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Nike is a manufacturer, distributor, and wholesaler of sports and athletic wear. Since its
founding by Phil Knight and Bill Bowerman in 1964, the company has become one of the most
easily recognizable in the world with its ‘Swoosh’ logo and Just Do It ad campaigns. Nike
reports in three segments: Footwear (62% of rev), Apparel (32% of rev), and Equipment (7% of
rev), which are broken out by geography. The company sells through its DTC (40% of rev 1Q25
Vs. 25% 1Q17) and Wholesale. The DTC segment includes company-operated stores and sales
through Nike.com and related subsidiaries. The industry is very fragmented, with brand image
and innovative products the only main differentiators. Brands in this space must continuously
innovate new products and successfully market them to consumers to remain relevant.

Investment Background: What Happened?

Why did CIMG first invest in NKE? CIMG first bought NKE with a bullish thesis around DTC mix
shift expanding margins, and a renewed focus on the previously untapped Women’s apparel
market. DTC mix increased ~300bps during our holding period, however margin gains were not
realized due to post-COVID cost pressures throughout the industry. NKE was initially successful
at expanding its reach into under-penetrated demographics, but John Donahoe achieved this
at the cost of Nike’s comprehensive innovative vison. Put simply, achieving Wall Street’s
targets compromised Nike’s core integrity under previous management.

NKE stumbled due to an over aggressive push into DTC, bureaucratic structure stifling
innovation, and poor macro. Increasing DTC mix requires management to reduce wholesale
shelf-space in a gamble that the brand is strong enough to generate its own sales. While this
strategy tends to work well in the short term, customers will have less opportunity to see and
interact with the next generation of products. John Donahoe alienated wholesalers by selling
Nike’s most popular products DTC, freeing up shelf space to be taken by emerging brands such
as On Cloud, Hoka, and Lululemon. John also segmented Nike’s engineering teams in a bid to
penetrate previously untapped consumer demographics. Rather than have a top-down
footwear innovation team, engineers were segmented into Women’s footwear, Kids footwear,
etc. While initially successful, this strategy left the company unable to embark on a core vision
for innovation, creating a void for new brands to emerge. These operation failures, coupled
with degraded macro post-covid, provides CIMG with an opportunity to buy an iconic brand at
an attractive price.

Investment Thesis

Wholesale relationships will be restored under new management. Elliot Hill has cited repairing
wholesale relationships as a key focus for the business. We model GM deteriorating till 2Q26
before recovering to 45% by 2027, below street. We assume the business can achieve ~47%
GM by 2031 through ASP growth as Nike moves into the lucrative Athleisure segment.

Elliot Hill can refocus Nike’s innovation efforts. Under John Donahoe, engineering became
overly bureaucratic, divided into focus groups that lacked the centralization to execute a core
vision. Elliot Hill has outlined a ‘return to basics’ strategy where innovation and sales teams
will be streamlined under their traditional segments. While we view the innovation turnaround
as being a ‘black box’ for now, management has signaled that restructuring costs will be more
than offset by on-going cost restructuring initiatives. We model operating expenses at 25%
FY25 and 24% afterwards, above their historical run-rate of 23% and management guidance.
We also model demand creation expenses at 8.5% of revenue, above their post-covid
averages.
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Figure 1: SNKE 2-Year Stock Chart
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Investment Thesis Continued

Athleisure an opportunity to return to margin-accretive growth. Athleisure remains an opportunity Nike has been slow to
exploit. The space enjoys GM’s ~500bps above sportwear, an opportunity which reveals potential upside to shares. While we
don’t see Nike becoming a true peer to Lulu or On Cloud, we model the opportunity by assuming MSD Apparel growth
amongst geographies, and that ASP’s can compound at 2.5% over the next decade.

We see parallels to Adidas’ recent turnaround, where shareholders were well-rewarded for buying a similar story. Adidas saw
a management change in 2022, promising to rekindle dwindling innovation and brand focus. The stock had seen a 65%
drawdown over innovation and competitive concerns. The shares bottomed amidst the management change and have since
doubled. We see strong parallels with Nike: A refreshed look at innovation and a return to wholesaling leading to earnings
revisions on a 2—3-year time horizon.

