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Abstract 
 

A firm's value is determined using a variety of ways that allow for a 
better understanding of how the company operates and what the 
company's future development goals are based on future trends that 
allow for forecasting the future. With this report we aim to estimate the 
value of the stocks of Under Armour on the 31st of December 2022. 
The Discounted Cash Flow (DCF) was the method principally 
employed for this evaluation, together with a Multiple Assessment. 
The conclusion of the DCF valuation shows that the market under 
Armour is underrated at $29.69 as a target price, compared with 
$20.56 as at 12/2021. The Under Armour Equity Approval 
Recommendation is hence a BUY Recommendation. 
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UA’s IPO was in 2005 under 
the NYSE:UA ticker 

 
 

 
UA develops and distributes 
performance clothes, 
footwear and accessories in 
their Baltimore, U.S. 
headquarters 

 
 
 
 
 

The success of UA is largely 
attributable to the great 
quality of its products 

 
 
 
 

 
High premium price and client 
loyalty as objective for the 
future 

1. COMPANY OVERVIEW 

Under Armour Inc., with his subsidiaries, develops, markets, and distributes, 

principally in North America, Europe, the Middle East, Asia-Pacific, and Latin 

America, brand performance clothes, footwear and accessories for men, 

women, and young people. The company offers their clothing to be worn in 

hot and cold compression, fit and loose. Sales of its products via wholesale 

channels including domestic and regional chain of sporting products, 

independent and specialty dealerships, department store chains, mono- 

branded retailers of Under Armour, institutional sports services and leagues 

and teams, as well as independent distributors. Under Armour is registered 

under the ticker NYSE:UA. Their stock opened with $13.00 IPO in its Nov 

25, 2005, helping the company rasing $157.6M at the beginning. 

1.1. Company description 

Under Armour is an American sport equipment company that manufactures 

footwear, sport, and casual equipment with a global corporate office in 

Baltimore and several local offices around the world. The company was 

formed on September 25, 1996, by its Chairman and former Chief Executive 

Officer (CEO), Kevin A. Plank, and as September 2021 the company accounts 

436 mono-brand stores located across North America, Asia-Pacific, EMEA 

and Latin America. 

The primary reason for Under Armour's success is its innovative apparel line, 

which is segmented by fabric into HeatGear, ColdGear, and AllSeasonGear. 

These segments are made up of high fabrics such as Threadborne, Athlete 

Recovery Sleepwear, Supervent, Sunblock, and Coolswitch. These 

microfiber clothes aid the body in remaining warm, cool, stable, and dry. With 

this value proposition in mind, the company's target market is athletic 

individuals and players who place a higher premium on functionality and 

product quality than on price. As a result, Under Armour uses a value-based 

pricing strategy for its products, which allows the company to price them 

Exhibit 1: UA’s 2020 geographic distribution of higher than the industry average. The company's primary objective for the 
revenues 

future is to maintain and enhance this value proposition, while also fostering 

client loyalty and maintaining a high premium price. 

The product’s portfolios go from apparel to footwear and accessories which 

are sold globally, distinguishing the global market within in EMEA, North 

America, Asia-Pacific and Latin America (Exhibit 1). Their principal 

channels where they sell their products are Wholesale, D2C (Direct to 

 
Source: 2020 Annual Report 
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Exhibit 2: UA’s 2020 channel distribution of 
revenues 

 

Source: 2020 Annual Report 

 
 
 
 

 
 
 
 

 

UA is embarking a growth 
plan that will likely be 
extended until 2025 

 
 
 
 
 
 
 
 
 
 
 
 
 

Marketing and Advertising as 
a key lever to increase UA’s 
brand awareness worldwide 

 
 
 
 

 
Stephen Curry as global 
brand ambassador of Under 
Armour 

Customer), License Revenue, Connected Fitness (Exhibit 2). For 

Connected Fitness Under Armour means his digital business line, launched 

in 2013 when they firstly acquired MapMyFitness with the mission to create a 

community of people around his brand. However, the Company sold 

MapMyFitness in 2020, which significantly reduce its new revenue stream 

through Digital Services. 

