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CROX Is a Beaten-Down Free Cash Flow Machine

Investment Case Background

crocsm I.) Wall Street has soured on CROX, seeing it as a COVID winner with declining

brand interest. Underperformance of the HEYDUDE brand (acquired FY22) has sent
Market Cap $6.18B

shares down ~35% since June despite a LDD% contribution to the bottom line.

Investment Thesis Introduction

Enterprise Value $7.73B
. CROX’s business model is the best in consumer footwear and its stock is the
Last Close (2/24/2025) $106.10 cheapest in the space. The business is trading at the low end of its historical
range.
52 Week Range $88.25-$165.32 . Despite slowing US growth, Crocs has a significant international growth
opportunity not being appreciated by the Street
LTM Revenue $4.10B lll.  Wall Street is mismodeling CROX’s margins, discounting product mix shifts
and international price increases.
P/E 7.5x IV.  Atcurrent prices, HEYDUDE is a free call option. New mgmt. is running a
playbook with a track record of success which the Street has completely
FCF Yield 11.8% ignored.
V. The core Crocs brands has a loyal core base (primarily food and healthcare

service workers) making the brand less cyclical than investors believe.
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Crocs: The Market Leader in Comfortable Clogs ””II

L

Product & Revenue Breakdown

Why Consumers Love the Clog

Crocs Value Proposition
= Crocs: NA
I 43% Comfort
~d Patented material that enables support through an extremely
200 = Crocs: ; : i
b lightweight and shock resistant foam
ntl.

° Convenience

\C/:vrrc])cls: | _Kl A slip-on shoe that can easily be cleaned with soap
olesale and water

o e
oo s
Coge®

I 19%

| 37% : = Crocs: DTC

———

= HEYDUDE

Affordability
$ Inexpensive price point relative to peers attracts families
and healthcare workers

Customization Through Collaborations & “Jibbitz” Crocs — So Uncool, They'’re....Cool?
“I would say that personalization has been a e e T T 1 .
macrotrend for consumers - that idea of having .I m gratefm that.l get to 1 Recent H'Qh'End Product
something that's made exactly for you, that’[s] kind of brain-vomit myself 1 Launches
unique yourself, that's been a huge trend.” into a pair of very I
— Former Senior Trend Manager at Crocs comfortable shoes” |
- SZA (Super Bowl LIX 1 &
—  Personalized Crocs & Jibbitz —=————— R Performen |
B i ~$100
—erecs E - o o T T E T Em s 1
<% : I CROX popped 13% after
=%.0 | Justin Bieber posted this |
2% Ry | photo on Instagram in 1
== 1 October 2020 1
ST Y s =m—-— 4 ~$65
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Crocs History: Shift from Fad to Fashion

Previous Bust Cycles Driven by Product Falling Out of Trend

to high discounting )
which hurts brand Stagnation Rees cuts costs and

equity | Revenues fall ~15% outsources
————————— | from 2012-2015 2oL
$100 i

$200 [
_________ - ___. COVIDBoom |
I Boom-to-Bust - Rees made |  DTC shift sees
] I I Andrew Rees 1 - | EBIT margins go I
Wholesale | | becomes president | | CEO, Begins from 12% to 30% |
$150 I overdistributionleads | 00 - e I !
e _ L _ ___ _
|
: I

|
|
|

Turnaround | ~ -~~~ 7~~~
|
|
I

r—-—--

$50 - == 1
HEYDUDE 1
| Acquisition
$2.5 billion
50 LTttt bt s ol bl oot ol sty i sl i RN
Jan-07 Jan-11 Jan-15 Jan-19 Jan-23

Crocs Has Transformed Its Brand Perception

Inception as a Boat Shoe Fame Through Functionality

Crocs originally founded as a slip-resistant shoe
suitable for boating

Crocs carves out functional niches and gains
popularity in children demographic

Andrew Rees positions the brand to represent wider
demographics
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A (Surprisingly) Good Business at a Remarkably Cheap Price ]Tﬂn

One of the footwear space’s best business models now trades at 7.5x earnings

Clogs’ Simplicity Delivers Higher Margins than Peers Sell-Only Model Leaves Business Asset Light

