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Abstract (100 words maximum) 

This study examines and suggests a Pairs Trade strategy involving 

Nike and Adidas. The analysis aims to uncover relative mispricing 

between the two companies. Grounded in Discounted Cash Flow 

modeling as the main valuation approach, it is further strengthened 

by Scenario analysis and Monte Carlo simulations to ensure 

robustness. Alternative valuation methods, such as multiple 

valuation, complement the analysis to assess which stock is 

undervalued or overvalued. The conclusion, following a technical 

back-testing of a mean reversion strategy, suggests taking a long 

position in Nike and a short position in Adidas. 
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GROUP PART – Nicoletti & Grassoni 

1.  Nike & Adidas: the two main players of the sportswear industry 

Nike and Adidas represent the excellence of the sportswear industry being the two most 

dominant players. While both lead the market, they differ in history, strategy, and brand identity, 

each striving for leadership in footwear, apparel, and equipment. As such, they shape the market 

landscape with their innovative products and unique strategic approaches. This section provides 

a comprehensive overview on the history of both companies and their different initiative and 

positioning in the industry. 

1.1 Nike Background 

Nike is the world leading company in the sporting & athletic footwear and apparel industry. It 

has seen its rise in 1964 thanks to the idea of Bill Bowerman and Phil Knight under the name 

of Blue Ribbon Sports. The name Nike was born only in 1971, as initially the company was a 

distributor of Japanese running shoes under the Onitsuka Tiger brand (now ASICS). In 1971, 

Nike launched its first branded product with the iconic Swoosh, a logo that will be forever 

known worldwide after that day. The steps that followed positioned Nike as a top player in the 

industry as in 1980 they already reached 50% of the market share in the U.S. Another crucial 

move in Nike history was the launch of the iconic slogan “Just Do It” in 1988, that positioned 

the Nike brand as a symbol of aspiration and athletic ambition. Nowadays, the company is 

headquartered in Beaverton, Oregon, and operates as the largest athletic footwear and apparel 

company globally. As of 2024, it organizes its business across several regions. North America 

is the company’s largest market accounting for approximately 43% of its total revenue. Nike's 

dominance in the U.S. market is driven by its extensive retail network, high-profile sponsorship 

agreements (ex. Lebron James), and strong digital sales performance via Nike.com and its 

mobile apps. EMEA (Europe, Middle East & Africa) is the second key geographical segment. 
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It accounts for approximately 26% of its total revenue, with football sales being a key 

contributor. Greater China is the third largest provider accounting for 16% of Nike total 

revenue. Lastly, Asia Pacific and Latin America (APLA) contributes to 13%, as sales in this 

region saw a steady growth during the years, with a focus on expanding direct-to-consumer 

channels and tapping into local sports culture. Between these, the geographical area that 

experienced the highest growth from 2016 was Greater China, with a CAGR of 7.48% (Statista 

2024). Nike’s product portfolio is represented by footwear, apparel, and sports equipment. 

Specifically, Nike's product offerings are divided into different categories: Nike basketball, 

Running department, the Jordan Brand, Football, Training, and Sportswear. In addition, Nike 

owns the famous brand “Converse” that manufactures sneakers, lifestyle footwear, clothing and 

accessories. The footwear segment is the most significant, generating 68% of total revenue.  

Apparel, accounting for 28% of total revenue, is the second largest segment, leaving equipment 

with 4% of total revenue. The footwear segment has been the primary driver of revenue growth 

for Nike, achieving the highest CAGR of 5.1% since 2016, compared to the apparel and 

equipment segments, which each recorded a CAGR of approximately 2.5% (Statista 2024). 

This trend is particularly evident in Greater China, where footwear achieved an impressive 

CAGR of 8.8%. In contrast, the EMEA region saw the apparel and equipment segments 

outperform footwear, with both achieving an 8% CAGR compared to 6% for footwear over the 

same period. Similarly, in the APLA region, the footwear segment experienced faster and more 

significant growth, further emphasizing its importance to Nike's overall performance. Nike’s 

products are sold through multiple channels: NIKE Direct (comprising digital platforms and 

physical stores) and wholesale distribution. The direct-to-consumer (DTC) business, 

particularly its digital sales, was one of the fastest-growing channels, contributing nearly 43% 

of total revenues in 2024. The DTC strategy enables Nike to establish a more personal 

relationship with consumers while maintaining higher profit margins compared to wholesale 
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channels. As a matter of fact, from 2016 the DTC business outpaced the wholesale distribution 

in terms of growth, with a CAGR of 11.8% vs 2.4% (Statista 2024). This strategy put its target 

on a digital approach focused on direct engagement with customers through digital platforms 

and rapid innovation. Indeed, during the years, Nike has invested heavily in its digital 

ecosystem, such as the Nike App, SNKRS, and Nike Running Club, to boost its digital revenues. 

Nike’s manufacturing process is primarily carried out by independent contract manufacturers 

outside the United States. For footwear production, Vietnam accounts for 50% of total output, 

followed by Indonesia at 27% and China at 18%. In apparel manufacturing, Vietnam leads with 

28%, followed by China at 16% and Cambodia at 15% (Statista 2024). Nike places a strong 

emphasis on innovation, sustainability, and social impact, which are critical to its long-term 

strategy. Through investments in new technologies like Flyknit and React Foam, the company 

delivers high-performance products that suits both athletes and casual consumers. Its 

commitment to sustainability is greatly shown by the Move to Zero initiative, aimed at 

achieving zero waste and carbon neutrality across its operations. Notably, in 2023, Nike 

successfully recycled 99% of waste from its footwear manufacturing processes. Lastly, Nike's 

corporate culture prioritizes inclusion and social impact, with a workforce of approximately 

79,000 employees worldwide, focused on spreading diversity and development. Now that a 

general business overview of Nike was established, is possible to perform a SWOT analysis to 

summarize its strengths and opportunities but also weaknesses and threats. As analyzed, Nike 

was able to position itself as leader in the sportswear industry thanks to the relation it has built 

with its customers and its innovative products. One of the main strengths is therefore its strong 

brand image, as it is worldwide recognized that a Nike’s product is a quality product. In 

addition, endorsement from top athletes, combined with extensive marketing campaigns 

positioned Nike as a global brand. Moreover, as mentioned before, Nike product portfolio is 

broad and can provide a wide range of products, meeting different consumer taste and demands. 
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Another point of strength relies on its worldwide presence, making it possible to reach 

consumers in any geographical region. Lastly, Nike is known for its continuous research of 

innovation, giving it a competitive advantage in the market (Jo Manthara 2024). Despite its 

many strengths, Nike faces challenges such as reliance on third-party manufacturers, as most 

of its product are outsourced, mainly in Asia. This can expose to risks like supply chain 

disruptions and labor controversies. Moreover, the company is vulnerable to counterfeit 

products, which can erode consumer trust and affect revenues. However, Nike has significant 

opportunities for growth. The rising demand for athleisure and sustainable products presents a 

chance to diversify offerings while aligning with consumer trends. Emerging markets such as 

Asia and Latin America also offer unexploited potential for expansion, as Nike presence in 

these regions it’s not as strong as Europe and North America. Lastly, exploring new product 

categories, such as wearable technology and fitness apps, could further diversify revenue 

streams and protect from increasing competition from companies focusing on just specific 

items. With regards to possible threats, there is increasing competition in the industry, not only 

from Adidas, but from “new” companies that are trying to steal Nike market shares. Another 

main threat relies on the fast-changing trends in this industry. If Nike is not able to quickly 

adapt, it can lose interest from its consumers and lose market shares.  

1.2 Adidas Background 

Founded in 1949 by Adi Dassler, Adidas AG, is the second world’s leading brand in the athletic 

and sporting goods industry and largest sportswear manufacturer in Europe. In 1949, the 

company licensed a sneaker characterized by the famous adidas 3-Stripes. In the following 

years, Dassler was able to establish Adidas as leader in the footwear industry with different 

sporting figures wearing Adidas for their competitions. In 1972 the company presented “The 

Trefoil” as their new logo, symbol of performance, and now recognized as lifestyle and 

streetwear. From then on, Adidas has grown into a global corporation. It operates under its core 
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brand, but it also has several subsidiary brands, including Reebok, and Runtastic, a digital sports 

company.  Adidas organizes its business across different main geographical areas as it is a leader 

in the industry. EMEA represent the biggest market for the company. Indeed, it account for 38% 

of its total net sales. Europe sales drive the area, being the home market for Adidas. North 

America follows generating 25% of revenues. Initially the company faced some difficulties in 

establishing its position in the country, however after different partnerships with athletes and 

fashion brands, it was able to gain significant market shares. Asia Pacific and Latina America 

(APLA) combined represent 22% of net sales. During the years in these regions there was 

increasing interest in football and lifestyle product, with an expansion in consumer spending. 

This is why the segment experienced a 5.65% CAGR from 2016, the highest between all the 

geographic areas. Lastly, Greater China account for 15% of net sales (Statista 2024). However, 

due to regulatory changes and market saturation, Adidas is rethinking its strategies in the region.  

The German giant’s product portfolio comprehends footwear, apparel, and accessories, 

furnishing sports such as football, running, basketball, training, and lifestyle wear. Footwear is 

the largest contributor, accounting for 57% of global revenue, followed by apparel at 36%, and 

accessories and equipment at 7% (Statista 2024). Since 2002, the footwear segment has been 

the strongest performer, achieving a CAGR of 6.81%, while the apparel segment followed 

closely with a slightly lower CAGR of 5.74%. Adidas products are sold with different channels: 

DTC and wholesale. In the year 2023, the DTC channels, divided in E-Commerce and own 

retail, accounted for 41% of sales, an increase of 2% from 2022. On the other side, the wholesale 

channel accounted for 59% of total sales (Statista 2024). Regarding this, one of the main 

company’s objectives to optimize its business model is the transition from a narrow focus on 

direct-to-consumer business to a service-oriented model toward retail partners. Moreover, 

Adidas manufacturing process is almost 100% outsourced, like its main competitor, in order to 

maintain a competitive production cost. Indeed, Vietnam and Cambodia are respectively the 
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leading manufactures for footwear and apparel. Regarding the footwear segment, Vietnam 

produced 38% of the total volume, Indonesia 32% and China 14%. This resulted in almost 97% 

of the total footwear production being outsourced in Asia. Similarly, the total apparel production 

in Asia was around 91%. As mentioned, Cambodia was the largest with 23% of the total volume, 

followed by 20% in Vietnam and 15% in China. Turkey, instead, became the largest sourcing 

country in 2023, with 26% of the sourced volume for accessories and gear. Given this, a key 

aspect of Adidas’ operation is the focus on supply chain efficiency.  The primary strengths lie 

in its historical brand equity and cultural influence. Indeed, it was able to provide products such 

as the Samba and Gazelle that perfectly integrates sport and lifestyle and appeal to consumers 

interests. Another critical focus for the company is its impact through social and environmental 

activities. One example is the project “Move for the Planet” that collects money with the goal 

to fund projects around the world that provide education on sustainability and making sport 

facilities more equipped for extreme weather conditions. As for Nike, a SWOT analysis is 

performed for Adidas. The company has established itself as a leading global brand with a focus 

on innovation, distinguishing itself with the iconic three-stripe logo and a blend of performance 

and fashion-oriented products. Unlike Nike, Adidas places significant emphasis on 

collaborations with designers and luxury brands, bridging the gap between high fashion and 

sportswear. This approach has enabled the company to expand its presence in lifestyle markets 

alongside its athletic focus and capture the attention of different customers. The German brand 

also leads in sustainability efforts, actively pursuing initiatives like using recycled materials and 

aiming for climate neutrality, positioning itself as a socially responsible company in a market 

increasingly influenced by environmental concerns (Jo Manthara 2024). Despite its strengths, 

it faces challenges exclusive to its structure and market position. Indeed, it has a slower 

penetration in the North American market compared to Nike's dominance and relies heavily on 

European and Asian revenues as its shares is higher than the competitor. In addition, similarly 
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to Nike, supply chain disruption can deeply affect Adidas operations, due to their overreliance 

on Asian manufacturers. Opportunities for Adidas lie in the expansion of its e-commerce 

presence, an area where it has fallen behind Nike's digitally advanced DTC strategy. Adidas has 

also the possibility to exploit the growing trend of blending activewear with casual fashion, 

with already consolidated collaboration from icon shoes such as Samba’s with famous 

designers. However, it must remain cautious against threats such as the rising competition from 

established brands, and emerging local players in Asia. In addition, economic volatility, 

counterfeit products, and fluctuating raw material costs can present a threat to its profitability.  

