
  
 

 

 

 

Overview  
 Nike is a leading global retailer of clothing and athletic wear, ranging from footwear to equipment. 

Nike possesses an economic moat as well, with intangible assets (the brand name) protecting the business, 

driving market demand and pricing power. This company can create products in several price ranges and 

distribute them worldwide. They also have partnerships with popular sports influencers to help sell their 

products. 

 

 Nike printed results roughly around their expectations. They barely beat revenue by 1.1% and 

barely beat earnings per share (EPS) by only $.01 on a GAAP basis, at $0.77. However, on a non-GAAP 

basis, they beat EPS by 29.7%, at $0.98. This is due to Restructuring charges being included on the GAAP 

basis, due to their $2 billion cost savings plan, that will span over 3 years.  

 

 Moving on to KPI’s (Key Performance Indicators) for Nike for Q3, the revenue of their North 

American division’s footwear segment grew by 4%, apparel decreased by (1%), and equipment grew by 

17%, growing revenue overall by 3%. For the revenue of the Europe, Middle East & Africa division, the 

footwear segment decreased by (3%), the apparel segment decreased by (9%), and the equipment 

segment increased by 30%, decreasing the total revenue of the division by (3%). For the revenue of the 

greater China division, footwear grew by 3%, apparel grew by 8%, and equipment grew by 5%, increasing 

total revenue by 5%. For the Asia Pacific & Latin American division’s revenue, footwear grew by 5%, apparel 

decreased by (4%), and equipment grew by 17%, increasing the total revenue by 3%. For the Converse 

global division, revenue decreased by (-19%), mostly due to declines in North America and Europe. with 

all of these divisions in mind, the total revenue on Nike, Inc. flatlined in the quarter. 

 

 Another important thing to touch on is Nike’s cost savings plan I mentioned earlier, announced in 

Q2, this plan is made to create the ability to drive up investments into innovation, profitability and growth. 

This plan is a pivot from the growth plan that Nike previously had for Nike Direct, which was for Nike Digital 

& Nike Stores to make up 60% of sales by FY25, which they have not reached yet. Management ultimately 

decided on the switch because even though the DTC growth plan did bring more consumers to the 

company, it made operations more complex and inefficient.  

  

  

Going forward Guidance emphasized that they need to make adjustments in four areas; they need 

to sharpen focus on sport, drive a continuous flow of new product innovation, and make bolder and more 

distinctive brand marketing. They have made progress in all said areas, and their product portfolio will go 

through a period of transition over the coming quarters. Guidance is also projecting gross margins to 

increase by 120 basis points for the year, and SG&A to be slightly down as well.  
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IOFS  
Nike is a great IOFS business, with a gross margin of 56.6%, over our 40% threshold, an operating 

margin of 27.4%, over our 20% threshold, an ROE of 26%, over our 20% threshold, and a ROIC of 29.8%, 

over our 15% threshold. Their obligation ratio is also 0.3x, meaning they can pay off all debts within 4 

months, well below our 5-year threshold.  
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Valuation 
PE Ratio approaching over valued from fair valued PS Ratio is undervalued, and PB ratio is fair valued. 

PE Ratio                                                                                             

PS Ratio 
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With Nike having a current EPS of $3.40, a base growth rate of 9% and P/E exit multiples of 22x, 

26x, and 28x, we have a fair value target of $84.45. With a current price of NKE at $95.74, the business is 

overvalued. Because of a dull looking future, bad management decisions, and bad transparency with 

investors, my decision is to SELL. 

 
 

 

 

 
 

 

 