Gross Margin Over Time Store Count vs. Operating Expense % of Revenue
65% $700 36% 36% | 60% of Crocs are made : 40%
33% | in Chinain Vietnam
$600 T B S~ A\ e I35%
60%
$500 . 4% 26% 30%
0 g 0,
55% $400 25%
20%
50% $300 15%
5% $200 10%
$100 50
40% $- 0%
2016 2017 2018 2019 2020 2021 2022 2023 2024 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
e CrOCS === Sketchers  e==Timberland mmmm Store Count === Qperating Expenses as % of Revenue
Resulting in Industry-Leading FCF Margin Which Is Heavily Discounted by Wall Street
CROX FCF Margin CROX LTM P/E
30% 30.00x
25% 25.00x P/E Multiple
20% Currently at 7.3x
0,
’ 19.66% 21.26% 20.00x
14.09%
15% 12.64%
15.00x
10% 91106
10.00x
5%
0% —d 5.00x
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
-5% 0.00x T T T T
3-2020 3-2021 3-2022 3-2023 3-2024
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Management: All the Right People in Place ””II

Andrew Rees Turned Crocs Into a FCF Machine Steven Smith — A 30 Year Footwear Veteran

————————————————————— 1 |- Hired to push Crocs ahead after :

I~ Joined Crocs in 2014 as President after 25+ YOE | spending 8+ years at YEEZY

| in the footwear & retail industry I I 38+ YOE in footwear design I

I - Became CEO in June of 2017, vowing to “clean the I '~ Famous for the Reebok Instapump I

| house” by cutting costs and outsourcing 1 Fury & the adidas YEEZY BOOST |

| - Pivoted to an active brand management strategy ]I I 700 |
1986 1988 1989 1997 1999 2010

Reebok . | | I I | |
>< 2» LEK > = A\, OS¢ AL YEEZY

c ro csm nef balance Q

|  Terence Reilly transformed Stanley from a utilitarian brand into a I

| must-have lifestyle accessory by leveraging vibrant product designs, I

X I partnerships with female influencers, and viral social media I
I campaigns. 1

I 1

I 1

I

Served in marketing leadership at Crocs from
2013 to 2020

- Led the strategy that propelled Stanley’s
resurgence into a must-have icon and saw the
company’s revenue 10x during his time

- Dubbed “The Nick Saban of Marketing”, Reilly
plans to bring his innovative marketing strategies
to HEYDUDE

At HEYDUDE, he aims to replicate this success by targeting youth
culture, especially young women, through celebrity partnerships,
collaborations, and a revitalized social media presence.

~- Reilly’s Marketing Successes

2 > W >

crocs’ STANLEY

Culverhouse Investment Management Group — Consumer Discretionary Committee



International Opportunity Is Mismodeled After Turnaround ””II

An afterthought during the turnaround, recency bias is leading the street to discount sustainable intl. growth engine

Asia Is an Untapped Market For Sandals That Has Been Overlooked By Management

Asia—Pacific Athletic Footwear Total Market Size International Store Count

$30 ) 35% M Increase [ Decrease [ Total

$25 30.20% 30%
25% 59

$20 20% W5

1 15% 28 10

$15 , 10%

$10 5% 8 4 2
0% -96 24 L8 = — =

$5 50 p— 14 31

$- -10% -16 31—

2016 2017 2018 2019 2020 2021 2022 2023

[ Total Market ($b)  ====Y/Y Change (%)

' ______________________________ 1 I Andrew Rees aggressively cut international investment during the turnaround, leaving :
the international opportunity an unappreciated component in the Crocs story

Andrew Rees Can Now Focus on International Street Thinks Intl Wholesale Growth Tapers in FY27

International YoY Growth Rate Forecast

“Having a better focus on a sandals market will help .
improve our market- given the weather conditions of 12%
[hot, humid tropical], clogs don’t fit well as open 10%
toed shoes — Crocs recognizes this now.”

. 8%
— Former Head of Sales & Merchandising °
6%
4%
« . . 2%
In Asia, a lot of female customers are the main

consumer of the brand, but sandals is leading the 0%

charge. People are less sensitive over sandals and FY25 FY26 FY27 FY28E FY29 FY30 FY31 FY32 FY33

want shoes that are more elegant. mStreet = CIMG

— Former Senior Trend Manager at CroCS o o o e
I We believe intl remains underpenetrated. Intl store buildout will continue into 2027,
I leading to MSD SSS ramps from FY27. Street assumes this opportunity will decelerate
| by FY27, allowing us to differentiate
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Crocs Has Structurally Higher Margins Than Street Believes

mm

Andrew Rees’s Turnaround Structurally Changed the Business | Street Mismodels Crocs Margin Tailwinds