Valuation

We valued Nike using a DCF with an 11% discount rate and 2% LTGR with a 27x FY28 exit P/E multiple. We broke out revenue
by segment by geography. Using our assumptions. Our model assumes revenue flips positive 3Q26 growing at 4% in FY27 and
FY28 before growing at 6% until 2034. We assume ASP’s can compound at roughly 2.5%. Since we believe the street is not
focusing on Nike’s Athleisure segment which will be bullish ASP’s, we differentiate slightly on margins from 2027 to our
terminal year. Since Bloomberg numbers only go to 2028 and CapitallQ estimates tend to skew bullish, we view our outyear
numbers being slightly above street. A reverse DCF shows an implied 13% discount rate. We believe our primary source of
differentiation comes from the acceptance of a lower rate of return and confidence that Nike’s poor performance stems
from operational failures rather than brand deterioration, hence the lower 11% discount rate. Our volume figures run below
category growth estimates through our terminal year, giving us confidence that CIMG can achieve a LDD annualized return
even if Nike does not return to being a share taker.

Variance
30-Mov-24 23-Feb-25 31-May-25 31-Aug-25 30-Nov-25 23-Feb-26 31-May-26 31-May-27 31-May-28 FRRAARREE FRAGHRERE ARARERAE ARRRdRRR 31-May-33 31-May-39
S o7 om0 | 2oz | zoa0 | z0u | 032 | 2035 | 7o |
2025 3025 4025 1026 2026 3026 4026 FY27 FY23E FY25E FY30E FY31E FY32E FY33E
IS Line Items.
Revenue
Street 12,220 11,663 12,112 12,035 12,683 12,175 12,668 518395 56,871 59,661 63,443 67,404 71,66% 75,803 80,252
Mode! 12,756 12024 12215 11229 12659 11920 12305 48,764 51,688 54,641 57,777 61,106 54,641 68,395 72,381
Variance 4% 3% 1% T 0% -2% -3% -4% -10% 9% -9% -10% -10% -10% -10%
Gross Profit
Street 5,267 177 5,376 5,457 5,6 5,473 5,687 23440 25735 27,882 29,755 31,815 34043 35234 38601
Model 5,260 5337 5038 5519 5334 5459 5192.6 22,135 13,457 25,386 27,132 29,00 30,840 32,802 34,714
Vaoriance % 3% -T% 1% -5% 0% 5% -6% 9% 9% 9% -9% -10% -10% -11%
EBIT
Street 1,155 94 1,260 388 1,374 1,355 1,448 5,118 7624 8182 5,885 54 10327 11,334 12,181
Mode! 1,161 1232 1245 388 1405 1460 1500.3 5,952 6,957 8,174 8,932 9,752 10,478 11,258 11,914]
Variance (] -1% = 2% 7% 4% -3% 9% 0% 1% 2 1% -1% -2%
Net Income
Street 569 997 1,063 1,181 1,163 1,134 1,220 5,204 6,380 6,892 7,959 8,757 9,639 10,617 11,700
Model 925 982 592 1127 1142 1184 1217 4,827 5,624 6,588 7,150 7,842 8415 9,039 9,561
Variance -5% -2% - -6% -2% 4% D% -B% -13% -5% -10% -11% -14% -16% -20%
EPS (Diluted)
Street $ 066 5 069 073 5 080 080 5 079 85 3.61 457| 5 488 5 592 5 664 5 746 B39 5 9043
Model $ 062 % 086 067 5 076 077 5 080 0.83 3.32 3915 485 516 & 572 & 624 682 5 734
Variance -T% -4% -0% -5% -4% 1% -3% -B% -15% 7% -14% -15% -1B% -21% -25%
Margins
‘Gross Margin
Street 4310%  44.39% 44383  4534%  4419%  4486% 44.85% 45.15% 45.25%| 46.75%  46.50% 47.20% 4750%  47.B0%
Model 4260%  4375% 4369%  44BB%  4360%  4475% 44 65% 44.48% 45.46%| 46.46%  4BSE%  474B% 4771%  47.86%
Vaoriance -0.50% -0.64% -0.69% -0.48% -0.55% -0.21% -0.19% -0.69% 0.21% -0.29% 0.06% 0.26% 0.21% 0.16%
Operating Margin
Street S46%  10.24% 10.40% 11.62%  10.83% 11.13% 11.43% 11.78% 13.40%| 13.71% 13.57% 1419% 14.41%  14955%  15.18%
Mode! 9.10% 10.25% 10.19% 1236% 11.10% 12.25% 12.15% 11.96% 13.46%| 1496% 15.46% 1596% 16.21% 16.46%  16.46%
Variance -0.36% 0.01% -0.21% 0.74% 0.27% 1.12% 0.77% 0.18% 0.05% 125% 1458% 177% 1.80% 151% 1.28%
Met Margin
Street 7.593% B.55% B78% 9.90% 17% 5.32% 5.63% 10.02% 11.22%| 11.55% 1255% 12.59% 13.45% 14.01% 1458%
Model 7.65% B57% 8.52% 9.53% B52% 5.44% 9.39% 9.20% 10.38% 11.56% 1185% 1233% 1252% 12.72% 12.71%
Variance -0.28% 0.02% -0.26% -0.36% -0.65% 0.12% -0.24% -0.82% -0.84% 0.01% -0.60% -0.66% -0.93% -1.25% -187%