2.  Industry analysis 

The apparel and footwear industry has been a major contributor to global and national 

economies, particularly in the U.S. and other leading markets. The industry plays a fundamental 

role in economic growth, employment, and international trade, with both apparel and footwear 

industries making substantial contributions to Gross Domestic Product (GDP). In 2021 for 

example, the U.S. apparel sector alone contributed approximately $367 billion to the GDP, 

accounting for around 2% of the total U.S. GDP (Statista 2024).  Regarding global impact, the 

industry can generate around 3 trillion in revenue annually, contributing an important 5% to 

global GDP.  One of the most significant factors shaping the industry is the shift in consumer 

purchasing habits, with the rise of e-commerce playing a key part. The growing reliance on 

digital marketplaces has placed traditional stores under pressure, forcing a transformation in 

retail strategies. E-commerce is enabling consumers to access a broader selection of footwear 

and apparel, making it easier for manufacturers and wholesalers to distribute products across 

different regions. This is why both Nike and Adidas DTC sales experienced such a high growth 

during the years and expenditures in innovation increased to keep in line with this trend. 
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2.1 Footwear Market  

The footwear market is segmented into four primary categories: athletic footwear, sneakers, 

leather footwear, and textile and other footwear. Among these, textile and other footwear 

dominate the market, accounting for around 35% of global sales in 2023, generating revenues 

of $140billion. Moreover, the sneakers market, despite a smaller segment, has been 

experiencing rapid growth and is projected to increase by 35% from 2018 to reach $98 billion 

by 2028.  In general, global footwear sales amounted to $398 billion in 2023, with projections 

indicating steady growth with an average annual growth rate of approximately 7% until 2028 

(Cascarino, et al. 2024). Geographically, Asia is the largest regional market for footwear, with 

revenues of $152.7 billion in 2022, and is expected to grow around 10% annually (Cascarino, 

et al. 2024). This growth is indicative of the increasing importance of emerging markets, both 

as production hubs and as significant consumer markets. In contrast, Europe, North America, 

and China are projected to experience lower growth, with CAGR of approximately 4%, 7%, 

and 6%, respectively. These regions continue to play a significant role in driving overall 

industry expansion due to their established consumer bases and strong brand presence. 

Meanwhile, Middle East and Africa stand out as high-potential markets, with a projected CAGR 

of around 10%.  

2.2 Apparel Market 

Apparel market refers to clothing that is produced for private end customers. This represents a 

huge market with worldwide revenues of 1.7 trillion in 2023. Overall, this segment is expected 

to grow annually at 6% until 2028 (Cascarino, et al. 2024). Geographically, Asia leads this 

segment in terms of total revenue. Indeed, in 2022 generated 617 billion in revenue, and it 

expected to be the second highest growing region with a CAGR of approximately 8% until 

2028. The region's growth is fueled by both local consumption and export markets, with nations 

like Bangladesh, Vietnam, and India playing major roles in the manufacturing of clothing due 
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to their cost-effective labour markets. Moreover, Middle and Africa leads the way in expected 

growth with a CAGR of around 9%, but their contribution in terms of total revenue is still 

minimal. However, these markets alongside with Latin American region represent opportunities 

for future growth. The expansion of the middle class in these regions, coupled with rising 

disposable incomes, is expected to drive demand for both affordable and branded apparel.  

2.3 Sportswear Industry Main Players 

The industry is characterized by lots of different players, those focusing more on luxury apparel 

such as Gucci or Prada; those focused on sporting footwear and others focused on different 

aspects. Therefore, it is important to understand which are the main players that compete with 

Nike and Adidas. In this report, Under Armour, Puma, Lululemon, VF Corp and Amer Sports 

are recognized as main competitors for Nike and Adidas (Statista 2024). Puma can be 

recognized as one the main players in apparel and footwear industry with the focus on alethic 

items. As a matter of fact, in 2023 the company was third, behind Nike and Adidas, in global 

sales between alethic apparel, accessories and footwear selling companies. In addition, since 

2016 it has increased its global revenue with a CAGR of around 10%, underlying its efficiency 

in competing with the two main players. Similarly, Under Armour was fifth between athletic 

apparel, accessories and footwear selling companies with a revenue of around 5.9 billion. Since 

2016 it has experienced a lower growth than Puma, as its compounded annual growth rate was 

around 2.5%. One of the main differences it has with the other companies is that its focus area 

is apparel rather than footwear. Lastly, Lululemon Athletica was ranked fourth in total revenue 

between alethic apparel, accessories and footwear selling companies, it has experienced an 

incredible growth since 2016 with a CAGR of 17.5%. Lululemon’s significant growth is largely 

attributed to its use of high-quality, durable, and comfortable materials, which set it apart in this 

competitive market. As of 2024 it is the company with the highest excepted sales growth during 

the next years with a CAGR of around 14%, ultimately establishing it as one of the main players 
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of the sector. While VF Corporation is not strictly focused on athletic or sports apparel, it is 

included as a competitor due to its significant presence in the broader footwear and apparel 

market, particularly with lifestyle-oriented brands, such as Vans, The North Face, Timberland, 

and Dickies. Company's revenue experienced fluctuations during recent years. In fiscal year 

2024, it reported revenues of $10.455 billion, a 9.97% decline from the previous year 

(MacroTrends 2024). Similarly, Amer Sports stands as a significant player, owning renowned 

brands such as Arc'teryx, Salomon, Wilson, Atomic, and Peak Performance. Since initiating its 

transformation journey three years ago, Amer Sports has achieved a remarkable 21% CAGR, 

culminating in net revenues of $4.37 billion in 2023 (Amer Sports 2024). 

2.4 Industry Key features  

The sportswear sector benefits from major trends such as digital evolution, growing emerging 

markets presence, and the integration of athletic performance with lifestyle fashion. Nike is 

trying to exploit these trends increasing its digital ecosystem presence, Nike App and SNKRS 

platform, that has driven its digital sales to 43% of total revenues, reflecting a robust DTC 

strategy and consistent with slogans like "Just Do It," which match with the company's 

worldwide presence and high-performance products. Adidas, on the other hand, emphasizes its 

long-standing brand equity and collaborations with premium designers to combine athletic and 

high fashion, attracting a wide range of consumers. Moreover, Adidas is better exploiting the 

growth of emerging markets, with higher market share in these regions and projected future 

investment to consolidate its positioning. Both firms are capitalizing on the athleisure 

movement, with Nike focusing on innovative footwear technology and Adidas driving 

development through cultural impact and collaborative product lines. 
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2.5 Sustainability 

As sustainability continues to influence corporate strategies, the emergence of anti-ESG 

sentiment presents a significant challenge for companies like Adidas and Nike. With a growing 

focus on factors such as geopolitical risks, both companies and investors are allocating less 

attention to sustainability risks and opportunities. Furthermore, recent consumer trends reveal 

a declining emphasis on sustainability, particularly in the apparel and footwear sectors. 

According to (Adams, Alldredge e Kohli 2024), younger consumers in Europe and the U.S. are 

increasingly deprioritizing sustainability as a key purchasing factor amidst inflationary 

pressures and economic uncertainty. Between 2023 and 2024, the percentage of Gen Z and 

millennial consumers willing to pay a premium for sustainable products decreased. This shift 

confirms the difficulty of using sustainability as a competitive differentiator especially in this 

industry, mainly given the higher production costs associated with eco-friendly products. 

Adidas and Nike have both made important steps in sustainability. Both companies prioritize 

environmental goals, with Adidas leading its “End Plastic Waste” initiative and Nike advancing 

its “Move to Zero” campaign. These initiatives required substantial upfront investments and 

significant supply chain modifications, placing greater pressure on Adidas's tighter operating 

margins. In fact, Adidas has taken a more aggressive stance on measurable KPIs, particularly 

in the social pillar. For example, the company has implemented Fair Labor Association (FLA) 

Workplace Standards and committed to ensuring that 80% of its workers are covered by 

collective bargaining agreements by 2025. In contrast, Nike has been less transparent in 

reporting social-related KPIs, although the company has made improvements in recent years. 

One of Nike’s key strengths lies in its high R&D spending, among the highest in the industry, 

which provides a competitive advantage by driving innovation in sustainable materials and 

manufacturing processes. As reflected in ESG scores, Adidas ranks highest among its peers, 

while Nike remains competitive, showing positive trends over time (Figure 2.1, Appendix). 
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Despite the challenges, regulatory pressures such as carbon taxes and stricter emissions targets 

remain inevitable, forcing companies to continue their sustainability initiatives. The regulatory 

frameworks in which companies operate further highlight key differences. Adidas, 

headquartered in the EU, operates under stricter regulations that place a stronger emphasis on 

ESG initiatives. In contrast, Nike, based in the U.S., functions within a regulatory environment 

that places comparatively less emphasis on sustainability. The climate crisis and reputational 

risks underscores the necessity of keeping sustainability central to strategic planning, as a 

vehicle to mitigate long-term risks. Our base-case forecast assumes that both Adidas and Nike 

will maintain strong positions in sustainability, within the current context of ESG sentiment de-

prioritization. This further mitigates medium to long-term risks, as both companies are already 

well-positioned due to their substantial investments in sustainability initiatives to date. 

3.  Macroeconomic Overview: main factor influencing the sector 

Understanding diverse macroeconomic contexts is pivotal for evaluating the performance of 

consumer goods companies like Nike and Adidas. Economic fluctuations influence consumer 

confidence and discretionary spending, which are key drivers for apparel and footwear demand. 

While advanced economies face headwinds from high borrowing costs and slowing growth, 

emerging markets offer robust expansion fueled by rising disposable income. Analyzing these 

dynamics provides crucial insights into how global economic conditions influence valuations, 

with geographic segmentation serving as the primary driver for understanding and forecasting 

the financial performance of the leading sportswear companies across different regions. 

United States and Eurozone 

Global inflation, driven by post-COVID supply chain disruptions, fiscal stimulus and strong 

consumer demand, peaked at around 10% in developed economies in June 2022. This surge 

significantly increased production and logistics costs, putting pressure on profit margins and 
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forcing both companies to carefully adjust pricing strategies to support consumer demand. In 

response to soaring inflation, central banks acted decisively: the Federal Reserve raised rates to 

5.50%, the Bank of England to 5.25% and the European Central Bank to 4.5% by mid-2023. 

While these measures were crucial in containing inflation, they also increased financing costs, 

hitting Adidas in particular, whose weaker performance in 2022-2023 made it more vulnerable 

to adverse financing conditions than Nike. The economic effects of inflation and monetary 

policies have stressed differences between the United States and Europe. In the U.S., the 

economy demonstrated resilience, with Gross Domestic Product (GDP) growth stabilizing at 2-

3% in 2023-2024 and consumer spending remaining robust. Advanced economies are likely to 

continue cutting interest rates as inflation normalizes. Indeed, the Federal Reserve is expected 

to cut rates by 50 basis points by year-end, with a total reduction of 100 basis points by the end 

of 2025. GDP growth is forecasted about 3% for 2024 and 2% for 2025 (Trading Economics 

2024). These favorable conditions benefited Nike, whose dominant position in the North 

American market allowed it to leverage steady demand despite earlier inflationary pressures. 

However, several signs suggest potential uncertainty for the future, such as prolonged periods 

when the Fed Funds rate exceeds nominal growth, which often indicate economic risks. This 

stresses the need for further rate adjustments to mitigate potential challenges, a key assumption 

built into the current base case of our analysis. In contrast, Eurozone economic recovery has 

been slower and more uneven, with GDP growth stagnating between 0.1% and 0.7%; hence 

interest rate cuts are expected to proceed more rapidly than in the U.S., where strong private 

consumption supports growth, to counteract weaker demand and industrial challenges. A 

significant example is Germany, where GDP contracted by 0.1% in Q2 2024, highly affected 

by energy dependencies (Trading Economics s.d.). Elevated energy costs due to the Russia-

Ukraine and Middle east conflicts further weighted on consumer spending and supply-chain 

dependencies especially for Adidas, resulting in higher one-off losses during the recent years.  
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Growth is projected to stay below 1.5% annually in 2024 and 2025, with the ECB likely 

prioritizing rate reductions to stimulate the economy amid slower recovery dynamics. 

Therefore, beyond the current trend that positions Adidas with a stronger momentum than Nike, 

these regional disparities highlight Nike’s advantage in operating within a more resilient U.S. 

market, while Adidas continues to face economic challenges of Europe. 

Greater China 

After peaking in early 2020, China’s inflation sharply declined as COVID lockdowns weakened 

consumer demand and disrupted economic activity. Although a recovery began in 2021 and 

early 2022 following the initial reopening of the economy, the prolonged lockdowns in 2022 

reversed much of this progress. Reduced retail activity and production delays slowed both 

consumer spending and industrial output, severely limiting sales and disrupting supply chains 

for Nike and Adidas, particularly in their 2022 results. These disruptions set the stage for the 

deflationary pressures that emerged by 2023 and 2024. By mid-2024, inflation had fallen to 

near zero or negative levels, with core inflation at just 0.4%, reflecting the ongoing uncertainty: 

retail sales, growing at just 5% annually compared to 10% pre-2019, and stagnant investment 

highlight ongoing structural challenge (Asian Development Bank 2024). The People’s Bank of 

China has responded with rate cuts, alongside plans to issue 2 trillion yuan in special sovereign 

bonds to stimulate weak domestic consumption. Despite these issues, China's 2024 growth 

target of 5% appears achievable while long-term growth is expected to gradually slow, reaching 

3.6% by 2027. Both companies, heavily reliant on the Chinese market, see long-term 

opportunities to regain momentum in this key revenue region. Pre-COVID, Adidas derived over 

20% of its revenue from China, while Nike has shown consistent but flat growth there. For this 

reason, Adidas’s recent efforts to strengthen its presence may provide a competitive edge. 
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Emerging Markets 

Emerging Asia has shown consistent resilience, with GDP growth stabilizing at 5% in 2023-

2024, supported by strong domestic demand and exports in high-tech industries. Inflation, 

which peaked in 2021, has moderated to 2.5%-3%, providing a more stable economic 

environment. In contrast, Latin America has faced higher inflation at 7-8% and slower GDP 

growth, around 3%, reflecting ongoing vulnerabilities to global shocks, external pressures, and 

monetary tightening. However, emerging markets are poised for steady economic growth in 

2024, driven by strong domestic demand and favorable demographics. Regions such as 

Southeast Asia, India, and Brazil are expected to outperform advanced economies, supported 

by resilient consumption and rising investment. India, with its young workforce and rapid 

urbanization, leads the group in GDP growth, and similarly Southeast Asia benefits from robust 

expansion. These regions offer long-term potential, driven by a young, optimistic and fast-

growing consumer base, favoring premium products and brands. As a result, Adidas and Nike 

are well-positioned to benefit from the favorable conditions. The former already generates over 

25% of its revenue from developing Asia and Latin America combined, demonstrating a strong 

momentum in these regions. This higher share reflects its successful market differentiation 

strategies, particularly in developing Asia, where it has concentrated its recent efforts on 

deepening penetration and building brand loyalty. Nike, on the other hand, has slightly lower 

current exposure to these regions, with less than 15% of its revenue from the combined Asia-

Pacific and Latin America segments. However, its global leadership and strong direct-to-

consumer strategies position it for significant future growth as it continues to scale operations 

in these high-potential markets (Asian Development Bank 2024). 
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INDIVIDUAL PART – Gregorio Nicoletti 

4.  Financial Analysis: Understand historical performance 

The analysis aims to provide deeper insights into the key aspects of both companies' operations, 

explore their historical financial performance, from cash flow management and liquidity 

management to their capital structure and profitability. In addition, sales and cost drivers will 

be the foundation in projecting future forecast used for the different ending valuation methods.  