Crocs Has Dramatically Expanded Margins Over Time

Crocs, Inc. Consolidated EBIT Margin

Andrew Rees Greatly Improved the Cost Structure

Crocs Brand SG&A as a % of Revenue

- HEYDUDE
Andrew Rees shifts acquisition

production channels,
implements cost cutting {}
measures

35.0%
30.0%
25.0%
20.0%
15.0%
10.0%

5.0%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Price Increases and Product Mix a Tailwind on Margins

$30.00 20%
$1091 go027 $2272 92492
$20.00 $17.71  $17.81 10%
0%
$10.00 0%
$- -20%

2018 2019 2020 2021 2022 2023

mmm Crocs ASP =——=Yo0Y Growth Rate

— High-End Product Launches

~$50 ~$100

~$60
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Rees takes over as CEO, Crocs
inks first collaboration deal

36% 37% 36%
33% 329

| | | | I 20% e 24% 24% 24% 24%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Which Implied Street Estimates Miss Entirely

Crocs Brand Gross Margin (Street Projections)

60.8% 60.5% 60.0% 59.0% 59.1%
2024E 2025E 2026E 2027E 2028E

Despite a temporary shift away from DTC, we do not view the long-term gross |
margin stagnation Street is projecting as the most likely outcome due to: |

| » Mix shift towards higher ASP products and high-margin accessories
| * Modest operating leverage as international volumes rise
| » Lower freight costs stemming from incremental mix shift towards APAC



HEYDUDE a Free Call Option at Current Prices ””II

HEYDUDE has underperformed due to brand mismanagement, but shouldn’t be written off entirely

Management’s Misstep: HEYDUDE Acquisition Guidance Misses Have Sent Shares Tumbling

—  HEYDUDE Acquisition Breakdown $CROX, HEYDUDE Guide Downs
|- T T m - ——— 1 $150
| Management believed HEYDUDE and Crocs had |
$2.5B | more consumer synergy in the relaxed footwear |
10x EV/EBITDA | segment 1 $100
$50
-, ——_—Y_—_——————_—_— 1/3/2023 71312023 1/3/2024 7/312024 1/3/2025
IS ————————.
| | . o
 Misread: HEYDUDE is popular in the central US, while Crocs excels on the | 2023 2024 Despite contributing a mere 10% to
| coasts. In addition, the average HEYDUDE customer was older and more ! Initial Outlook| Mid Teens Flat CROX’s bottom line, HEYDUDE has
1 male than the Crocs customer, making the Crocs playbook less effective ! 1Q| Refterate  Down (8-10%
I 2Q| 3.5-7.5%  Reiterate subject of 45% of FY24 analyst

|
|
dominated price action and been the
|
|

|
|
L e e e e e e e e e e e e e e e = = = = — 30| Down (4 6%) Down 14.5% | |
|

Actual TBD questions

HEYDUDE Operating Profit Growth Rate Forecast
10%

5%

0%

-5%

-10%
-15%

-20%
= Qperating Profit CIMG (%) =—=Operating Profit Street (%)

i
| Street Models HEYDUDE ASP declines MDD FY25 and FY26 despite a 20% Inventory ASPs turned Terence Reilly
I decline in inventory YoY, mgmt. comments they plan to increase price, and destock over positive in is now leading
I lowered Amazon discounting I past 5Qs most recent Q HEYDUDE

G o e e o o e e e e M e e M M e R M M e M M M e e M e e e
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We Believe Risks to the Thesis Are Currently Overblown ””II

Crocs Are a Fad, Prone to Shifting Fashion Cycles

Collaborations Cement Brand Power Versatility Through Sandals Personalization Drives Individuality

i Partnerships with names like i
! Balenciaga, Post Malone, and i
i Travis Hunter have elevated its !
i cultural relevance and appeal to i
;_ diverse audiences i

Crocs is diversifying revenue
streams away from clogs in the
International segment by selling a
new elegant look: Sandals

Jibbitz continues to grow with 80%
attach rates — Crocs will stay
relevant by embracing unique
designs and customer options

The Bottom Line: CROX has broadened its loyal consumer base through a focus on customizability

Crocs Brand is Prone to Boom/Bust Cycle
Innovation Trending to Higher ASP New Mgmt. Fixed Structural Flaws Crocs Brand Has Built Core Base

Crocs has built a core base of
mostly food & healthcare workers
who are low-churn and
high-repetition customers

Andrew Rees shifted business
away from boom/bust “growth at all
costs” strategy with focus on cost
discipline and brand stewardship

Crocs has had success with
margin-accretive high-ASP
exclusive collabs along with Echo
Storm and sneaker lines