During its growing phase, the corporation relied on expanding in the North 

American through direct sales to clients, opening a substantial number of 

brand stores and factory houses. While other significant markets, such as 

Asia-Pacific and EMEA, were previously deemed marginal in comparison to 

North America, the company sought to expand in those market through 

wholesaler sales. However, after reaching a stable stage in its business in 

2017, and in order to compete with market giants such as Nike and Adidas, 

Under Amour’s management decided to embark on a growth plan in 2018 

that was originally intended to last until 2023, but given the economic crisis 

caused by Covid-19, it is highly likely that it will be extended until 2025 in 

order to recover from the pandemic's negative economic impact. The key 

point of this expansion plan is the expansion through the DTC channels in 

the international market, the lowering of COGS, the improving of both 

Supply Chain and the Cash Conversion Cycle. We firmly believe in the 

feasibility of this expansion plan, as showed by the important improvement 

recorded during the 2018 and 2019, and with the return to normality, partially 

in 2021, in 2022 the company will restart to growth and expand according 

to the plan. 

Moreover, another crucial point for UA’s growth in the future growth will be the 

adverting and marketing. Indeed, Under Armour invest TV advertisements, 

YouTube and online social media campaigns, magazine ads or sponsorships. 

Regarding the sponsorship, the company has made significant progress 

thanks to a 10-year agreement with Major League Baseball to become their 

official on-field uniform provider as of 2020. In line with the marketing 

strategy, it is also important to mention the sponsorship with Stephen Curry 

in 2013, which allowed UA to increase its visibility in the basketball world. 

As a result of this sponsorship, UA launched Curry's Brand in 2020, as a 

stand-alone brand extension for a 7-year contract, aimed to increase indirectly 

Under Armour brand’s recognition and embrace the next generations of 

customers worldwide. 
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1.2. Stock Classes and Structure 
 

 
 
 
 
 
 
 
 
 

UA is the 1672nd company by 
mkt capitalization 

 
Under Armour’s current market 
capitalization equals to USD 
10,281bn 

Exhibit 3: UA’s actual Market Capitalization 

Source: MacroTrends 

 
 
 

 
Exhibit 4: Market capitalization for 
Sportwear vs others 

 
 

Source: McKinsey Global 
Fashion Index (MGFI) 

 
 
 

UA will not pay dividends until 
2023 to foster global expansion 

Under Armour is registered under the ticker NYSE:UA. Their stock opened 

with $13.00 in its Nov 25, 2005, IPO helping the company rasing $157.6M at 

the beginning. The sportswear company has two classes of common 

stock: Class A, UAA, and Class C, UA, both integrated in S&P 500. As of 

January 31,2021, there were 1,765 holders of Class A common Stock, 5 

holders of Class B Convertible Common Stock and 1,170 holders of Class C 

Common Stock. It represents the 1672nd most valuable company by 

market capitalization. 

Under Armour’s market capitalization as of December 2021 amounts to USD 

10,281bn compared to USD 9,2bn in December 2020 (Exhibit 3). 

These data reflect the increase in the market confidence toward Under 

Armour, due to an optimistic outlook for the easing of COVID-19 restrictions 

and a near-normalcy return, which would enable the company to continue its 

2018 growth path. Additionally, in support of Under Armour's market 

capitalization increase, it is essential to consider the sportswear sector's 

resilience to the pandemic in comparison to the rest of the apparel industry, 

as the pandemic has facilitated the development of new trends such as 

digital fitness and e-commerce sales, which have partially offset the 

negative effects of the restrictions. As a matter of fact, sportwear firm’s market 

capitalization has increased in a greater way than the other apparel ones from 

March 2020 onward. Sports companies have been more resilient to the 

pandemic than the rest of the apparel industry (Exhibit 4). 

 
 
 
 
 
 

Considering the uncertainty of the market in 2020, no cash dividends were 

paid during fiscal year 2020 and 2019. Those, have been retained to use 

them to maintain the business health and invest in the company’s growth. 

Furthermore, Under Armour does not intend to further pay other 

dividend in the 2021 contrarily to its competitors. Nike pays quarterly 

dividends while Adidas does on annual basis. As a result of our valuation 

model, we firmly believe that the company will not pay dividend until 2023, in 

order to foster its global expansion. Moreover, considering our valuation 

model, the fact the company will have a ROIC higher than WACC strengths 

our reinforces our dividend retention forecast, showing how the company's 

expansion plan creates value. 



UNDER ARMOUR COMPANY REPORT 

 

However, comparing Under Armour’s stocks performance to SP&500 over 

the last 5 year, it is clear how SP&500 Index overperformed UA’s stocks 

especially during the rise of pandemic. 