4.1 Financial Statement Reformulation 

Financial analysis is essential because it enables stakeholders to assess a company's financial 

stability, profitability, and potential for future growth. However, financial statements are 

structured in a way which may not present a clear picture for analytical purposes. Therefore, it 

is necessary to reformulate income statements and balance sheets to separate core from non-

core activities and financing activities to provide a clearer view of the company’s focus areas, 

long-term strategies, and potential future performance. Table 4.1 and 4.2 illustrates the 

reclassification and shows the results for each category. Additionally, for a more detailed 

analysis we divided core and non-core segments by product type (footwear, apparel, and 

equipment) (Table 4.3 and 4.4, Appendix) and geographic areas. After this examination and 

reclassification, we found that non-core activities are minor for Nike and largely offset for 

Adidas. For the balance sheet, we also divided items between core and non-core activities to 

understand how capital is allocated within the company’s operations. For Adidas, H1 2024 data 

was included due to the distinct nature of balance sheet items compared to income statement 

items, allowing continuity and comparison with end-2023 figures. This ensures a more 

consistent comparison with Nike’s fiscal year and captures Adidas’ 2024 trend reversal. Even 

in this case, most items are classified as part of core activities and included under core invested 

capital. The only exception is the inclusion of lease liabilities under financial items, as specified 

in the annual report (Table 4.5 and 4.6, Appendix).  
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4.2 Cash flow management and liquidity 

Effective cash flow management and liquidity are two of the most important features in 

financial analysis, as they ensure that the company can settle its obligations, continue its 

activities, and finance new growth opportunities. Cash flow management is best described as 

practices applied to monitoring, analyzing, and ultimately optimizing cash inflows and outflows 

(Faque 2020). On the other hand, liquidity considers the capability of the company to meet its 

short-term liabilities through liquid assets. To determine the company’s cash flow management, 

the evaluation will be based on the Cash Conversion Cycle (CCC) and its component: Average 

Holding Period, Average Collecting Period and Average Payable period. The first ratio 

measures the average days that inventory is kept before being sold. For the last reported year, 

Nike presented a value of 96. Compared to the previous year’s Nike is better managing its 

inventory level, successfully obtaining capital inflow in less days. The value is in line with pre-

COVID level, showing the ability in recovering from inventories issues induced by the 

pandemic. On the other side, Adidas’ inventory takes on average 147 days before being sold, 

around 50 days more than Nike. The Average Collecting Period represent the number of days 

on average that it takes for a company to receive the money from its sales. Nike can generate 

capital inflow on average in 31 days. Similarly, Adidas has a value of 32 days and it’s improving 

since the previous years. Lastly, the Average Payable Period represent the number of days 

needed before settling supplier obligation. Nike present a value of 37 days that shows a decrease 

from the previous years. Adidas present a similar worsening trend; however, it takes on average 

74 days to pay its suppliers. This portrays an advantage compared to Nike as it has more 

flexibility in collecting the required capital. Both Nike and Adidas present similar CCC values, 

with Nike’s CCC being around 10 days lower than Adidas’ (91 vs 105). This represents the 

number of days it takes to the respective companies to perform their trade cycle. Table 4.7 and 

4.8 present a summary of the analysis. To assess the company’s liquidity levels, we used 
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different activity ratios. The first one is the current ratio. Throughout all the analyzed years 

Nike presented a ratio above 2, therefore showcasing its strong ability to meet short term 

obligations. Similarly, Adidas always had a value slightly above 1. Moreover, the Quick ratio 

measures the company ability to meet its short-term liabilities using its most liquid assets thus, 

without considering inventory. Nike presented a value above 1 in all the analyzed years. On the 

contrary, Adidas had a value of 0.66 in the last reported year, with similar values for previous 

ones. This indicates that Adidas rely heavily on the sales from its inventory to cover all short-

term liabilities. Lastly, the Cash Ratio measures the company ability to cover its short-term 

liabilities with just Cash & cash equivalent. Nike present values of almost 1 for this ratio (0.93 

last reported year). Instead, Adidas present a value of 0.18 for the last reported year, highlighting 

challenges in meeting its obligation with the available cash (Table 4.7 and 4.8, Appendix).  

4.3 Capital Structure 

Capital structure is an important determinant of market value and overall firm health. The 

proportion of debt to equity can affect the firm valuation and its cost of capital. A common 

approach taken by corporations is to use more debt capital in their financing mix to increase 

value for their shareholders, benefiting from the tax shield on interest payments. However, 

increasing reliance on debt also raises the firm's financial risk, potentially leading to higher 

borrowing costs and a greater overall cost of capital. One key metric to examine is the gearing 

ratio. Over the analyzed period, Adidas’ gearing ratio reveals a dynamic trend, shifting from a 

positive 1.9% in 2018, to a steep increase reaching -58.6% in 2022, before stabilizing at -51.8% 

in H1 2024. These shifts indicate strategic adjustments, likely influenced by operational needs 

and market conditions but also signals increased financial risk. At the same time, Nike’s gearing 

ratio demonstrates a stable and more conservative approach compared to Adidas. Starting at -

9.6% in 2018 and declining further to -43.8% during the pandemic before stabilizing at -24.4% 

in 2024. Another perspective is given by Debt-to-Equity ratio. In 2022, Adidas’ D/E ratio 
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peaked at 141.5%, reflecting a sharp increase in net debt due to reduced cash reserves and 

remained high at 107.6% in 2024. Nike's D/E ratio shows a different trend. It first jumped to 

78.1% in 2020 due to a significant increase in long term debt. However, by 2024, Nike reduced 

its D/E ratio to 32.3%, signaling effective debt management and improved equity positions 

(Table 4.9 and 4.10, Appendix). Moreover, evaluating the Debt-to-EBITDA ratio provides 

valuable insight into a company’s ability to manage debt relative to its operational earnings. For 

Adidas, the ratio increased significantly in 2023, jumping from 0.91 in 2021 to 3.90, driven by 

a notable rise in net debt and declining EBITDA. Nike, on the other hand, shows more stability. 

Its Debt-to-EBITDA ratio spiked to 1.54 in 2020 as long-term debt increased and EBITDA 

declined due to pandemic-related challenges. However, the company managed to reduce the 

ratio to 0.63 by 2024, reflecting improved EBITDA and debt management. Additionally, the 

solvency ratio measures a firm’s ability to meet its long-term obligations. For Adidas, it dropped 

from 69.0% in 2018 to 33.4% in 2022, reflecting rising liabilities and a sharp decline in equity 

due to weaker performance. By H1 2024, it stabilized at 35.0%, showing limited recovery and 

a potential reverse trend.  On the other side, Nike saw its solvency ratio rebound from a low of 

34.6% in 2020 to 60.9% in 2024, because of a stronger profitability. 

4.4 Profitability Analysis 

Profitability analysis is one of the major critical aspects that portray the performance of a 

company by measuring the returns received on investment and the effectiveness of the 

operational activities during the fiscal year. This analysis will focus on metrics such as Return 

on Equity (ROE), Return on Assets (ROA), Return on Invested Capital (ROIC), Gross Margin, 

and EBITDA Margin. Gross Margin is the ratio used to assess the profitability of the core 

operations before facing other operating expenses, taxes, and interest. Both companies present 

a Gross Margin around 45-50%. This result is given by the nature of their industry. Indeed, 

brands like Nike and Adidas (being leaders in the industry) can command premium prices due 
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to their global reputation, allowing for significant markups on apparel and footwear, where 

production costs are relatively low compared to the retail price. Next, the EBITDA margin, 

which accounts for additional costs like SG&A expenses, offers a more comprehensive 

perspective on operational efficiency than Gross margin. This margin reveals a more notable 

contrast between the companies. Nike has consistently maintained a stable EBITDA margin 

around 15% (most recently at 14%), demonstrating its effective management of SG&A 

expenses and its ability to sustain robust operating margins over recent years. In contrast, 

Adidas has experienced a downward trend in its EBITDA margin, falling to 6%. This decline 

highlights Adidas’s challenges in managing SG&A costs, partly due to the revenue drop from 

the termination of the Yeezy line. Despite this loss in revenue, Adidas still had to cover its fixed 

operating expenses, which, led to a lower EBITDA margin (ADIDAS 2023). Moreover, ROA 

is a profitability metric that measures a company’s efficiency in generating earnings from its 

total assets. Nike’s ROA has been relatively strong and stable over the years. Starting at 8.7% 

in 2018, Nike’s ROA peaked at 17.1% in 2019. Despite a dip to 8.3% in 2020, due to global 

disruptions, Nike rebounded with a consistent upward trend with a ROA of 14.6% in 2024. In 

contrast, Adidas’s ROA showed more volatility, starting strong at 11.8% to then decline to -

0.6% in 2023. This downward trend reflects Adidas's struggles with lower revenue and fixed 

costs that could not be sufficiently offset, particularly after the loss of key product lines. On the 

other side, Return on Invested Capital is used to evaluate a company ability to generate returns 

from its invested capital. During the years analyzed, Nike and Adidas present different trends, 

highlighting differences in capital management. As a matter of fact, Nike was able to achieve 

and maintain an overall ROIC always above 20%. This stability demonstrates Nike's effective 

capital utilization and ability to generate substantial returns from its operations. In contrast, 

Adidas’s ROIC has been more volatile. Beginning at 31.4% in 2018, Adidas’s ROIC dropped 

close to zero in 2020 before recovering to 29.4% in 2021. However, it saw a sharp decline to 
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8.4% in 2022 and turned negative at -0.9% in 2023. This downward trend highlights Adidas’s 

recent struggles with profitability and efficient capital use. We further breakdown the ROIC to 

analyze the Core ROIC and its components.  For both companies, core operational margin 

before COVID result where similar around 9%. During the years, Nike was able to maintain 

similar result. Instead, Adidas core operational margin deteriorated until a value of 0.9%. Core 

asset turnover instead measure the success of asset employment to generate returns. Nike’s core 

asset turnover, although gradually decreasing, remains relatively high, falling from 397% in 

2018 to 285% in 2024. Adidas, on the other hand, has experienced a more pronounced drop in 

core asset turnover, from 456.7% in 2018 to 206.0% in 2023. Table 4.11 and Table 4.12 provide 

a summary of the result. Lastly, ROE is one of the most fundamental measures of the efficiency 

with which a firm generates returns for shareholders from its equity. By breaking it down, we 

can understand which factors are the drivers for each company's ROE and gain further insight 

into the companies' capital allocation and efficiency of operations. For the years considered 

Nike present a steady ROE, ranging from 30% to 40% (39.5% last year). This consistency 

reflects Nike’s effective use of equity to generate profits. On the other side, Adidas ROE 

presented high volatility with a peak ROE of 36% in 2021 to a -5.6% in 2023. If we investigate 

the components of ROE, is possible to highlight the differences in ROIC, stable and positive 

for Nike and declining for Adidas, as the main reason of such distinctive values in ROE. If we 

further analyze the last decomposition of ROE is possible to see that Nike’s strong ROE is 

mainly driven by stable and profitable core operations, with minimal dependence on debt and 

non-core activities. Adidas ROE, by contrast, shows greater influence by non-core activities 

and leverage that deteriorate its value (Table 4.13 and 4.14, Appendix). 

4.5 Cost Drivers 

The close link between cost dynamics and revenue is evident in Nike and Adidas, reflecting the 

structure of their operations and strategic priorities. For Cost of Goods Sold (COGS), Adidas 
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has historically achieved higher profit margins compared to Nike, though it has been on a 

declining trend. This suggests that while Adidas’ sales have decreased, it has not effectively 

managed its cost structure to align with this reduction. Nike, in contrast, has maintained stable 

COGS at approximately 45% of revenue, showcasing consistent cost efficiency even into the 

first quarter of 2025. Without access to unit sales data, it is challenging to identify precise cost 

drivers, but from the report analysis is evident that the reliance on outsourcing in Asia allows 

Adidas and Nike to maintain competitive COGS due to lower production costs. In marketing 

expenses, Adidas has reduced spending as a percentage of revenue but still remain higher than 

Nike’s. This reduction has coincided with a proportional increase in distribution and selling 

expenses, reflecting the impact of supply chain challenges post-Russia-Ukraine war and 

Adidas’ higher energy dependencies. On the other side, Nike has seen nominal increases, while 

reducing marketing expenses as a percentage of sales, due to its steady revenue growth. 

