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NIKE: Investment Overview

Recommendation: BUY with PT of $100.33, representing an upside of 

29.46% from 11/4/24 close at a 5% weight.

Investment Case Background
Nike has lost share due to impaired wholesale relationships and recent product 

launches lacking innovation, putting the stock near 5-yr lows and decade low 

multiples. We believe that recent brand mismanagement and bad macro provides 

CIMG the opportunity to purchase a great business at a good price.

Investment Thesis Introduction
I. New management has a product-centric background and has shown 

willingness to restructure the business to return innovation back to historical 

performance

II. Wholesalers have signaled willingness to repair relationships with new 

management. We believe in a wholesale-focused 3-yr plan to increase shelf 

space and generate demand for new launches

III. We believe Adidas serves as a promising case study. Adidas had overfocused 

on consumer demographics, and innovation had been lacking. New 

management with a product focus rekindled growth in the Athleisure market, 

bringing Adidas back to profitability and margin-accretive growth.

IV. We believe negativity over the current macro environment is priced in. A poor 

consumer market and slowdown in China provides potential catalysts for 

future upwards price action. 

Market Cap $116.70B

Enterprise Value $118.53B

Last Close (11/4/2024) $77.47

52 Week Range $123.39-$70.75

LTM Revenue $50.01B

Operating Margin 10.43%

EV/EBITDA 14.3x

NTM P/E 27.38x

Investment Narrative
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Company Overview 

Company Overview 

Breaking Down One of America’s Most Iconic Companies

Nike’s Rise to the Top

Revenue by Geography & Segment Shifting Distribution Mix

Footwear
62%

Apparel
32%

Equipment
6%

NA
43%

EMEA
28%

Greater 
China
15%

APAC
14%
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Wholesale DTC

Blue Ribbon Sports 

becomes Nike Inc. 

with the iconic 

swoosh.

1980 2024

Phil Knight and Bill 

Bowerman found 

Blue Ribbon 

Sports.

Nike completes IPO 

with a 

split-adjusted price 

of 18 cents a share.

Nike signs Tiger 

Woods.

Nike becomes the 

official supplier of 

NFL apparel.

John Donahoe 

becomes CEO, 

eager to push 

Digital & DTC.

Nike veteran Elliot 

Hill returns as CEO.

Nike signs Michael 

Jordan, launching 

the Air Jordan 

series.

Nike acquires 

Converse for 

$309m, Phil Knight 

steps down as 

CEO.

Nike becomes the 

official supplier of 

NBA apparel.

Nike reestablishes 

key wholesale 

partners like Macy’s 

& DSW.
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42%

Fiscal Year 2024 Revenue By Distribution Channel (Wholesale vs. DTC)
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Industry Overview

Industry Overview 

The Sportwear market is highly fragmented, leaving innovation as the primary differentiator

Athleisure Leads the Way Historical EV/EBITDA

Nike is the Dominant Player Innovation is Critical 

“Number one is product innovation. Anytime we make 

awesome products, we see great results. Anytime we 

make bad products, we see poor quarterly results.” 

– Former Director of Go-To-Market at Nike“
“And because the consumer spectrum is so broad, the 

runner will care less about the brand and more about 

the innovation and how the shoe feels.” 

– Former VP Category Merchandising at Nike ”
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Most Recent Quarterly Revenue of Public Comps

Nike saw more revenue than the 

other four combined.
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Investment  Background 

Street Views Nike as Losing its Foothold in the Apparel Market

Wholesaler pushback, stalling innovation, and a weak macro backdrop created the perfect storm for NKE multiple compression

Lackluster Innovation Engine Stalled Footwear Growth Management Cites Weaker Macro

Expectations for Nike Have Materially Declined Wholesalers Reduced Nike’s Shelf Space
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“For Macy’s perspective, it’s [done] with Nike and 

moving on…It’s going to be a long road for Nike to 

continue to come back to the growth mode.” 