Under Armour shareholders structure is the following (Bloomberg Source): 

Blackrock Inc. (6,03%), State Street Corp (4,15%), the Vanguard Group 

(11%), Kevin Plank (15%), Arrowstreet Capital LP (3,23%) are the main 

holders of the company. 

 

 
 

 
UA’s manufacturing processes 
are mainly managed into 
developing countries 

 
 
 

 
1st: High numbers of SKU’s as a 
reductive efficiency of Supply 
Chain 

Exhibit 5: Revenues/SKUs 
relationship 

 
Source: UA’s analysis 

 

2nd: Lack of strategic suppliers 
lowering margins and delaying 
deliveries. 

 
 
 
 

2018 as a turning point to more 
strategic suppliers and stores. 

 
 
 
 
 
 
 

Low prices, faster delivery, and 
high level of quality from new 
suppliers. 

1.3. VALUE CHAIN 

As most players in the sports apparel & footwear industry, Under Armour’s 

outsources a significant portion of its value chain operations to third parties 

in developing countries saving operating costs. However, until 2017, the 

company had not been managing its Supply Chain and the partnership with 

its suppliers efficiently. 

Until the 2017, the company had two important problems that negatively 

affected the marginality. The first problem was related to the high number 

of inventories keeping units (SKU’s), which amounted to 690,00 SKU’s 

(Exhibit 5). The high SKUs harmed the marginality since the inventory level 

was growing, as shown by our analysis, reaching an average holding period 

of 139, 130 and 155 days in 2015, 2016, 2017. This inefficient inventory 

management forced the company to sell off their inventories to wholesaler, 

harming the marginality, which in triennium 2015-2017 reached a value of 

46,5%, a way lower than most main competitors such as Lululemon and 

Adidas, who respectively recorded a marginality of 50% and 52% in the 

biennium 2016-2017. 

The second problem that harmed significantly the marginality was the lack 

of strategic suppliers who did not offer a low price per unit, and constantly 

delayed in the delivery of items. Those factors forced Under Armour to 

have a high average holding period, and constantly recur to airfreight to off-

set the delay, soaring the cost of shipping. 

The 2018 marks a turning point in the company's history, as it began to 

streamline the supply chain process by reducing the number of SKUs and 

the average holding period, shifting to specialized strategic suppliers, and 

expanding the number of brand stores and factories. The company's long- 

term future goals are steadily increasing marginality, improved inventory 

management, and increased net working capital through this plan. 

When it comes to suppliers, Under Armour has shifted its focus to strategic 

partners in Thailand, China, Jordan, and Taiwan that can provide supply at 
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Exhibit 6: UA’s Suppliers worldwide 

Source: Bloomberg 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Exhibit 7: Number of stores in 2019 

 

 
 

 
 
 
 
 
 
 
 
 

 
 
Source: 2019 UA’s Annual Report 

 

lower prices and faster delivery times while maintaining a high level of 

quality (Exhibit 6). Indeed, the company recorded a shorter average holding 

period and a higher marginality in 2018 and 2019, which are partially 

attributable to these supplier changes. However, production was delayed in 

2020 due to the restrictions, but with the end of the pandemic, we foresee 

further reductions in the average holding period in the coming years, as 

demonstrated by the first three quarters of 2021, when the average holding 

period was 113 days. We believe it is excessively optimistic for the company 

to maintain this value as it expands globally, and thus believe the company 

will continue to maintain an average holding period of 119 days in future 

years, consistent with the data for 2018, 2019, and the first three quarters of 

2021. This will improve the cash conversion cycle and enable for a better 

generation of free cash flow in the future. Additionally, because of lower 

shipping costs, this supply chain change resulted in a partial improvement in 

the company's margins. This is demonstrated by data from 2018 and 2019 

and the first three quarters of 2021, which show that the average cost of 

COGS as a percentage of revenue decreased to 53.3 percent over the three- 

year period 2018-2020 and to 49.8 percent in the first three quarters of 

2021. We are confident that the company will continue to operate at a lower 

cost of goods sold to revenue ratio than 2018-2020 period in the future, due 

mainly to a variety of factors, including changes in the supply chain. 