The Bottom Line: CROX is a fundamentally different business than during its first two decades

HEYDUDE Brand May Fail to Recover
HEYDUDE a Free Call Option Core Product is Strong New Mgmt. Has Strong Playbook

Using a sum of the parts model, we
estimate the Crocs brand alone is
worth $8.3B, implying 30% upside

without HEYDUDE

Research suggests core
HEYDUDE product resonates with
customers and current weakness is
a matter of brand positioning

Terence Reilly is familiar with Crocs
and is deploying a turnaround
playbook he used successfully at
Stanley

The Bottom Line: HEYDUDE turnaround not required. Depressed estimates may create upwards price pressure

Culverhouse Investment Management Group — Consumer Discretionary Committee



CROX Shares Offer Multiple Ways to Get Paid ”ﬂﬂ

With shares trading at 7.3x earnings and 8.3x free cash flow, the burden of proof is on the bears

Discounting CROX Above WACC Still Yields Upside Rerate Likely if CROX Simply Maintains Performance

Crocs Brand Discount Rate 13.00%| |CrocsBrand PV of Terminal Value 3,485 2027 CIMG Est. EPS £ 1528 DCF § 15840 Weight: 50.00%,|
Crocs Brand LTGR 2.50%| |CrocsBrand PVof FCF 6,203 2027 Street Est. EPS £ 1335 Multiple £ 12610 50.00%
HEYDUDE Discount Bate 15.00%) Implied Enterprise Value 9,688 Variance 13.09% Elgr-l,:Ed Price Target: s ;1123:5
i i side: .
HEYDUDE LTGR 7 50% HEYDIUDE PV of Terminal Value 200 2027 P/E Multiple 10.00x] P
Diluted Shares Qutstanding 50 HEYI;)UDE PV Df-FCF 654 Est._SharE Value 152.58
. Implied Enterprise Value B854 Upside 443

Gurrent Share Price $106.10 ‘WholeCo Enterprise Value 10,542.04 Annualized 15|
Cash s188 Implied Share Price £ 156.40 o I
Debt 81422 | |upsige: 47% | CROXis generating a ~12% FCF yield and is trading at a historically low |
Preferred Stock/ Other N/A I 7.3x P/E — materially below CROX's ~15.0x 5yr average I
B e I e e e B e R B B B e G B B B B R e R == . I

30x

Key Assumptions:
20x

» Discounting both segments materially above WACC of 9.9%

I

1
» HEYDUDE implied to be worth just 30% of what Crocs paid in 2022 1 10x S —
* Modest variance on volumes & margins driven by ASP growth :

3/20 9/20 3/21 9/21 3/22 9/22 3/23 9/23 3/24 9/24

| CROX’s leverage is now comfortably within I | Management repurchased ~4% of float in ! I 1
[ management’s target range, freeing up I | 40Q24 alone. Street LFCF estimates imply ! I Sl retur_ns alloyved Us i Eo sty
I $500M+ annually for repurchases : | capacity to repurchase 20% over three years J' [ underwrite a mid-teens IRR J'
2.3x
$6.2B
Base (-25% of LFCF) [ AGGelerated Buyback (65% of LECH) |
1.5x ($95.50) (895.50)
1.2x $0.00 $0.00
$0.00 $0.00
514587 $158.00
$993M
- IRR IRR
15.17% 18.27%
2022 2023 2024 CROX Market Cap CROXLTM OFCF
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CROX Shares Present an Attractive Risk/Reward Opportunity ””II

Dramatic Deterioration in the Core Business + Multiple Compression Set Our Price Floor at $65

Key Assumptions:
» Earnings decline 40% over the next three years

Bear Case Build

» International growth fails to materialize, and new store buildout causes
margin contraction
+ HEYDUDE turnaround flops, with the brand being written down to zero

» Croc trades down to an abysmal 6.5x P/E EY24 EPS $16.38
'+ Management returns no capital to shareholders FY27 Bear Case EPS $10.00
i F¥27 P/E Multiple 6.50x
, Implied Scenario: Implied 2027 Share Price $65.00
1 _CIMG o_verestimates Crocs’ resistance to boom/t_;ust cycles, and weak Current Share Price $106.10
I innovation causes the brand to fall out of favor with casual consumers S
I Downside: -39%
I
I
1

Crocs is a Homerun if Fundamentals Disprove Negative Market Sentiment

: Key Assumptions:

, ¢ Intl. thesis materializes, allowing Crocs margin & revenue to grow above
I conservative street estimates