Operating overhead expenses have diverged between the two companies. Nike’s nominal and 

percentage increases are attributed to rising employee numbers and wages to support growth. 

However, following weak results in 2024 and Q1 2025, Nike aims to reverse this trend (NIKE, 

INC. 2024). Adidas, on the other hand, has rationalized employee numbers while managing 

wage increases, reducing the impact of general and administration costs. These dynamics 

contribute to significant differences in total operating expenses (OPEX). Adidas’ OPEX has 

risen from 90% of revenue in 2018-2019 to 99% in 2023, eroding profitability. Nike has 

maintained OPEX consistently below 90%, apart from the pandemic, reflecting its stronger cost 

efficiency and better operational alignment with sales, even in the 2025 first quarter with lower 

revenues. Adidas’ EBITDA margin dropped from 18% pre-COVID to 6% in 2024, with 

operating profit at just 1.3%. Its higher D&A as a percentage of PP&E (23% vs. Nike’s 16%) 

indicates heavier asset reliance, potentially reflecting less efficient asset utilization (Table 4.15 

and 4.16, Appendix). 
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4.6 Sales Drivers 

The sales drivers for Adidas and Nike reveal distinct dynamics across segments, channels, and 

geographical areas, shaped by market trends and strategic priorities. For segments, Adidas has 

seen footwear recover strongly post-COVID, now the fastest-growing division in 2024. 

Conversely, apparel grew during COVID but declined recently, while accessories and gear had 

continuous steady growth, reflecting global fitness and athleisure trends. Nike has consistently 

grown its footwear segment over the years, though it experienced a slowdown in 2024, signaling 

potential sales declines.  In channels, Adidas has reduced its own retail stores to optimize costs, 

while e-commerce and social commerce sales have surged, now comprising nearly 44% of 

revenue versus 28.7% in 2018. Wholesale remains its largest channel, growing nominally due 

to partnerships, although its percentage contribution has declined with e-commerce’s rise. Nike 

has also expanded its e-commerce presence while maintaining strong wholesale performance. 

Geographically, even though Adidas provides geographic data, its utility is limited due to 

changes in segmentation in the 2024 updated reporting structure. Adidas leads in EMEA, driven 

by its German roots, but struggled in 2023 due to Yeezy inventory liquidation, which pressured 

margins. In the Americas, Adidas faced competition from U.S. brands like Lululemon, with 

footwear sales down 22% in 2024. Nike has shown consistent growth in EMEA and NA, with 

the U.S. contributing over 40% of its revenues, yet EMEA sales have recently declined. In 

China, both brands suffered in 2022 due to lockdowns, however Adidas was hit harder, with the 

market representing 20% of its 2021 revenues. Emerging markets show Adidas’ advantage, with 

LATAM and APAC contributing over 20% of total revenue and growing steadily. Nike’s 

combined LATAM and APAC markets account for 13-14% of revenues. Given this, Adidas’ 

stronger position in emerging markets, highlights its potential for growth and profitability 

(Table 4.17 and 4.18, Appendix).  
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4.7 Invested Capital  

To forecast future financial statements, it is essential to identify the key drivers of invested 

capital. This analysis focuses mainly on operating cash, inventory levels and property, plant, 

and equipment. Unlike other industries where a slightly lower margin may suit, the consumer 

goods sector typically requires more operating cash due to the need for efficient inventory 

management and supply chain flexibility. We calculated Adidas' operating cash at 3% of total 

revenue, which aligns with the standard guideline for the retail and apparel sector. On the other 

side, given Nike’s high cash levels, we assumed 5% of total revenue as operating cash. 

According to this approach, Adidas’ excess cash is just 0.5% of revenues, reflecting reduced 

cash reserves, potentially impacting Adidas’ ability to defend financial pressures, while Nike 

nearly doubled its cash reserves post COVID. This approach allows Nike to keep steady cash, 

ensuring the liquidity needed for operational and financial flexibility. Moreover, Adidas’ PP&E 

remained stable, decreasing slightly from €2,237 million in 2018 to €2,095 million in H1 2024. 

The reduction in retail stores (from 2,520 in 2018 to 1,863 in 2023) was partially offset by 

investments in distribution centers to support e-commerce growth. The increase in Right-of-

Use assets in 2024 suggests operational efficiency and resource alignment with demand, 

particularly in emerging markets. Similarly, Nike’s investment in PP&E reflects its commitment 

in supporting long-term growth and operational capacity. In addition, the PP&E-to-store ratio, 

ranging between 4.44 and 4.78, showcase Nike consistency in allocating capital for PP&E 

however, with a declining investment in physical stores (NIKE, INC. 2024). As a matter of fact, 

also ROU as a percentage of revenue shows a declining trend due to Nike increased focus on 

digital sales. Moreover, Adidas’ inventory management has faced significant challenges, 

reflected in the average holding period trend. The holding period peaked at 183.71 days in 2022, 

following reduced sales performance and the termination of the Yeezy collaboration, leading to 

inventory buildup. Similarly, Nike experienced a peak in its holding period during 2022 (121 
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days), however it was able to recover fast bringing it back to almost pre-COVID level around 

96 days. Both Adidas and Nike inventory consistently exceeded PP&E as a percentage of 

revenue, reflecting the apparel sector's reliance on high stock levels to meet demand and 

seasonal trends. Goodwill remained stable for both companies, reflecting limited acquisition 

activity. Intangible assets are relatively low despite strong brand presence, emphasizing organic 

growth over brand acquisitions. Similarly, for both companies Current accrued liabilities as a 

percentage of OPEX show a slight decline, signaling improved cost control and a focus on 

streamlining operating expenses over recent years (Table 4.19 and 4.20, Appendix).  

4.8 Forecasting Income Statement and Balance Sheet 

Once having analyzed the historical financial performance and the different sales and cost 

drivers of the company, is now possible to use this analysis, adding other information, to 

forecast income statement and balance sheet for the future years. To do so we used several 

variables such as Real GDP growth of the various geographical areas, past and projected 

specific industry CAGR, and the in-depth analysis of the company performed (Table 4.21, 

Appendix). The main driver of our future valuation is revenue forecast. We decided to divide 

the future years in different “phases”: one from 2025 to 2029, and the other from 2030 to 2033. 

For the first phase our analysis will be focused on specific assumptions based on sales drivers 

and specific geographical info’s regarding footwear and apparel. In addition, we will use the 

2025 Q1 result for Nike and 2024 H1 result for Adidas to understand latest trends. For the first 

phase, we will derive our revenue forecast divided by geographic areas for Adidas (given the 

absence of historical info for segment by geographic area) and by geographic areas and product 

type for Nike. For both companies, we derive our model projections based on currency neutral 

trend, except for 2024 adidas forecast that is high negatively impacted by currency fluctuations. 

Adidas’ H1 2024 results show a strong recovery, with double-digit currency-neutral growth in 

Europe (+22%), China (+7.5%), APAC (+23.2%), and LATAM (+13.1%), driven by vintage-
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inspired models and focus on high-growth regions. North America revenues declined by 5.9%, 

impacted by discounted Yeezy inventory despite improving underlying business. This results in 

a strong overall 2024 for the company, compared to unremarkable 2024 for Nike with revenue 

growth of just 0.3% and showcasing difficulties that will continue for the next year. Indeed, 

Nike’s 2025 outlook highlights challenges. To forecast revenues for the year 2025 we compared 

the 2025Q1 results with the 2024Q1 result and assumed that the percentage change will be 

almost constant for the full year. With regards to EMEA, on a currency neutral base, footwear 

revenue decreased by 12%, apparel by 11% and accessories by 6%, resulting in an overall 

decrease of 11%.  This decline was due to several factors such as economic challenges and 

decrease in wholesale revenues. North America faced a slightly lower overall decrease of 10%. 

This was driven by a 14% decrease in the footwear segment and a 10% in the apparel. The main 

reasons behind this drop were reduced consumer demand and a significant drop in digital sales, 

which fell by 20%. Other main markets such a Greater China and APAC & LATAM experienced 

less amplified revenue drop. Greater China revenue declined an overall 3% with the main driver 

being the apparel sector (-9%). This decrease was influenced by elevated inventory levels and 

moderated consumer spending. Similarly, APAC & LATAM segment’s revenues dropped by 

2%.  On the other side, Adidas will follow its 2024 momentum, with revenue growth for 2025 

adjusted above the industry CAGR, resulting in €24.5 billion (+6%).  For the year 2026 we 

expect a recovery from Nike ($50.5 billion, +8%) and further boosted revenue for Adidas (€26.9 

billion, +9.85%) because of the FIFA World Cup that will take place from June to July 2026 in 

United States, Canada and Mexico. This event is expected to drive growth particularly in NA, 

LATAM, and Europe, given the companies’ strong presence in football. This is why for Nike, 

for the year 2026 we forecast revenue growth based on the regional and type of product 

projected CAGR combined with projected real GDP growth of the region, adjusted for expected 

market share, resulting in revenue of $50.5 billion (+8% from previous year). Whereas for 
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Adidas, revenues are projected to growth above CAGR and further enhanced specifically in 

North America. This is due to the anticipated benefit from a reversal of recent negative trends, 

supported by Adidas strategic positioning and investments in the NBA, a sector dominated by 

Nike, and a renewed positioning in the wholesale market. Post-2026, growth in advanced 

economies like NA and Europe is forecasted to align with industry cyclicality, with Adidas 

revenue CAGR stabilizing at 5% in Europe and 4.6% in NA by 2029, driven by the athleisure 

and fitness wave. Similarly, Nike revenue growth will stabilize around 7% in NA and 6% in 

EMEA, slightly above industry growth due its recovery and revenue boost due to World Cup in 

2026. In emerging markets like APAC and China, Adidas growth is forecasted above the 

regional CAGR, leveraging Adidas' competitive advantage in these regions. By 2029, China’s 

CAGR of 8.4% and APAC’s 10.4% highlight the potential for sustained growth, further 

supported by significant investments in retail stores and regional distribution expansion, 

allowing Adidas to strengthen its presence and capture consumer demand. On the other side, 

Nike revenue growth in these regions is forecasted to be lower than Adidas, with CAGR in 

Greater China around 5,9% and CAGR in LATAM&APAC around 9%. With regards to China, 

Nike has been the leading sportswear brand. This dominant position means that its growth 

potential is more constrained compared to Adidas, which have more room to expand their 

market presence. Additionally, the rise of local brands such as Anta and Li-Ning has intensified 

competition, affecting Nike's growth prospects. Instead, in APAC & LATAM, Adidas market 

share is higher compared to Nike. As said, Adidas has been actively investing in expanding its 

retail footprint and enhancing its distribution networks in these regions. These strategic 

initiatives have positioned Adidas for higher growth rates compared to Nike. From 2030 to 

2033, revenue forecasts for both Nike and Adidas incorporate a weighted average of real GDP 

growth and industry trends, reflecting the long-term impact of economic prosperity and 

consumer wellness in shaping the sportswear industry globally.  Adidas’ gross margin is 
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forecasted to rise through 2025 and 2027 on 52%, supported by the momentum and conclusion 

of inventory clearance in 2024, to then stabilizing near pre-COVID levels at approximately 

above 50%. This reflects Adidas’ improved efficiency but also the industry characteristics given 

its competitiveness. In comparison, Nike’s gross margin for 2025 is projected to follow the 

results of the 2025Q1 resulting in a margin of 45%. From 2026 onward, Nike’s gross margin is 

expected to increase and stabilize around 47%, aligning with industry values and historical 

trends. Marketing expenses for Adidas are expected to temporarily increase as a percentage of 

sales to sustain growth, then stabilize as the company matures. Similarly, Nike’s selling and 

administrative expenses (S&A) are forecasted to rise in 2025 and 2026, reflecting increased 

investments in marketing and innovation to reinforce its market leadership. Both companies 

anticipate long-term stabilization of these costs, with Nike maintaining S&A expenses around 

32% of sales. Adidas also projects a decline in distribution and selling expenses, driven by 

digitalization and IT investments, contributing to its improving cost structure. Both Adidas and 

Nike forecast improved profitability in the medium term, with Adidas targeting double-digit 

core results before taxes by 2026, while Nike's margins are expected to gradually improve as 

operational adjustments take effect. Nike’s non-core operations are expected to remain constant, 

with limited impact on business results. Financial results will stay negative but improve due to 

declining interest rates. Similarly, Adidas anticipates improved non-core results as losses from 

the Russia-Ukraine conflict and Yeezy inventory clearance decrease, offset by consistent 

royalty revenue. Financial outcomes are projected to remain negative but improve over time as 

lower interest rates ease borrowing costs (Table 4.22 and 4.23, Appendix). To forecast the 

Balance Sheet, we kept the respective historical percentage of revenue to be allocated as 

operating cash for both companies: 5% for Nike and 3% for Adidas. Moreover, Adidas’ 

inventory is expected to normalize to pre-COVID levels by 2026, maintaining adequate stock 

for growth. From 2028, inventory levels will rise slightly as the holding period stabilizes, 
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reflecting industry cycles. As for Nike, inventory holding period is forecasted to increase in 

2025 and 2026 due to the expected difficulties in 2025. After 2026 it will gradually decline until 

reaching pre-COVID levels. This will still result in a continuous yearly increase of inventory 

level to meet up the demand. Adidas accounts receivables are projected to retain a higher 

collection period, reverting to pre-COVID levels to support revenue growth, with only modest 

reductions during weaker performance periods. Similarly, Nike receivables are projected to 

retain a higher collection period during 2025 and 2026 and then stabilize in future years. On 

payables, Adidas’ strong creditor relationships should allow for a gradual increase in accounts 

payable periods, enhancing cash flow flexibility. Nike payable period will increase due to steps 

implemented. Indeed, Nike has employed a supplier finance program, commonly known as 

reverse factoring, to optimize its accounts payable processes. These programs allow Nike to 

extend payment terms with suppliers while enabling suppliers to receive early payment through 

third-party financial institutions. Moreover, Adidas PP&E investments are forecasted to peak in 

2025, returning to pre-2024 levels to support growth, before declining as a percentage of 

revenue into the high single digits, reflecting a shift to digital distribution and fewer retail stores. 