Another critical factor in optimizing the supply chain of a business on the 

customer side is the growth of sales through brand stores and factory 

houses. Indeed, as previously stated, the company reached a stable phase 

of its business in 2017, with a considerable proportion of sales in the North 

American market coming from the direct-to-consumer channel. However, 

when considering the international market, the company generated a 

significant portion of revenue from wholesaler sales but a marginal portion 

from direct-to-consumer sales. As a result, the company has been on a global 

expansion path since 2018 with the goal of opening brand stores and 

factory houses outside of North America to maintain its premium value 

proposition, improve inventory management, and increase margins. As 

evidence of this expansion strategy, it's worth noting that, for the first time in 

the company's history, the number of international brand stores and factory 

houses exceeded the number in the North American market in 2019 (Exhibit 

7). Despite the 2020 restrictions, the growth rate of brand stores and factory 

houses continues to be high, especially given that the majority of new 

openings are planned well in advance and that, despite the COVID, planned 

openings could not be halted. However, the company reported a decrease 

in the opening of new brand stores and factory houses in the first three 

 
 

52% 48% 
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Exhibit 8: North America vs 
International stores in 2020 and 2021 

 
     

 

 

quarters of 2021, confirming the negative effects of COVID-19 (Exhibit 8). 

We believe that a decline in direct store growth in 2021 was inevitable, given 

 
 

 
 

 
 
 

 

 
the company's reluctance to open new locations due to current, yet 

somewhat minor, restrictions on the sales volume of stores in pandemic- 

affected areas. From 2022, we are confident that the company will continue 

the process of global store expansion in accordance with the strategy

 
 

 

Source: 2020 UA’s Annual Report 
and 2021’s Quarterly Report 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
Recovery likely to have peaked 

Exhibit 9: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: PassPort Euromonitor 

announced in 2018. Indeed, the growing presence of direct stores will enable 

the company to manage inventory more effectively, avoiding sales below cost 

and preserving the premium brand proposition even on non-year collections. 

Additionally, the brand stores and factory houses enable and will enable the 

company to maintain high margins, as the products will not be subject to 

aggressive discounting and will enable the brand to achieve greater global 

visibility. Remaining on the topic of COVID-19, it can be said that the 

company benefited partially from the various closures, as sales via e- 

commerce increased by 31.9 percent in 2020 compared to 2019 and by 

1.29 percent in the first three quarters of 2021, accelerating the future 

process of transition to e-commerce. This continues to be a positive factor 

because it enables the company to maintain a high margin due to the 

absence of intermediaries in the sales process. 

 
 
 

 

2. INDUSTRY OVERVIEW 

2.1. Macroeconomic Analysis 

In 2020 the COVID-19 pandemic broke out and the number of reported cases 

grew significantly. Despite the alternation of periods of closures and 

reopening, the global economy has experienced a strong downturn bringing 

the GDP growth rate to -3,25%. However, in 2021, there is an optimistic 

outlook on economic growth especially in developed countries. (Exhibit 9) 

 
 

In fact, in these countries, vaccination rate is expected to reach 70% by 

Q4 2021. In addition to vaccination, fiscal support in these countries for 2021- 

2022 is expected to remain in line with that of 2020, supporting rapid 

economic recovery. However, economic recovery may be slowed by 

developing countries. Indeed, in developing economies, slow vaccination 

rates are occurring, not in line with advanced economies, which could give 

rise to new vaccination-resistant variants, and cuts in fiscal support spending. 

Those dynamics, whose probability is 64-74%, will lead to a GDP growth 

rate of 5,8% and a real GDP growth of 4,7% in 2022. This strong recovery 



UNDER ARMOUR COMPANY REPORT 

 

 
Exhibit 10: The recovery may differ in 
3 different scenarios 

Source: PassPort Euromonitor 

 
 
 
 
 
 

1st scenario: High 
vaccination rate of 70% in 
Q3-Q4 linked with strong 
fiscal initiative 

 
 
 
 
 
 
 
 

2nd scenario: High 
vaccination rate of 70% in 
2022 linked with limitated 
fiscal support 

 
 
 
 
 
 
 

 
3rd scenario: High 
vaccination rate of 70% in 
2023 linked with limitated 
fiscal support 

will not off-set downturn and decrease in GDP in 2020, leading to a global 

real GDP in 2022 which is still below 2% of the real GDP pre-pandemic 

forecast in 2022. 

Therefore, in the global economic recovery as shown by Euromonitor three 

other possible scenarios may occur (Exhibit 10), the evolution of which 

depends primarily on the emergence of new variants. Famous is the case of 

the delta variant, which has increased the degree of immunization required 

from 70% to 85%, slowing down the global recovery due to a slight tightening 

of rules on security measures. However, the effects of the delta variant are 

moderate in advanced economies, while slowing recovery more significantly 

in developing economies. 