I = HEYDUDE worth 40% of acquisition price (implied modest turnaround)
I« Realization of an improved story drives discounting closer to WACC

e e e e e e e e e e e e e e e e e e e e e e e e e o e e e e o o e e = Sum of the Parts DCF

Crocs Brand
HEYDUDE

Crocs Brand PV of Terminal Value 5,069
Discount Rate & LTGR Assumption Analysis Crocs Brand PV of FCF 7,194
Implied Enterprise Value 12,263
HEYDUDE PV of Terminal Value 324
HEYDUDE PV of FCF 777
CIMG Bull Case Barclays FY Update
Y . P |m————_———— Implied Enterprise Value 1,101
Assumptions Assumptions 1 -
Crocs Brand Discount Rate 12.00%| [WholeCo Discount Rate 11.000| | " WholeCo Enterprise Value 13,363.80
Crocs Brand LTGR 2.50%| [WholecoLTGR ~ [ 4 Implied Share Price $ 203.83
HEYDUDE Discount Rate 14.00% Upside: 92%
HEYDUDE LTGR 2.50%
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Why Tariffs Don’t Scare Us

Management Has Already Included a 10% China Tariff and 25% Mexico Tariff for FY25 Guidance

“Our guidance embeds an additional 10% tariff on goods imported from China into the U.S.

‘ ‘ beginning February 4 as well as the anticipated additional 25% tariff on goods imported from
Mexico beginning in March and assumes these will stay in place for the remainder of the year.
— Andrew Rees CEO

Crocs Has Strategically Moved a Majority of Production to Viethnam & Indonesia

“In 2025, we expect the share of enterprise imports into the U.S. from China to be approximately
“ 15%, with Crocs at 10% and HEYDUDE at 27%. Our exposure to Mexico is expected to be under

4% and for the Crocs Brand only.”

— Andrew Rees CEO

Additional Thoughts

Management estimates an
approximate $11 million headwind
to gross profit from tariffs (roughly

25 basis points to gross margin)

We Believe Crocs Has a Higher

1

1

i Crocs’ lower ASP provides cushion
i Recurring Purchase Base

i

1

1

1
1
1
:
i against consumer pushback
;
1
1

Compared to Other Brands compared to higher priced brands
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Positive FY25 Guidance Aligns With Our Thesis ””II

FY25 EPS Better Than Consensus

Crocs brand revenue growth is

guided to be +4.5%, leading to

consolidated revenue growth at
+2% to 2.5%

I

: . . I HEYDUDE is guided to be negative
Crocs international is expected I throughout FY25, but management
: is continuing to invest in the brand to
|

execute the turnaround

aligning with street estimates

1
1
1
| to be up approximately 10%,
1
1
1

Consensus  FY25 Guidance
Adj EPS $12.58 $12.70 - $13.15
Revenue Growth 1.60% 2% to 2.0%
Crocs Global Growth 3.60% 4.50%
HEYDUDE Growth -4.10% -9% to -7%

I

1 “HEYDUDE DTC revenue growth inflected positively, although HEYDUDE

I wholesale remains negative at -0.2%. We are encouraged by the inflection of
| HEYDUDE DTC sales, but sales are forecast to continue to be pressured

: throughout FY25 as reported sales is expected to decline -9% to -7%”

|
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Google Trends Data Is Far From Concerning ””II

Both Brands are Healthy, Geographic Data Hints at HEYDUDE mismanagement

HEYDUDE Search Interest HEYDUDE Core Base in Central US
120

Subregion

[
~
¢

A

Interest by subregion (%)

100

1 West Virginia

2 Wyoming
} 3 Kentucky

4 lowa

80

60

40

5 HKansas

Showing 1-5 of 51 subregions >

20

0
1/26/2020 1/26/2022 1/26/2024

Crocs Search Interest Crocs Core Base in Coastal Regions
120

100
&0

Interest by subregion (2 Subregion +

80 1 Maryland

2 WestVirginia
3 Delaware

60

4 Morth Carolina

40
5 Texas

20 A Showing 1-5 of 51 subregions >

0
1/26/2020 1/26/2023
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Expanding on Our Case Scenarios ””II

Crocs Brand YoY Topline Growth Estimates

10%
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Bull Base Bear Consensus

Crocs Brand Gross Margin Estimates

65%

63%

61% 7’\ C—

59%

57%

55%
2025 2026 2027 2028 2029 2030 2031 2032 2033

= Consensus =—Buyll Base Bear
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