Similarly, Nike’s PPEs are expected to decline as a percentage of revenue. Indeed, Nike has 

strategically shifted its focus towards digital channels and direct-to-consumer sales, leading to 

a gradual reduction in its physical retail footprint. This transition is evident in the company's 

financial reports, which indicate a slight decrease in PPE investments related to retail 

operations. On the contrary, both Adidas and Nike RoU assets are expected to grow, enabling 

flexible market expansion, particularly in emerging regions (NIKE, INC. 2024) (ADIDAS 

2023). Other intangible assets are set to rise significantly, supporting brand and intellectual 

property growth. Remaining balance sheet elements will follow historical revenue averages, or 

as a percentage of operating expenses where indicated (e.g., liabilities). Lastly, Adidas debt-to-

equity ratio is projected to decline from 100% in 2024 to 50% by 2029, targeting 40% afterward, 
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signaling Adidas’ commitment to long-term financial resilience. Instead, Nike debt-to-equity 

ratio is expected to grow in 2025 and be stable around 45% until 2029, where it starts declining 

targeting a 30% overall ratio (Table 4.24 and 4.25, Appendix). 

5.  Discounted Cash Flow (DCF) Valuation Method 

Following the comprehensive financial analysis, we determined the intrinsic value of both 

companies, forming the basis of our two-fold valuation and pairs-trade strategy. DCF served as 

the cornerstone of our analysis. Free Cash Flows to the Firm (FCFF), representing funds 

available to investors (both debt and equity holders) and reinvestment, were calculated by 

subtracting changes in invested capital from the net result. Based on our reformulated income 

statement and balance sheet, and considering the limited distinction between core and non-core 

activities for both companies, we excluded non-core activities from the valuation. This 

approach allows us to concentrate exclusively on core operations, which are the primary drivers 

of growth and performance. Financing decisions are excluded from cash flow calculations since 

their impact is already accounted for in the cost of capital. Free Cash Flow is calculated using 

the following formula: FCF = EBIT*(1 – tax rate) + Depreciation & Amortization – Δ Operating 

Working Capital – CAPEX. While this formula offers a practical framework, it simplifies 

complexities inherent in large organizations, such as differentiating specific business units or 

accurately classifying financial elements, which may lead to challenges like imprecise ROIC 

calculations. To compute Financing Cash Flow, we incorporated net debt, other claims cash 

flows, and equity cash flows using the formula: (Financial Result + Δ Net Debt and other 

claims) + (Δ Equity – Comprehensive Income). This ensures the conformity of the Cash 

Conservation Equation (Free Cash Flow = - Financing Cash Flow), verifying that cash flows 

from operations and investments match those from debtholders and equity holders. For future 

projections of key underlying items, we analyzed the reports of both companies and employed 

tailored methodologies based on the available information. For Adidas’ CAPEX, we obtain an 
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independent estimation of new investments alongside D&A benefiting from more detailed 

disclosures. Historical investment trends were reviewed, distinguishing expenditures on 

infrastructure (PP&E) from IT and digitalization (intangible assets). Considering the growing 

emphasis pattern on digitalization, the projection assumes a gradual shift, with a 60% allocation 

to PP&E and 40% to intangible assets by 2033. On the other side, Nike’s projections, 

constrained by limited data, were derived using a standard approach. CAPEX was estimated as 

the difference between future and present PP&E and Intangible assets balances plus D&A. For 

both companies, the forecasted CAPEX exhibits a steady and linear growth trajectory to support 

revenue growth. Regarding D&A, Adidas’ projections were computed separately for PP&E and 

intangible assets, based on historical averages. From 2027 onward, D&A is projected to decline 

as the investment mix increasingly favors intangible assets, which depreciate more slowly due 

to their lower value erosion. For Nike, D&A was projected as a historical percentage of the 

combined PP&E and intangible assets, providing a practical estimation grounded in past trends. 

Lastly, Operating NWC projections were focused exclusively on core components: Operating 

Cash, Accounts Receivables, Inventories, and Accounts Payables. Both companies are 

anticipated to better navigate their management of supply chain in the current dynamic macro 

environment. Adidas is expected to stabilize NWC levels to pre-COVID percentages following 

recent challenges, while Nike is projected to maintain recent-year trends, with a temporary 

increase in 2025 attributed to weaker performance and operational challenges (Table 5.1 and 

5.2, Appendix). To enhance the projections of long-term value drivers, we adopted a theoretical 

framework based on company valuation principles. The uncertainty in identifying the exact 

timing for perpetuity usage reinforces the necessity of detailed projections over a 10-year 

horizon. By 2033, the stabilization of cash flows at approximately 2.5% annual growth supports 

our choice of a terminal growth rate of 2.5%, aligned with the expected nominal growth of the 

global economy. The analysis of ROIC and RONIC further validates the robustness of this 
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approach (Table 5.3 and 5.4, Appendix). Using the projected Free Cash Flows, we applied the 

DCF approach utilizing the Weighted Average Cost of Capital (WACC) to evaluate the intrinsic 

value of the company. The DCF approach, widely regarded as the most common valuation 

method, estimates a company's value by discounting future cash flows to the present. In the 

WACC calculation, we used the 10-year U.S. Treasury yield as the risk-free rate for Nike and 

the Bund 10-year for Adidas, aligning with the valuation's time horizon and reflecting the 

creditworthiness of the U.S. and German government. The equity beta was determined for 

Adidas compared to DAX and Euronext, and for Nike calculated from Dow Jones and S&P, as 

an average of each company’s performance relative to their respective indices, resulting in a 

beta of 0.97 for Adidas and 0.70 for Nike. We calculated company-specific betas using monthly 

observations over the past 60 months, as this approach provides a robust measure of systematic 

risk, capturing longer-term market trends while smoothing out short-term volatility 

(Mauboussin e Callahan 2023), ensuring more accurate cost of equity estimations. The beta was 

then re-levered based on the forecasted target D/E ratio. This ensures alignment with market 

expectations and reflects regional risk environments. To achieve the most accurate analysis, we 

hypothesized several scenarios to identify a base case most aligned with the current market 

valuation. For Adidas, the base scenario employs its current D/E ratio based on market values 

as of November 8, 2024, at approximately 14%, with a share price of €219. For Nike, the current 

D/E is significantly lower at 5.5% (from a share price of $76) reflecting its robust capital 

structure. As a target D/E ratio, we maintained levels below 30% for both companies (at 25%), 

consistent with the Russell 3000’s long-term decline in leverage since 2008. Using the derived 

equity beta, we applied the CAPM with a 5% market risk premium for Adidas (Germany) and 

Nike (US), based on latest data (Damodaran 2024) (Kroll Inc. 2024), ensuring alignment with 

market expectations and reflects regional risk environments, resulting in a cost of equity of 

7.6% for Adidas and 8.2% for Nike, primarily due to Germany's lower current risk-free rate. To 
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estimate the cost of debt for Adidas and Nike, we relied on their respective credit ratings and 

applied the Capital Asset Pricing Model (CAPM). This alternative approach was adopted due 

to the lack of precise information on recent corporate bond issuances, with credit ratings 

providing a more accurate and reliable basis for estimating current borrowing costs. For Adidas, 

with a credit rating of A3/A- from Moody’s and S&P, we estimated a debt beta of 0.15 based 

on its risk profile and leveraged a risk-free rate of 2.4% (Bund 10-YR). Applying a 5% market 

risk premium, this resulted in a cost of debt of 3.15%. For Nike, rated Aaa/AAA, a lower debt 

beta of 0.05 was applied alongside a risk-free rate of 4.2% (10-year U.S. TY), resulting in a 

cost of debt of 4.41%. This methodology aligns credit ratings with systematic risk and provides 

a forward-looking, market-consistent estimate of each company's borrowing costs. Applying 

the Weighted Average Cost of Capital, we calculated values of 6.55% for Adidas and 7.24% for 

Nike. Given the high sensitivity of WACC to the risk-free rate, particularly notable due to its 

recent variability caused by ongoing policy changes and considering that the initial D/E ratio is 

an investor assumption subject to adjustments before re-leveraging beta, we performed a 

sensitivity analysis. The analysis highlights how significantly WACC can vary in response to 

changes in the two parameters, demonstrating their critical impact on overall valuation 

outcomes (Table 5.5 and 5.6, Appendix). Once calculated the appropriate discount factor, we 

derived the estimated share prices of approximately €175.7 for Adidas and $87 for Nike. When 

compared to the observed share prices on the valuation date of 08/11/2024, which 

were €219 for Adidas and $75.9 for Nike, the analysis reveals a significant disparity. Adidas 

appears to be overvalued by approximately 20%, while Nike shows an undervaluation of 

around 15% relative to their intrinsic values. The sensitivity analysis further validates these 

findings (Table 5.7 and 5.8, Appendix), confirming the clear misalignment between market 

prices and fundamental valuations that highlights a profit opportunity through a pairs-trading 

strategy, going long on Nike and short on Adidas. 
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INDIVIDUAL PART – Nicola Grassoni 

6.  Scenario and Simulation Analysis 

We conducted a detailed scenario and simulation analysis, grounded in the primary valuation 

methodology of the research, the DCF, to evaluate potential outcomes for Nike and Adidas 

under varying key assumptions. This analysis explores the upside and downside risks of the 

proposed pairs-trade strategy: long Nike, short Adidas. The scenario analysis is divided into 

three approaches. The first examines short-term growth dynamics (CAGR 2025–2029), while 

the second focuses on long-term growth projections (CAGR 2030–2033), keeping margins 

constant. The third approach evaluates WACC changes. Additionally, a Monte Carlo simulation 

was employed to further refine our valuation of Adidas and Nike. 

6.1 Adjusting Growth in Phase 1 (CAGR 2025–2029) 

The short-term phase is critical because it reflects immediate strategic decisions, market 

dynamics, and external macro conditions that have a more direct impact on near-term cash 

flows and valuations than long term fluctuations. In the best-case scenario of our pairs trade 

strategy, despite recent momentum, Adidas faces persistent challenges, particularly in inventory 

management. With 59% of its revenue stemming from wholesale, the company relies on third-

party retailers to manage inventory risks. However, its current surplus of unsold stock raises 

concerns about potential margin compression if inventory levels continue to grow. In parallel, 

stagnation in the Eurozone, with rising competition in North America, led by US sportswear 

brands, threatens its position and growth in the main regions. Moreover, the emergence of local 

brands in APAC constrains expansion in one of its most critical markets. Geopolitical risks and 

supply chain dependencies further amplify these challenges, underscoring Adidas's more 

vulnerability than Nike to external disruptions and limiting its ability to sustain momentum. In 

contrast, Nike’s strong fundamentals and robust capital structure provide a solid foundation for 
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a return to its historical track record of positive value creation through strategic investments. 

The resilience of the U.S. market, characterized by stronger GDP growth relative to the 

Eurozone and a vibrant equity market, provides Nike a stable base to regain market share, 

leveraging its leadership and brand dominance. With a lower revenue share from emerging 

markets compared to Adidas, Nike has significant growth potential in these regions. Down 37% 

since 2020 and trading 60% below its 2022 peak, it presents an investment opportunity. In this 

scenario, compared to the base, its equity value could rise to $101 (+13.83%), while Adidas 

faces a sharp drop to €138 (-27.3%), reflecting asymmetry and a higher potential drawdown for 

Adidas, as its current price may be sentiment-driven rather than based on fundamentals. 

In the worst-case scenario, Adidas sustains its recent momentum, with strong sales growth 

fueled by resolved inventory challenges, leading to higher profitability. The company continues 

to gain market share in Europe, not affected by Eurozone economy and the end of supply-chain 

issues (geopolitical disruptions), while maintaining a competitive advantage in emerging 

markets. Nike faces a weaker recovery, with only modest improvements post-2025. 

Additionally, tariff-related headwinds and operational inefficiencies in Asia further erode 

Nike’s profitability and ability to leverage emerging market opportunities. These dynamics 

weaken the long Nike strategy thesis, highlighting the risks of weak growth in its core markets 

and muted recovery potential. This scenario shows Nike’s equity value declining to $77 (-

12.97%), while Adidas an increase to €223.8 (+21.5%). The more pronounced increase, 

combined with its sharp decline in the best-case scenario, highlights the potential higher 

volatility of Adidas compared to Nike (results for each company in table 6.1 and 6.2, Appendix). 