– Former Director of Go-To-Market at Nike“

“As you zoom out, what are some of [Nike’s] issues?”

“Product innovation, for sure…all these ‘new’ shoes 

are ones that I saw seven years ago.” 

– Former Director of Jordan NA Finance“
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Nike Consolidated Revenue by Distribution Channel

Nike Footwear YoY Revenue Growth Rate

Mainland China Consumer Confidence

 - “We see an elongated timeline for NKE to reaccelerate revenue 

 growth…with the global macro backdrop (notably headwinds in 

 Greater China & EMEA) further complicating the path forward.” 

 (Downgrade to Neutral)
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Women’s Footwear

Teen Footwear

Children’s Footwear

Investment  Background 

New Management Has Levers to Drive Turnaround

Recent Mismanagement Provides Shareholders with Multiple Ways to Win 

Streamlined Innovation – Addition by Subtraction Our View: Donahoe Represents Rock Bottom

Elliott Hill Was a Shoe-In for CEO Role Roadmap to Retail Rebound

Elliott Hill

Chief Executive Officer

Started at Nike as an intern; 

28 years of experience across 

retail sales, merchandising, 

and marketplace

“Everyone loves Elliott Hill 

and wishes that he would 

come back.” 

– Director of Innovation“
“People appreciate that he’s 

a product guy.” 

– Director of Go-To-Market“
Isolation Drove Operational Inefficiency Return to Integrated Engine

\\

Footwear Engineering

“There’s opportunity just looking a year or two down the 

road within Dick’s for Nike to really, I don’t want to say 

dominate, but gain more shelf space.” 

– Regional VP at Dick’s Sporting Goods“
Shifting Product Exposure 
Nike returning to promoting top-tier products 

through wholesale channel

Corporate Relationship Revitalization 

Elliott Hill brings with him extensive selling 

experience and a rolodex of retailer relationships

“[Donahoe] needs to be driving technology and financial 

strategy that brings efficiency to processes and 

systems…But if that's not happening, then I don't see a 

reason for those people to be in leadership.” 

– Director of Innovation“
 - “Management acknowledged their own missteps…investors 

 are most focused, and frankly most skeptical, on the notion of the 

 innovation pipeline resulting in sustainable topline growth.” (2/2024)

 - “Product innovation, storytelling/marketing, and rebuilding 

  wholesale partnerships [suffered] under previous leadership, 

 resulting in material underperformance in profitability.” (12/2023)
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Short-Term Issues
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Investment  Background 

Adidas Case Study, Athleisure Opportunity

The playbook is already written: A similar turnaround story that resulted in recent positive price action

One Man Changed It All New Athleisure Line Boosts Margins and Growth

A Five-Year Overview Where Adidas Went Wrong

Repaired wholesale relationships after a 

failed transition to DTC

Rekindled the innovational edge with a geared 

focus toward athleisure and retro styles

Reduced overstocking levels and improved 

inventory efficiency  

CEO Bjorn Gulden

- “You have this long-term vision after

women [and] they're just throwing stuff on the wall and see if it sticks.. .I 

will say like it was challenging at certain parts when I was on

women’s team – they took away all the fun [and] they stopped investing”

- Former Adidas Director of Marketing for Women’s Dept (2022)

Drops Kanye 

West Partnership

New CEO Bjorn 

Gulden

DTC Focus 

Announcement 

Raised FY24 

Earnings 

Guidance for 

the 3rd Time 

Many Similarities to Nike

1. Canceling the Yeezy collaboration cost them over $1B in annual sales a 

year

2. Adidas suffered from a lack an innovation stemming from an “stiff 

corporate environment”

3. Negative growth in China paired with overstocked inventory in North 

America and Europe

“[Athleisure is] where you can have the better

margins” 

- Adidas Manager
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Semi-annual research project that gathers input 

from 13,515 teens with an average age of 15.8 

years. Discretionary spending patterns, fashion 

trends, technology, brand and media preferences 

are assessed.