 
 
 

 
In the optimistic scenario, we assume a vaccination rate in advanced 

economies of 70% in Q3-Q4, in addition to strong fiscal incentives and a 

freeze on most social distancing measures. While, for developing economies, 

we assume a high vaccination rate reaching roughly 50% by 2022, in addition 

to an increase in exports driven by the recovery in advanced economies. All 

this would imply a GDP of 6.2%-6.8% in 2021, and 6%-7% in 2022, leading 

to a return of the economy to pre-pandemic levels in 2022. However, this 

scenario has a probability of 2-6%. 

In the pessimistic scenario which has a probability of 18%-22%, of the 

advanced economies tracks a vaccination rate of 70% in 2022, as well as 

a limited fiscal support and a reintroduction of social distancing restrictions 

until 2022. On the other hand, developing economics have a vaccination 

rate low until 2023-2024, with a low level of exportation due to a low demand 

from advanced economies. The scenario would imply a GDP growth rate of 

3,5%-5% in 2021, and 0-2% in 2022, with economic recovery postponed into 

2023. 

 
In the worst scenario, whose probability is 2-6%, new variants resistant to 

vaccine comes out, the 70% of vaccination rate in advance economies 

is achieved in 2023, as well as longer delays in vaccination in developing 

countries. Moreover, the new variants trigger tight social restriction in both 

advanced and developing economies until 2023 making unrealizable fiscal 

relief until the 2023. This scenario significantly drops employment, 

consumption, and wages, leading to a GDP growth of 3-4% in 2021, and 

contraction of 1.3-2,7% in 2022. 
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Exhibit 11: Global quotes of Market share in 
2021 

 

 
Source: Industrial Overview Analysis 

 

 

Drivers of success are mostly the 
quality, design, and value of a 
product both associate with an 
efficient distribution network and 
marketing strategies 

Considering the industry in which Under Armour operates, a rapid economic 

recovery will lower the level of unemployment, allowing the company to 

continue its process of growth although the setback. 

2.2. Industry Analysis 

Under Armour operates in the sportswear industry which encompasses the 

manufacturing and retailing of athletic apparel, footwear, accessories, and 

equipment. The industry is fragmented and intensely competitive with 

multiple regional and multi-national players. It is dominated by players, like 

Nike Inc, Adidas AG, Puma SE, Lulemon, to name a few. Nike and Adidas 

compete for the highest market share and have been in fierce competition 

over the past decades to reach the highest market share, and currently they 

hold respectively 13% and 6,7% of global sportwear’s revenues (Exhibit 

11). 

The quality, design and value of a product, efficiency of distribution networks 

along with the marketing expenses are driving competitiveness in the 

industry. With the effects of the pandemic and the changes made, we can 

say the macro trends that will redefine the future of global sportswear are 

athleisure, sustainability, technology, digitalization, healthy lifestyles, 

e-commerce, and channel mix. 

The increased time spent at home during COVID-19 has triggered 

opportunities in the athleisure market. This trend has led to the entry of 

premium fashion brands into the market that enjoy shorter collection and 

product development cycles while staying in line with consumer trends. On 

the other hand, sportswear manufacturers have the advantage of being well 

positioned to develop innovative materials and designs to strike the right 

balance between usability and comfort. 

People are becoming more aware of the importance of physical activity for 

health. Even though the closure of sports centers the pandemic has 

increased this awarness, moving people to use fitness apps, individual and 

outdoor sports. 

Analyzing the trend of e-commerce, store closures due to COVID-19 

restrictions have spurred exponential growth in direct-to-customer sales, 

which is driven in turn by exponential growth in ecommerce. For the future, 

manufacturing companies are anticipating the need for a change in their 

business model toward e-commerce. Broadly speaking, the ecommerce 
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Ecommerce sales grew at a 16% 
level during pandemic 

 
 
 
 
 
 
 
 
 
 

Exhibit 12: Stores can improve the 
customer experience and work better 

 

Source: McKinsey Sportwear Report 

 
 
 
 
 

 
 
 
 
 
 

Exhibit 13: Sales Forecast of sportwear in 
the world from 2021 to 2032 

 

Source: Passport Euromonitor’s 
Data 

trend was a steadily growing trend even before the pandemic, with average 

annual growth of 2%, but the pandemic resulted in a 16% growth, leading 

online penetration to stabilize at 25% of total sales in 2021, up from 12.5% in 

2019. E-commerce combined with the looming younger generation will lead 

to a migration from shopping in physical channels of 10-15% in the coming 

years. This trend is moving companies to adopt a new DTC model that 

combines digital and physical channels while still making investments in 

physical stores profitable and moving away from the past focus on 

wholesalers as the main sales channel. 