6.2 Adjusting Growth in Phase 2 (CAGR 2030–2033) 

The second approach explores CAGR adjustments from 2030 to 2033, when Nike and Adidas 

are anticipated to reach a stable growth phase. In the best-case scenario for our pair trading 

strategy, Nike capitalizes on its strong leadership position, particularly in North America where 
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higher disposable incomes and a robust economic outlook will drive growth. In addition, Nike 

is projected to increases its market share in emerging markets, supported by urbanization and 

effective digitalization strategies. Moreover, operational efficiency and adaptability to future 

trends further strengthen its profitability during this period. Overall, this will result in an 

expected intrinsic valuation of $114.4, a 23.91% upside from current base scenario. Conversely, 

Adidas is expected to face significant challenges in this scenario. Consolidation of local Asian 

brands and shifting consumer preferences towards culturally relevant products will reduce its 

market share in emerging markets. Moreover, in the Eurozone, lower growth rates relative to 

other regions will constrain Adidas’s ability to expand combined with difficulties in gaining 

market shares in North America. Given these challenges, the expected share price is €156.5.  In 

the worst-case scenario, Nike is expected to face growing challenges due to market saturation, 

changing consumer demands, and reduced brand loyalty. Also, a shift in consumer preferences 

toward sustainability will expose Nike’s relative weaker ESG profile, potentially reducing 

brand appeal. Furthermore, its reliance on North America becomes a vulnerability if growth 

slows in the region or if competitors gain market share. This will result in a decrease of 8.47% 

from the base scenario share price, with a value of $80.2.  Instead, Adidas demonstrates 

resilience and will gain an advantage over Nike. Its strong ESG profile and lower incremental 

investments in sustainability allow it to maintain a cost advantage and appeal to 

environmentally conscious consumers. Moreover, Adidas’s leadership in emerging markets is 

expected to strengthen even more, supported by its ability to navigate local preferences and 

capitalize on regional growth opportunities. Overall Adidas share price will reach a value of 

€207.2, 15.19% upside from the current base scenario (Table 6.3 and 6.4, Appendix). The best-

case scenario presents a significantly stronger and more favorable outcome compared to the 

worst-case scenario, with much larger deltas, primarily driven by Nike’s exceptional 

performance in the best-case scenario. 
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6.3 Adjusting WACC  

In this final scenario analysis, we evaluated the impact of varying the WACC, recognizing it as 

the most critical valuation driver for both Adidas and Nike. Share prices and overall valuations 

are highly sensitive to this parameter, as it directly influences the discounting of future cash 

flows. The risk-free rate, a key component of WACC, plays an especially pivotal role in 

valuation, particularly during high-interest-rate environments. This highlights the importance 

of macroeconomic conditions and monetary policy decisions in shaping the risk-free rate and, 

consequently, the companies’ valuations. In the best-case scenario, for Adidas, an escalation in 

geopolitical risks would likely increase energy and commodity prices, given Europe’s 

significant dependency on imports for these resources. This would drive inflation higher, 

prompting central banks to maintain elevated interest rates and pushing the risk-free rate 

upward. Such conditions would also raise the equity risk premium as investors demand higher 

returns to compensate for increased uncertainty, further increasing the WACC to 7.84% that 

leads to a share price of €125.7 (-39.78%). On the other hand, for Nike the best case assumes a 

decline in the 10-year Treasury yield, which currently sits well above historical averages, 

following interest rate cuts and monetary easing. The equity risk premium is lower, supported 

by the relative stability and low volatility of the U.S. market enabling a more favorable discount 

rate, bringing the share price to $120 (+27.5%) with a WACC set at 6%. In the worst-case 

scenario, Adidas benefits from a declining risk-free rate as central banks work to stimulate the 

Eurozone economy, alongside a reduced equity risk premium driven by easing geopolitical 

tensions. These factors lower Adidas’s WACC to 5.48%, further supported by potential 

upgrades to its debt rating, and improving its valuation to $251.1 (+30%). For Nike, equity 

markets reaching all-time highs could trigger volatility, while rising U.S. deficits place marginal 

upward pressure on the risk-free rate. Despite this, Nike’s optimal capital structure and top-tier 

credit rating leave little room for downgrading, slightly increasing its WACC to 8.08% and 
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decreasing the share price by 12.1% to $77.7 (Table 6.5 and 6.6, Appendix). This scenario is 

particularly sensitive, given the critical role of WACC in valuation. In relative terms, the best-

case scenario shows stronger deltas, with Nike gaining +27% and Adidas losing -40%, driven 

by favorable macroeconomic trends and Nike’s robust fundamentals. 

6.4 Monte Carlo Simulation 

Monte Carlo simulations are pivotal in modern financial analysis for assessing valuation 

sensitivities under uncertain and volatile market conditions. By performing 5,000 iterations for 

each company, we aimed to capture a broad spectrum of possible outcomes. This stochastic 

approach enhances the robustness of our valuation and provides a more comprehensive 

understanding of opportunities and risks associated with both companies (Lifland 2015). The 

parameters chosen for the Monte Carlo simulation—CAGR for the first and second stages, 

operating margin (EBIT), and WACC—represent critical drivers of cash flow and enterprise 

value, directly influencing the valuation of Adidas and Nike. The first-stage CAGR captures 

growth variability during the high-growth phase, while the second-stage CAGR reflects the 

stabilization of growth in the mature phase, with reduced uncertainty. Operating margin 

represents core operational efficiency, incorporating fluctuations in costs and pricing power, 

and has a significant impact on cash flows. WACC, as the discount rate, integrates 

macroeconomic risks and company-specific capital structure adjustments, providing a critical 

measure of valuation sensitivity under varying scenarios. Random variables for each parameter 

were generated based on their respective means and standard deviations (as shown in the Table 

6.7 and 6.8, Appendix), using a normal distribution to ensure realistic dispersion of outcomes. 

The key steps included: firstly, reconstructing the FCF model for both Adidas and Nike. 

Secondly, fixing baseline values for 2024 (Adidas) and 2025 (Nike) to reflect the expected 

reverse trend for Adidas and the expected deceleration in Nike’s growth. Beyond these years, 

parameter variability was applied to project cash flows stochastically. Lastly, conducting 5,000 
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iterations for each company, recalculating valuations by adjusting cash flows for each set of 

parameter values while maintaining other assumptions constant. The Monte Carlo simulations 

yielded distinct outcomes for Adidas and Nike, which are summarized in the attached tables 

and histograms. For Adidas, the mean simulated share price of €172.5 closely aligns with the 

DCF valuation of €175, with a relatively symmetric distribution around this value. However, 

the current market price of €219 significantly exceeds the third quartile (Q3) of €199.5, 

suggesting a potential overvaluation. This discrepancy reflects the high sensitivity of Adidas's 

valuation to variability in growth rates and operating margins, particularly in light of its 2024 

recovery trajectory. Nike, on the other hand, exhibits a tighter and moderately skewed 

distribution, with most outcomes clustering between $78.2 and $91.6, near the DCF valuation 

of $87. However, the simulated mean share price of $85.2 is slightly lower than the DCF 

valuation, underscoring the impact of the expected deceleration in growth during the initial year 

of the forecast period. This suggests that the market has already priced in some of the short-

term challenges, moderating near-term upside potential despite the stock trading below its 

simulated mean. Adidas’s distribution reveals that 86.58% of the simulations resulted in a "Sell" 

signal (price < €219), while only 13.42% indicated a "Buy" opportunity (Table 6.9 and Figure 

6.1, Appendix). The US sportswear leader, on the other hand, demonstrates a much more 

favorable outlook, with 82.50% of simulations resulting in a "Buy" signal (price ≥ $75.9) and 

only 17.50% suggesting a "Sell” (Table 6.10 and Figure 6.2, Appendix). The comparison 

highlights an asymmetry: Adidas’s overvaluation appears more significant than Nike’s slight 

undervaluation. This divergence supports a long-short strategy, favoring a long position in Nike 

to leverage its reversal trend and consistent fundamentals, which the market may currently 

undervalue. Meanwhile, Adidas's overvaluation could stem from its favorable sentiment rather 

than strong underlying fundamentals. 



 

 41 

7.   Additional Valuation Methods   

To ensure the robustness of our conclusions, we employed a range of valuation methodologies, 

including Free Cash Flow to Equity (FCFE), Economic Value Added (EVA), and Multiples 

Valuation, as complementary approaches to DCF analysis. By comparing their outcomes and 

addressing potential limitations, we synthesized these methods using a Football Field Analysis.  

7.1 Free Cash Flow to Equity (FCFE)  

Free Cash Flow to Equity refers to the cash flow available to equity holders after accounting 

for operating expenses, taxes, capital expenditures and changes in working capital. The change 

in net debt adjusts FCFE by accounting for financing activities: an increase in net debt provides 

additional cash available to equity holders, as it effectively funds operations or investments, 

while a decrease in net debt reduces FCFE, reflecting cash used to repay debt obligations instead 

of being distributed to shareholders. Under this method, cash flows are discounted to their 

present value using the cost of equity: this is particularly valuable in situations where a 

company's capital structure is complex or dynamic. Unlike DCF, which relies on WACC and 

assumes a stable capital structure, FCFE provides a shareholder-specific view by directly 

reflecting the impact of financing activities. With regards to Nike, this result in an overall share 

price of $77.6, a +2.2% than current share price (results and sensitivity analysis shown in Table 

7.1, Appendix). On the other side, Adidas share price is lower (price of €165.6) than the actual 

price, with percentage decrease of -24.4% (results and sensitivity analysis shown in Table 7.2, 

Appendix). Both FCFE valuations are lower than DCF due to their reliance on debt, which 

reduces cash flows available to equity holders. For Adidas, short-term plans to reduce net debt 

and its weaker credit rating compresses FCFE. This effect is more pronounced than for Nike, 

despite its consistent use of long-term debt, likely allows it to benefit from better conditions in 

the bond markets, reducing the cost of debt and minimizing its impact on FCFE. 
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7.2 Enterprise Value Added (EVA)  

Economic Value-Added measures a company’s financial performance by assessing the value 

created above the required return on invested capital. It calculates the NOPAT minus the 

invested capital, where the capital charge reflects the cost of both equity and debt capital used 

to finance the business. This methodology offers a clear view of value generation by focusing 

on economic profit, making it particularly useful for comparing performance across periods or 

companies with varying capital structures (Sharma e Satish 2010). EVA has been used as a 

complementary methodology to DCF in the valuation of Nike and Adidas, reflecting the partial 

capital-intensive nature of the sportswear industry. This capital intensity arises from 

manufacturing investments, supply chain infrastructure with high expenses for global 

distribution networks, retail and wholesale operations tied to inventory, and sustainability 

initiatives. However, the applicability has certain limitations due to the nature of the industry, 

where brand value, innovation, and marketing are key drivers of performance, relying heavily 

on intangible assets such as intellectual property and brand loyalty. These intangible elements, 

increasingly important in the industry, are not fully captured in the invested capital calculation 

of EVA. Moreover, its dependence on precise inputs, such as WACC and core invested capital, 

can introduce sensitivity to assumptions especially for long term projections, which is a 

potential drawback. Applying the EVA framework, the analysis still reflects a small 

overvaluation of 1.5% for Adidas, even with a consistent value creation and positive economic 

profit every year, highlighting the current elevated price levels of Adidas shares (detailed results 

in table 7.3, Appendix). Nike’s intrinsic valuation of $77 suggests a small undervaluation 

relative to its current share price, indicating compressed value creation due to a shorter 

projection for Nike than Adidas that reduces the cumulative economic value accounted for in 

the model (detailed results in table 7.4, Appendix). 
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7.3 Multiples Valuation 

Multiples valuation is a widely used approach that involves comparing key financial metrics 

with similar companies to determine a company’s market valuation relative to its peers. By 

evaluating these multiples, we gain insights into how Nike and Adidas are valued in comparison 

to their main competitors, providing a benchmark for assessing their performance and potential 

market positioning. To ensure a robust and relevant comparison, we identified five "comparable 

companies" that are primary competitors of Nike and Adidas. These comparable are selected 

based on similarities in market positioning, revenue size, product offerings, and global reach 

within the sportswear and footwear industry. The selected companies are Puma, Under Armour, 

Lululemon, VF Corp and Amer Sport. The multiples valuation is based on five main financial 

ratios: Price-to-Earnings (P/E), Enterprise Value-to-EBITDA (EV/EBITDA), Enterprise Value-

to-EBIT (EV/EBIT), Enterprise Value-to-Sales (EV/Sales), and Price-to-Book (P/B), with their 

values reported in table 7.5 (Appendix). Each multiple provides a distinct perspective on 

company valuation, allowing us to explore different aspects of operational performance, 

profitability, and asset utilization. The implied valuations are derived using the averages value 

found for each of the different ratios. In addition, Worst and Best scenarios are analyzed for 

each multiple using the first and third quartiles respectively. Table 7.6 (Appendix) presents the 

analysis of each multiple and the results for Adidas and Nike, which are detailed below. The 

P/E ratio indicates the market's willingness to pay for each dollar of earnings, serving as a 

measure of growth expectations and investor sentiment. The average P/E multiple among Nike, 

Adidas, and their competitors was approximately 38x. This ratio is critical for assessing how 

both companies are perceived in terms of their profitability and future earnings potential. With 

regards to Nike, the multiple provided a value per share of $124.3, resulting in a 64% higher 

price than the current. On the other side, Adidas value per share is estimated at €219.7, 

approximately in line with the actual price. The EV/EBITDA multiple evaluates operational 
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performance independently of capital structure, making it particularly useful in capital-

intensive industries such as sportswear. The median of the multiple is around 17.8x and the 

average around 16x. Given this, Nike share price resulted in line with the actual value per share 

of $75.8. Adidas derived share price was €190.8, showcasing a -13% decrease. The EV/EBIT 

multiple is similar to EV/EBITDA but includes depreciation and amortization, providing a 

deeper insight into after-capital cost efficiency. This ratio offers another perspective on the 

underlying operating performance of Nike and Adidas. Given the relative capital-intensive 

nature of the sportswear industry, this ratio allows us to understand how each company manages 

its operational costs in relation to its enterprise value.  With an average EV/EBIT of 24.46x, 

Nike value per share is derived at $100 resulting in a 32% increase. On the contrary, Adidas 

share value is derived at €149.2 performing a -32%. Nike’s higher EV/EBIT valuation suggests 

stronger after-capital cost efficiency, while Adidas’s decline reflects higher depreciation costs 

or less efficient asset utilization relative to enterprise value. The EV/Sales ratio compares the 

total value of the company to its revenue, which is useful for companies with varying 

profitability levels. This ratio provides insight into how much the market values each unit of 

revenue generated by Nike and Adidas. The average EV/Sales was approximately 2.05x. This 

resulted in a share price of $67.1 for Nike and €235.3 for Adidas, representing respectively a -

9% decrease and a 11% increase. The P/B ratio is a measure of market valuation relative to the 

book value of net assets, often used to gauge how much investors are willing to pay for each 

unit of asset value. The average P/B ratio among comparable companies was around 5.17x 

resulting in a share price for Nike of $49.8 and for Adidas of €150.4. The results appear low 

due to the nature of the multiple, less effective in capturing the market value of firms in 

industries driven by strong brand positioning. As the values differ drastically from ratio to ratio, 

we derived a base share price based on multiples by talking the averages of these values. For 

Nike this resulted in a share price of $83.4 (9,86% increase from current price) and for Adidas 
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in a price of 189.1 (14% decrease from current price), further supporting the long Nike and 

short Adidas pairs trade strategy. 

