scores and the competitive advantages of peers in ESG leadership. Improving 

governance and accelerating sustainability performance will be key to maintaining 

investor confidence and market competitiveness. 

5. Discounted Cash Flow (DCF) 

 5.4. Sensitivity Analysis 

Despite Nike's dominant market position and long-standing presence, uncertainty 

remains. Even small changes in certain inputs can have a significant impact on the 

projected value. The objective of the sensitivity analysis is to assess the impact of 
key drivers on the company's share price. The revenue growth charge is identified 

as the most sensitive factor, with a reduction to $67 resulting in a price of 3%. 

Changing the revenue growth rate from 3% to 5%, on the other hand, increases it 

to $81, showing how much worse performance can be due to declining revenues. 

This shows the absolute importance of sales growth in increasing the value of the 

company.  In addition, a sensitivity analysis has been carried out by stressing the 

beta to see how the WACC varies, since during our Linear Regression we a 

chieved a beta of 1.03 with a standar deviation of 3%. At a beta of 1.03, indicating 
a medium level of risk, the WACC is 8.8%. The WACC increases to 9.1% when 

Beta is slightly increased to 1.09, however the WACC is 8.6% at a lower Beta value 

of 0.97. For the purposes of this analysis, it was decided that beta should vary as 

it is an important factor in estimating the cost of equity under the Capital Asset 

Pricing Model. 

As the current WACC is 8.8%, a reduction to 8.6%, influenced by a lower beta 

(0.97 beta) would increase the value of the share to $75. Conversely, in a scenario 
where Nike has a higher beta of 1.09, it will increase the WACC to 9.1%, the share 

price would fall to $67. It follows that the WACC is one of the main determinant of 

the share price. The fact that a company's share price varies inversely with its 

WACC indicates the importance of a competitive capital structure. Both the WACC 



and terminal growth rate were stressed against the price targets and the Enterprise 

Value.  

 5.5. Scenario Analysis 

The DCF scenario analysis underlines its high sensitivity to changes in such 

assumptions: revenue growth, long-term growth, and WACC. In the worst case, 

which corresponds to conservative estimates of 2.5% revenue growth and 2.5% 

LT growth, with a higher WACC of 9.5%, the equity value decreases to $86.06 
billion, while the share price drops to $57.30, indicating significant downside risks. 

Conversely, the best case assumes more favorable conditions: revenue growth of 

4.5%, LT growth of 4.5%, and a WACC of 7.5%, which boosts the equity value to 

$176.12 billion and the share price to $117.25, largely driven by a significantly 

higher terminal value. The base case presents 4.0% revenue growth, 4.0% LT 

growth, and a WACC of 8.8%, resulting in an equity value of $106.2 billion and a 

share price of $70.70. This scenario analysis illustrates that the equity value and 

share price are highly sensitive to changes in revenue growth, LT growth, and 
WACC. The worst case reflects adverse conditions where the equity value is 

approximately 19% lower than in the base case due to slower growth and a higher 

cost of capital. The best case, on the other hand, results in an equity value increase 

of about 66% from the base case, attributed to accelerated growth and a lower 

cost of capital. This wide divergence underscores the critical importance of 

assumptions in deriving a valuation estimate and highlights how sensitive 

shareholder value can be to economic and operating conditions.  

 5.6. Monte Carlo Simulation  

A Monte Carlo simulation was performed in order to determine the robustness of 

the model. The variable of the model is share price, and the simulation examines 

the variability of this quantitative variable in the case when the following input 

assumptions are altered: sales growth, no-plat margin, equity cost and equity cost. 

This sales growth input was chosen in this case since it has a causal effect on the 
revenues forecast. This input, however, is quite uncertain, especially in the case of 

a highly competitive market. The net profit figure covers the profits made after 

operating costs and tax obligations have been met. As such, it can be said that it 

plays a vital role in the next cash potential available to the investors. This is helpful 

in advance as the no-plat margin, given understanding of its value, permits 

assessment of the degree to which the margin may be affected by changes in cost 

structure, consumer driven price competition or operational competence. And lastly, 

the cost of equity is the return that investors anticipate, which is the compensation 
for the risk associated with the subject firm as perceived by them. This has been 

experienced anytime the cost of equity changes where specific risks are identified 



within the firm, from the market or industry. Regarding the distribution of the data, it 

is positively skewed. Most of the simulations return on average equity value closer 
to a lower value in relation to the mean of the model. Very few iterations achieve an 

equity value that is significantly above the average. Further on, the model shows 

moderate dispersion. The abuse distribution suggests that in most circumstances, 

the expectations core assumptions will prove to be less extreme in optimistic cases. 
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