Industry Overview

Down Cycle Provides Buying Opportunity

S&P 500 YoY Consumer Discretionary Earnings Growth Projections vs. NKE 

Buying Down-Cycle Is the Best Least-Worst Way to Invest in Consumer Cyclicals 

Brand Impairment Remains Fixable

Despite Brand Mismanagement, Nike Remains King

Bad Macro Leads to Trough Multiples
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BBG Industry Projection CIMG NKE Model

CIMG projections imply NKE Earnings Growth At-Or-Below Category

“Nike maintained its No. 1 spot as a favorite brand for all teens; in footwear, NKE 

shed 4-points Y/Y (57% vs. 61%)”

“ Teen ‘self-reported’ spending was up 6% Y/Y to $2,361 and up 4% vs. the 

Spring”
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Risks & Mitigants

Investment Risks Analysis & Modeling Philosophy

Chinese Weakness Can Yield Further Downside to Shares

Even if not consumer focused, 

stimulus likely to result in positive 

price action

Potential Stimulus

We model Nike’s China revenue 

declining HSD to 1Q26, LSD to 

FY27

China Modeled Conservatively

Nike is similarly exposed to China 

compared to peers (17% NKE, 

13% LULU, 15% Adidas) with 

growth in China much lower

Nike Less Exposed

Return to Wholesale Focus May Dilute Margins

Management outlined cost 

reduction plan on recent call, 

modeling costs flat to remain 

conservative

Cost Cutting Measures Ongoing

We model GM’s ~50bps below 

street until FY27 to account  

channel mix shift

GM’s Modeled Below-Street

Nike can pass through most 

operating costs, 

Athleisure/premium product focus 

margin-accretive over the long term

ASP’s Continue to Increase

Innovation Turnaround May Not Manifest

Adidas gives us visibility into how 

similar turnaround stories can be 

successfully attempted 

Adidas Case Study

Despite Nike’s business quality, we 

chose to discount at 11% to 

compensate for lower visibility of 

cash flows

Using 11% Discount Rate 

We assume Nike will grow revenue 

LSD until 2029, 6% until 2034. 

Assuming current multiples Nike 

should be able to repurchase 

~2.5% of their shares yearly

Assuming Below-Category Growth
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Industry Overview

Valuation & Modeling

Thesis in Model

Revenue 
• Negative growth until 2Q26

• Converse remains in negative growth till terminal year

• China down HSD until MSD growth in FY26, FY27

• Nike grows significantly below category until 2027, with category onwards

Margins
• Below-street on gross margins until 2028 due to Wholesaler refocus

• In line with street in out years
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Industry Overview

Reverse DCF Suggests Street Requiring Higher Return
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Industry Overview

Variance Table
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Industry Overview

Variance Table
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CIMG’s History with NKE

A two-year investment with lessons learned.

Investment Timeline

What We Were Playing For… …What Happened
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Nike will experience unmatched growth in the 

fastest-growing international markets, 

specifically in the digital space in China

Nike has positioned themselves to take over e-

commerce within the industry with their growing 

digital ecosystem

Nike’s digital sales boomed in FY20 and FY21, 

but saw a slowdown in FY22. Additionally, after 

our exit we saw the wholesale pullback come 

back to haunt Nike.

CIMG purchases 331 

shares of NKE at 

$138.57

Mar 2021

NKE posts record-breaking 

earnings fueled by the 

digital transformation

Fall 2021 CIMG places a sell 

order at $128.29

Jan 2023

Slowdowns in China 

along with tapering 

growth in digital cause 

NKE to fall

Summer 2022

In the summer of 2022 sales in China shrunk 

due to extended lockdowns and rise of 

nationalism. Since then, we have seen a weak 

macro environment in the country, hurting Nike.
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Elliot Hill’s Background

Elliot Has past experience in sales and marketing, 

the perfect background to execute the current 

turnaround story .
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