7.4 Football Field 

Football field valuation is a widely used method, designed to compare and consolidate the 

results of various valuation approaches. By illustrating the valuation ranges derived from each 

method, the football field chart provides a clear and comprehensive overview, enabling analysts 

to assess the consistency and variance among the results. This comparative framework is 

fundamental in delivering a final valuation on the company's intrinsic price estimate. For our 

football field valuation, we derived worst-case, base-case, and best-case scenarios for each 

valuation method. Regarding the DCF model, our analysis incorporated four distinct 

approaches. In all cases, the base case remained constant, while the best-case and worst-case 

scenarios were adjusted. The first approach involved a standard DCF model, where the best- 

and worst-case scenarios were determined using sensitivity analysis by varying the WACC and 

the Terminal growth rate. The remaining approaches are based on the scenario analysis 

performed, focusing on ST CAGR, LT CAGR and WACC, where each variable was adjusted 

individually while keeping the others constant, applying both best- and worst-case scenarios. 

These scenarios were included for illustrative purposes in the figures but were not factored into 

the weighted average calculation. For both Economic Value Added and Free Cash Flow to 

Equity models, best- and worst-case scenarios were developed using sensitivity analysis. For 

EVA, variations in WACC and terminal growth rate were employed to generate the scenarios. 

For FCFE, adjustments in the cost of equity and terminal growth rate were used. Lastly, the 

multiples valuation incorporated scenario-specific outcomes. The worst-case scenario was 

determined using the 25th percentile of the multiples, while the best-case scenario utilized the 

75th percentile. These approaches allowed us to comprehensively assess the valuation outcomes 

across various methodologies, providing a clear range of potential results for each scenario. 
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Nike's football field analysis offers a clear view of the company's undervaluation. Across nearly 

all valuation methods base scenario, Nike's stock price is determined to be undervalued relative 

to its current share price. The only exceptions are the P/B multiple and the Sales multiple. 

However, the results from the multiples analysis should be interpreted with caution due to 

challenges in identifying truly comparable companies, as Nike is the clear leader in the 

sportswear industry. Additionally, multiples-based valuations often fail to incorporate firm-

specific information, which can skew the analysis. Therefore, to determine the final share price, 

we assigned a weighted average to the valuation methods: 70% to the DCF method, 10% each 

to EVA and FCFE models, and 10% to the average of the various multiples-derived prices. This 

approach resulted in an overall share price estimate of approximately $85, representing a 11% 

potential upside compared to Nike's current share price of $75.9 (Figure 7.1, Appendix). In 

contrast, Adidas's football field analysis highlights the company's overvaluation. Most 

valuation methods, including DCF, FCFE, and various multiples, suggest a lower intrinsic value 

compared to its current share price. The only exception is the Sales multiple, which indicates a 

share price above the current level, while the EVA method yields a value close to the actual 

market price. Therefore, applying the same weighting scheme used for Nike, the final estimated 

share price for Adidas is €180, representing a significant decrease of approximately 22% from 

its current share price (Figure 7.2, Appendix) 

8.  Technical Analysis: A Mean Reversion Pairs-Trade Strategy 

Technical analysis is a method of evaluating securities by analyzing statistical trends derived 

from trading activity, such as price movement and volume. Unlike fundamental analysis, which 

assesses a company's financial health and intrinsic value, technical analysis focuses on 

identifying patterns and trends that can suggest future price movements (Rodolfo Toríbio, et al. 

2017). This approach operates on the premise that historical trading data can provide insights 

into future market behavior, as price movements often reflect all available information and 
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investor sentiment. In our study, we employed a mean reversion (MR) pair trading strategy 

using weekly price data from January 10, 2010, to October 20, 2024. This strategy is based on 

the concept that asset prices tend to revert to their historical mean over time. Nike and Adidas 

weekly return during the observed period presented a correlation of 0.84, therefore we assume 

that there is a possibility to exploit deviations from their typical relationship. Firstly, we 

calculated the weekly spread between the two, the benchmark on which our strategy will be 

based. Indeed, when the price spread between the two diverges from its historical average, the 

strategy involves taking a long position in the underperforming asset and a short position in the 

outperforming one, anticipating a convergence back to the mean. Specifically, we applied both 

5-week and 10-week mean reversion strategies to evaluate the sensitivity of the strategy to 

varying time horizons and identify which provided more reliable signals. The final strategy 

signals a long position on Nike and a short on Adidas when the weekly spread falls below the 

5-week moving average, accounting for forward-looking bias. Similarly, when the spread is 

above the average, the position will be to go long Adidas and short Nike. We also divided the 

dataset in two different time frames: from 2019 to 2024 will be our “In sample”, and from 2010 

to 2018 will be our “Out of sample”, ensuring that our strategy was not only tailored to historical 

data but also possessed predictive power in real-world scenarios and avoiding overfitting. The 

results of the 5-week mean reversion trading strategy demonstrate its potential to generate 

returns, with an average annual return of 9.28% from 2010 to 2024. Years like 2010, 2020, and 

2022 saw strong performance, while 2016 and 2014 experienced significant losses, highlighting 

the strategy's vulnerability to different market scenarios. These results are typical for mean 

reversion strategies, which perform well during short-term price dislocations rather than stable 

or trending markets. 2010 was characterized by uncertainty post Global Financial 

crisis. 2020 saw extreme turbulence from the COVID-19 pandemic, while 2022 experienced 

high volatility from aggressive rate hikes and geopolitical tensions. Such market shocks create 
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frequent pricing dislocations, offering ideal conditions for the strategy. On the other hand, the 

strategy triggers false signals in stable market conditions, such as from 2014 to 2016, where the 

two companies may experience a positive uptrend (Table 8.1, Appendix). The standard 

deviation of 22.37% reflects moderate to high risk, and the average Sharpe ratio of 0.41 

indicates modest risk-adjusted returns, with notable outperformance in select years but 

considerable underperformance during unfavorable conditions. The in-sample period (2019-

2024) produced a return of 20% with a Sharpe ratio of 0.75, demonstrating strong overall 

performance, while the out-of-sample period (2010-2018) returned just 2% with a Sharpe ratio 

of 0.12, revealing challenges in generalizing the strategy to different market environments. In 

addition, in the In-sample period the total number of positive weeks was 53.6% and the results 

provided a positive skewness of 1.89, indicating a distribution with a longer or fatter right tail, 

i.e. a higher probability of large positive returns. Kurtosis, instead, measures the dimension of 

the tails of the return distribution, the bigger the higher the likelihood of extreme values 

compared to a normal distribution. Our strategy provided a kurtosis of 15.67, meaning extreme 

returns (both positive and negative) are more likely than normal distribution. The strategy 

exhibited moderate volatility, with a peak weekly return of 27.78% and a maximum drawdown 

of -25.97%, as reported in table 8.2 and illustrated in figures 8.1, 8.2 and 8.3 (Appendix). 

Conversely, the Out-of-sample results showed weaker performance, with 51.4% positive 

weeks, negative skewness (-0.54), and reduced kurtosis (8.72). The maximum weekly return 

was 11.29%, while the maximum drawdown expanded to -65.41%, reflecting higher downside 

risk (Table 8.3, Appendix). Therefore, the strategy confirms potential in volatile environments 

but struggles with scalability outside the sample (Figures 8.4, 8.5 and 8.6, Appendix). Including 

transaction costs is crucial in trading strategies, as they can significantly erode profitability, 

especially in frequent-trading approaches like mean reversion. Transaction costs, assumed to 

be 0.2%, further lowered the In-sample Info Sharpe (0.57), reducing attractiveness but still with 
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robust results, while the already weak Out-of-sample Info Sharpe would deteriorate further in 

negative territory (-0.16), highlighting the limited scalability risk-adjusted performance under 

real-world conditions (Table 8.4, Appendix). Overall, the strategy performs well in mean-

reverting periods but struggles in trending conditions, necessitating further improvement for 

robustness and pointing the importance of potential improvements with dynamic volatility 

filters or regime-specific thresholds (Das, et al. 2024). 

9.  Risks 

The long Nike - short Adidas strategy assumes that deviations in the price spread between these 

two companies will revert to their historical mean, further supported by fundamental valuation. 

However, several risks could undermine this approach. The sportswear industry is highly 

sensitive to macroeconomic changes, including inflation, interest rates, and fluctuations in 

consumer spending. Economic downturns or unexpected geopolitical events could affect Nike 

and Adidas, potentially destabilizing the anticipated convergence. Competition also presents a 

significant risk, as both companies face not only rivalry from each other but also increasing 

pressure from emerging market players and local brands in key regions such as Asia, impacting 

their relative performance and market penetration. Additionally, Nike and Adidas are heavily 

reliant on global supply chains, particularly in Asia: geopolitical tensions, rising tariffs, or labor 

issues could lead to disruptions that disproportionately impact one of the two companies, 

skewing the expected outcomes of the strategy. Nike's strong focus on digital transformation, 

direct-to-consumer channels, and R&D initiatives has been a critical driver of its growth. 

However, if Adidas successfully narrows this gap, the valuation assumptions supporting the 

strategy may no longer hold. Furthermore, both companies are under increasing scrutiny 

regarding ESG factors. Nike's relatively less transparent stance on measurable sustainability 

KPIs compared to Adidas may expose it to reputational or regulatory challenges that could 

negatively impact its long-term valuation. Finally, the sportswear sector's highly cyclical nature, 
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combined with its dependence on trends and consumer sentiment, poses additional risks. Stock 

price movements in this industry are often driven by changes in fashion trends, unexpected 

endorsements, or shifts in consumer preferences, which may lead to significant deviations from 

fundamental valuations. These sentiment-driven dynamics could result in prolonged mispricing 

and heightened volatility, thereby adversely affecting the strategy's returns. 

10.  Conclusion 

In summary, our analysis strongly supports a long position on Nike and a short position on 

Adidas, based on three key insights. First, the financial statement analysis highlights Nike’s 

superior operational efficiency, liquidity, and profitability metrics, consistently outperforming 

Adidas. This superior financial stability enables Nike to navigate turbulent periods with 

resilience, as demonstrated by its ability to improve margins despite lower revenue growth in 

Q1 2025. Second, the DCF valuation underscores Nike’s upside potential, revealing strong 

evidence that it is trading below its intrinsic value, while Adidas appears significantly 

overvalued and more exposed to downside risks despite a forecast boosted by recent 

momentum. This is reinforced by multiple valuation methods, which show that Adidas benefits 

from positive market sentiment disconnected from its fundamentals, while Nike presents a more 

favorable profile. Lastly, scenario and Monte Carlo analyses confirm asymmetrical outcomes, 

with Nike demonstrating positive asymmetry and relative stability across various scenarios, 

whereas Adidas shows increased vulnerability to macroeconomic pressures. This mean-

reversion pairs-trade strategy capitalizes on pronounced disparity, leveraging Nike’s potential 

advantages and Adidas’ relative weaknesses to suggest a promising investment opportunity. 

 



 

 51 

Bibliography 

Trading Economics. 2024. US 10 Year Treasury Bond Note Yield. November 27. 

https://tradingeconomics.com/united-states/government-bond-yield. 

Faque, Mustapher. 2020. "Cash management strategies and firm financial performance; A 

comprehensive literature review." Bussecon Review of Finance & Banking.  

Wisan, Johnsen Klemens. 2023. The Importance of Using The Statement of Cash Flows 

Assessing Company Liquidity. Atma Jaya Makassar University. 

Jo Manthara, Jerom. 2024. "Adidas vs Nike: Competitive Analysis with Data Visualizations." 

Data Hut.  

Pasquini, Linda. 2024. "Adidas set to benefit as Nike struggles." Reuters.  

The Global Treasures. 2024. "Why Nike is Struggling While Adidas is Soaring in 2024." The 

Global Treasures.  

PV, Vyshnavi, and Bajj Apoorva. 2024. "Adidas Vs Nike: Who is Leading the Market?" 

Startup Talky.  

Statista. 2024. Brand value comparison of Nike and adidas worldwide from 2010 to 2023. 

March 19. https://www.statista.com/statistics/985227/brand-value-comparison-of-

nike-and-adidas-worldwide/. 