Revenue Assumptions

3Q25
Total Revenue
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Total
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Volume
FPrice
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FPrice
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EMEA
Total

FPrice
Volume
Price
Volume
FPrice
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Greater China
Total

10%
-8.0%

10%
-3.0%

10%
-4.0%

1.0%
-4.0%

FPrice
Volume

FPrice
Volume
Price
Volume

APAC & LATAM

1.0%
-3.0%

1.0%
-4.0%

1026

3026

4Q26

2.0%

-3.0%

10%

1027

2.0%
-3.0%

1.0%

2.0%

2.0%

2.5%

2.0%

327

A%

2.5%

2.0%

4Q27

A%

2.5%

2.0%

10%

-4.0%

1q28

A%

2.5%

2.0%

2028

A%

2.5%

2.0%

3028

A%

2.5%

2.0%

aq2e

5%

FY29E

1.0%

FY30E

2.5%

2.5%

-2.0%

-2.0%

FY31E FY32E

2.5% 2.5%

FY33E

FY34E

2.5% 2.5%

5% 5% 5%
2.5% 2.5% 2.5% 2.5%
2.0% 2.0% 2.0%
2.5% 2.5% 2.5%
3.0% 3.0% 3.0%
2.5% 2.5% 2.5%
3.0% 3.0%% 3.0%

8% 8% 8%
2.5% 2.5% 2.5%
5.0% 5.0% 5.0%
2.5% 2.5% 2.5%
5.0% 5.0% 5.0%

1.0%
-2.0%

Assum 5
Madel Date
Today's Date
Discount Rate 11.0%
Long Term Growth Rate 2.00%
Diluted Shares Qutstanding 1,502
‘Current Share Price 577.50
Cash 510,204
Debt 58,010
Preferred Stock / Other 50

CF

PV of Terminal Value 113,562
PV of FCF 38,857
Enterprise Value 152,418
Less: Debt 9,010
Less: Preferred Shares -
Plus: Cash 10,254
Implied Equity Value 153,703
Dilutes Shares Qut. 1,502
Implied Share Price 510233
Upside: 32.04%

Calendar ended

30-Nov-24

2025

31-May-25

FY25

FY27

1-Mar-29

FY29

FY32

Net Revenue 12756 12,024 12,215 48608 48113 49784 51688 54,541 57,777 61106 64641 68395 72,381
Cost of Revenue 7322 6813 6939 27416 27,145 28077 28645 29736 30364 32032 33723  35E0 37580
Gross Profit 5434 5200 5276 21,192 20967 21,687 23042 24205 26312 29074 30918 32884 34801
Opex 4273 4028 4002 15841 15637 16173 16798 17,485 18483 19554 20,685 21,886 23162
EBIT 1161 1172 1184 4751 5331 5514 6244 7420 8424 9520 10233 10998 11639
Taxes 244 246 249 L 1,119 1,158 1,311 1,558 1,768 1,998 2,148 2,310 2,444
NOPAT 217 226 235 3753 4211 4356 4933 5,862 6655 7521 5084  BE88 9195
(+) D&A 203 131 134 772 765 791 g2 1,093 1156 1222 1293 1368 1448
(-} Capex 12 146 220 698 723 748 775 790 806 822 838 855 872
(-} Change in NWC (681 314 738 (945)  (428)  (381)  (331)  (250)  (250)  (250)  (250)  (250)  (250)
UFCF 1,589 658 112 4772 4681 4740 5311 6415 7255 8171 G738 9451 10020
Discounted UFCF 1548 624 103 2276 389 3538 3591 3908 3981 4040 3914 3792 3622
Discount Period 025 05 075 175 275 375 475 575 675 775 875 .75

DCFPT 102
Upsids 32.04%
Exit Multiple PT 5 %832
Upside 26.57%
DCF Weight 50%
Multiple Weight 50%
Blended PT $ 100.33
Upsids 29.46%

Exit Multiple

FY28 Exit F/E Multiple: 28
FY28 Est. Earnings 5,060
FY28 Consensus Earnings 6,380
Variance -20.68%
FY28 Implied Equity Value 141,692
FY28 Est. Shares Out. 1441
PT $98.32]
Upside 26.87%
B8.56%