Lebowitz, Michael. 2024. "A Bull Steepening Is Bearish for Stocks." Advisor Perspectives. 

September 9. https://www.advisorperspectives.com/articles/2024/09/09/bull-

steepening-bearish-stocks. 

Pepin, Sami, and Luca Bindelli. 2024. "Evaluating a changing US yield curve and its 

implications." Lombard Odier.  

The Conference Board. 2024. Global Economic Outlook . October 23. 

https://www.conference-board.org/topics/global-economic-outlook. 

Adams, Michael, and Paul Katzeff. 2024. "Federal Funds Rate History 1990 to 2024." Forbes 

Advisor.  

Adams, Christina, Kari Alldredge, and Sajal Kohli. 2024. "State of the Consumer 2024: 

What’s now and what’s next." Mckinsey & Company.  

Schneider, Howard. 2024. "Latest inflation data could boost case for more big Fed rate cuts." 

Reuters.  

Mutikani, Lucia. 2024. "US consumer spending resilient; inflation continues to abate." 

Reuters.  

Mutikani, Lucia. 2024. "US manufacturing mired in weakness; construction spending falls." 

Reuters.  

Inflation Insights. 2024. Inflation Data Analysis. https://www.inflationinsights.net/. 



 

 52 

Deutsche Bank. 2024. "Investing Insights - Economic and Market Outlook." 

Mouland, Lars. 2024. "Macro & Markets: Time to normalize, not panic." Corporate Nordea . 

September 6. https://corporate.nordea.com/article/96461/preview-we-expect-a-

smaller-fall-in-housing-prices-than-normal-in-november. 

EuroStat. 2024. "EU labour market - quarterly statistics." EuroStat. September. 

https://ec.europa.eu/eurostat/statistics-explained/index.php?title=EU_labour_market_-

_quarterly_statistics&oldid=631197. 

Martinez, Maria. 2024. "German unemployment rises more than expected in September, 

labour office says." Reuters.  

Martinez, Maria. 2024. "German economic institutes expect GDP to contract again in 2024." 

Reuters.  

The Guardian. 2024. "UK economy to grow faster than Japan, Italy and Germany this year, 

says OECD." The Guardian.  

Woo, Ryan, and Liangping Gao. 2024. "China's central bank unveils most aggressive stimulus 

since pandemic." Reuters.  

Caixa Bank Research. 2024. "What is going on with Chinese consumers?" Caixa Bank 

Research.  

Asian Development Bank. 2024. ASIAN DEVELOPMENT OUTLOOK. Manila: Asian 

Development Bank. 

Asian Development Bank. 2024. Solid Growth as Inflation Eases, Yet Risks Loom. Asian 

Development Bank. 

Lazard Asset Management. 2024. "Outlook on Emerging Markets." Lazard Asset 

Management.  

Future Market Insights Inc. 2024. "Athletic Footwear Market Poised to Reach USD 73.98 

Billion by 2034." Future Market Insights Inc.  

Future Market Insights Inc. 2024. "Sports Apparel Market to Soar to USD 347.91 billion by 

2033." Future Market Insights Inc.  

Ibanez, Patricio, and Karl-Hendrick Magnus. 2024. "Reimagining the apparel value chain 

amid volatility." McKinsey & Company.  

Statista. 2024. Apparel: market data & analysis. Statista . 

Cascarino, Salvio, Arianna Valezano, Rocco Semerano, and Raam Ratnam. 2024. Sector 

Update Sportswear. S&P Global. 

Expert Market Research. 2024. "Global Footwear Market Size, Share and Growth Report - 

Forecast Trends Analysis and Outlook (2024-2032)." 



 

 53 

Expert Market Research. 2024. Global Sportswear Market Report and Forecast 2024-2032. 

Expert Market Research. 

Damodaran, Aswath. 2024. Country Default Spreads and Risk Premiums . January. 

https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/ctryprem.html. 

Mauboussin, Micheal J., and Dan Callahan. 2023. Cost of Capital. Morgan Stanley. 

HSBC. 2024. "HSBC ESG Sentiment Survey #6: Our key findings." HSBC. March 22. 

https://www.business.hsbc.com/en-gb/insights/global-research/esg-sentiment-survey-

our-key-findings. 

NIKE, INC. . 2022. NIKE, INC. ANNUAL REPORT . NIKE, INC. . 

NIKE, INC. . 2021. NIKE, INC. ANNUAL REPORT . NIKE, INC. . 

NIKE, INC. . 2023. NIKE, INC. ANNUAL REPORT ON FORM 10-K. NIKE, INC. 

NIKE, INC. 2024. NIKE, INC. ANNUAL REPORT ON FORM 10-K. NIKE, INC. 

Statista. 2024. "Footwear: Market data analysis & forecast." 

Trading Economics. 2024. United States Main Indicators. 

https://tradingeconomics.com/united-states/indicators. 

—. 2024. Germany 10-year Bond Yield. https://tradingeconomics.com/germany/government-

bond-yield. 

—. n.d. Euro Area Main Indicators. https://tradingeconomics.com/euro-area/indicators. 

—. n.d. China Main Indicators. https://tradingeconomics.com/china/indicators. 

World Footwear. 2024. "The World Footwear Yearbook 2024." 

https://www.worldfootwear.com/yearbook/the-world-footwear-2024-

Yearbook/232.html. 

LeRolland, Marguerite. 2024. "Top Trends in Global Apparel and Footwear in 2024 and 

Beyond." Euromonitor International. May 4. Top Trends in Global Apparel and 

Footwear in 2024 and Beyond. 

Lifland, Steven. 2015. Creating a Dynamic DCF Analysis: A Detailed Excel Approach 

Utilizing Monte Carlo Methodology. High Point University. 

Sharma, Anil K., and Kumar Satish. 2010. Economic Value Added (EVA) - Literature Review 

and Relevant Issues. International Journal of Economics and Finance. 

Mauboussin, Michael J., and Dan Callahan. 2024. Valuation Multiples What They Miss, Why 

They Differ, and the Link to Fundamentals. Morgan Stanley. 

https://www.morganstanley.com/im/publication/insights/articles/article_valuationmulti

ples.pdf. 



 

 54 

Ohara, Frank, and John Gonzales. 2022. Free Cash Flow Valuation: Pedagogical and 

Practical Implications. Financial Education Association. 

Nath, Amith. 2021. "Why valuation multiples fail in an exponential world." FirstLinks. 

October 13. https://www.firstlinks.com.au/valuation-multiples-fail-exponential-

world#:~:text=Multiples%20were%20not%20designed%20for,utilities%2C%20real%

20estate%20and%20infrastructure. 

ADIDAS. 2020. ADIDAS 2020 Annual Report. ADIDAS. 

ADIDAS. 2021. ADIDAS 2021 Annual Report. ADIDAS. 

ADIDAS. 2022. ADIDAS 2022 Annual Report. ADIDAS. 

ADIDAS. 2023. ADIDAS 2023 Annual Report. Adidas. 

Rodolfo Toríbio, Farias Nazário, Lima e Silva Jéssica, Vinicius Amorim Sobreiro, and Herbert 

Kimura. 2017. "A literature review of technical analysis on stock markets." The 

Quarterly Review of Economics and Finance. 

(https://www.sciencedirect.com/science/article/pii/S1062976917300443). 

Kroll Inc. 2024. "Kroll Lowers its Recommended U.S. Equity Risk Premium to 5.0%, 

Effective June 5, 2024." Kroll Inc. https://media-cdn.kroll.com/jssmedia/kroll-

images/pdfs/kroll-lowers-its-recommended-us-equity-risk-premium-effective-june-5-

2024.pdf?_ga=2.46436007.182673536.1730828394-499418574.1730828394. 

Das, Emily Crawford, Phong Thanh Luu, Jingzhi Tie, José Pedro, and Qing Zhang. 2024. 

PAIRS TRADING UNDER A MEAN REVERSION MODEL WITH REGIME 

SWITCHING. Numerical Algebra, Control and Optimization. 

Statista. 2024. "Companies & Products: Adidas." Statista. 

https://www.statista.com/study/12983/adidas--statista-dossier/. 

—. 2024. "Companies & Product: Nike." Statista. https://www.statista.com/study/12870/nike-

statista-dossier/. 

—. 2024. "Industries & Markets: Apparel Retail Worldwide." Statista. 

https://www.statista.com/study/54163/apparel-retail-worldwide/. 

—. 2023. "Industries & Markets: Global Footwear Market." Statista. 

https://www.statista.com/study/54247/global-footwear-market/. 

MacroTrends. 2024. "V.F Revenue 2010-2024 | VFC." 

https://www.macrotrends.net/stocks/charts/VFC/vf/revenue. 

Amer Sports. 2024. "Amer Sports publishes annual report for fiscal year 2023." 

https://www.amersports.com/newsroom/amer-sports-publishes-annual-report-for-

fiscal-year-2023/. 

 



 

 55 

Appendix 

Figures 

Figure 2.1: Nike vs Adidas ESG Score 

 

Figure 6.1: Adidas Monte Carlo Simulation Results 
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Figure 6.2: Nike Monte Carlo Simulation Results 

 

Figure 7.1: Nike Football Field Valuation 
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Figure 7.2: Adidas Football Field Valuation 

 

Figure 8.1: 5-week Mean Reversion pairs trade strategy Cumulative Returns (In Sample) 
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Figure 8.2: 5-week Mean Reversion pairs trade strategy Drawdown (In Sample) 

 

Figure 8.3: 5-week Mean Reversion pairs trade strategy Weekly Returns (In Sample) 

 

 

 

-30%

-25%

-20%

-15%

-10%

-5%

0%

1/6/19 1/6/20 1/6/21 1/6/22 1/6/23 1/6/24

DD - In Sample

-30%

-20%

-10%

0%

10%

20%

30%

1/6/19 1/6/20 1/6/21 1/6/22 1/6/23 1/6/24

Weekly Returns - In Sample



 

 59 

Figure 8.4: 5-week Mean Reversion pairs trade strategy Cumulative Returns (Out-of-

Sample) 

 

Figure 8.5: 5-week Mean Reversion pairs trade strategy Drawdown (Out-of-Sample) 
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Figure 8.6: 5-week Mean Reversion pairs trade strategy Weekly Returns (Out-of-Sample) 
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Tables 

Table 4.1: Adidas Income Statement Reclassification 

 

Table 4.2: Nike Income Statement Reclassification 
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Table 4.3: Adidas Core Result per Segment 

 

Table 4.4: Nike Core Result per Segment 
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Table 4.5: Adidas Balance Sheet Reformulation  
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Table 4.6: Nike Balance Sheet Reformulation  
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Table 4.7: Adidas CF Management & Liquidity Ratios  

 

Table 4.8: Nike CF Management & Liquidity Ratios  
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Table 4.9: Adidas Capital Structure  

 

Table 4.10: Nike Capital Structure  
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Table 4.11: Adidas ROIC & ROA 
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Table 4.12: Nike ROIC & ROA 

 

 



 

 69 

 

 

 

 

 

 

 



 

 70 

Table 4.13: Adidas ROE 
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Table 4.14: Nike ROE 
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Table 4.15: Adidas Cost Value Drivers 
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Table 4.16: Nike Cost Value Drivers 

 

Table 4.17: Adidas Sales Drivers 
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Table 4.18: Nike Sales Drivers 
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Table 4.19: Adidas Invested Capital 
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Table 4.20: Nike Invested Capital 
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Table 4.21: Assumption Revenue Forecast 
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Table 4.22: Adidas Income Statement Forecast Base Scenario 
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Table 4.23: Nike Income Statement Forecast Base Scenario 
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Table 4.24: Adidas Balance Sheet Forecast 
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Table 4.25: Nike Balance Sheet Forecast 
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Table 5.1: Nike Cash Flow Projection 

 

Table 5.2: Adidas Cash Flow Projection 

 

Table 5.3: Adidas Long Term Value Drivers 
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Table 5.4: Nike Long Term Value Drivers 

 

Table 5.5: Adidas WACC & Sensitivity Analysis 
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Table 5.6: Nike WACC & Sensitivity Analysis 

 

 

Table 5.7: Adidas DCF & Sensitivity Analysis 
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Table 5.8: Nike DCF & Sensitivity Analysis 
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Table 6.1: Adidas Short Term CAGR Scenario Analysis 

 

Table 6.2: Nike Short Term CAGR Scenario Analysis 

 

Table 6.3: Adidas Long Term CAGR Scenario Analysis 

 

Table 6.4: Nike Long Term CAGR Scenario Analysis 
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Table 6.5: Adidas WACC Scenario Analysis 

 

Table 6.6: Nike WACC Scenario Analysis 

 

Table 6.7: Adidas Montecarlo Simulation Parameters  

 

Table 6.8: Nike Montecarlo Simulation Parameters  
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Table 6.9: Adidas Montecarlo Simulation Results 

 

Table 6.10: Nike Montecarlo Simulation Results 

 

 

 

Table 7.1: Nike FCFE & Sensitivity Analysis 

 

 

 

 



 

 92 

Table 7.2: Adidas FCFE & Sensitivity Analysis 

 

 

Table 7.3: Adidas Economic Value Added & Sensitivity Analysis 
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Table 7.4: Nike Economic Value Added & Sensitivity Analysis 

  

 

Table 7.5: Trading Multiple Values for the different Companies 
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Table 7.6: Trading Multiple Analysis and Results 
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Table 8.1: Yearly Info Sharpe 5W vs 10W 

 

Table 8.2: In-Sample Results 

 

Table 8.3: Out of Sample Results 
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Table 8.4: Results w/ transactions costs 
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