The final trend analyzed is the channel mix whose combination from the 

digital and physical worlds will be crucial. To tackle the decline in sales 

through physical channels, sportswear companies need to reinvent the 

physical store giving a new role to the store that is far from the concept of a 

store aimed only at selling products. The new concept store should offer a 

new experience in the customer journey (Exhibit 12). Therefore, companies 

in the industry aim to give the physical store new purposes, such as the 

possibility to customize products, test and simulate the performance of 

products in sporting activities by equipping stores with courts and try-out 

areas. 

 

 
Following Passport analysis, the worldwide sportwear market is expected 

to grow at a 7,4% yearly level from 2021 to 2025 as the increase in demand 

for smart sportwear even for the workday routine (Exhibit 13). Given the 

company's focus on the product, Under Armour's business model is highly 

aligned with growing market demand. In addition, the brand is focusing on 

expanding and competing big players in the industry with its strategy to 

produce advanced performant sport’s products and enter new markets to 

reach more customers enhancing their brand awareness. For this reason, 

UA, currently holding 1,8% of global market share, is expected to grow at 

a higher level than the market from 2021 to 2025 reaching total 2,1% of 

market share by the end of 2025. Additionally, this growth will be highly 

dependent on Under Armour's ability to perform in the DTC channel, where 

it expects the majority of the company's growth to be concentrated. Following 

that, also focusing on the right markets can lead to profitable growth 

opportunities for sportwear’s brands. 

North America and Europe are by far the largest market. Furthermore, the 

Chinese and Indian market are profoundly growing respectively at a 11,3% 

and 13,5% yearly rate and show great opportunities for sport producers to 

exploit on. From a global perspective the sportswear industry contracted 
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by 18,4% in 2020 to around $266 billion compared with $315 billion in 2019. 

The shrinking has been equal across the continents, except for China, which 

recovered faster than other countries from the effects of the pandemic. 

 

 
Exhibit 14: Sportwear sales in America 
from 2021 to 2025 

Looking at the American market retail sales of athletic apparel declined 22% 

in 2020 to $116.5 billion and are expected to experience a CAGR of 6,53% 

over the forecast period, approaching $173.2 billion in 2025 (Exhibit 14). The 

value of sportswear sales is estimated to return to pre-COVID-19 levels by 

early 2023. Sportswear is expected to recover faster than other categories, 

as demand will be primarily driven by the athleisure and casual wear trend, 

as well as the growing interest in health and wellness among consumers. 

One of the reasons that makes United States and so the American market so 

huge in terms of revenues is the large number of school students involved 

in sports that will led to fostering the demand for high performance products. 

Source: Passport Euromonitor’s 
Data 

 

 

 
Exhibit 15: European market will 
move from $66,9 billions to $109 
billions from 2021 to 2032 

 
Source: Passport Euromonitor’s Data 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Passport Euromonitor’s 
Data 

European market is predicted to rise significantly as a result of increasing 

spending to combat inactivity among the aged, which has resulted in an 

increase in participation in physical activities among the elderly. 

Furthermore, the growing availability of sports instruction and training in 

academies has considerably improved public awareness of sport and fitness. 

Improvements in lifestyle, an increase in the youth population, and an 

increase in per-capital income in European countries are expected to give 

profitable chances for the expansion of the Europe sports equipment and 

clothing industry. For all of these reason European market is expected to 

reach a CAGR of 6,6% until 2025 reaching $84 billions (Exhibit 15). 

 

 
On the other hand, Asia Pacific and so on the Chinese market retail is 

anticipated to witness a crucial sportwear market share. After a retail 

sportswear’s sales declined in the market by 2% in 2020 which reached $42 

billion, the Asia Pacific area is expected to register a CAGR of 9,81% over 

the next five years, touching $138 billion in 2025 (Exhibit 16). Various 

initiatives, various government initiatives including Health China 2030, are 

encoring the population to do more sports and physical activity, which has 

proven to be beneficial for sportswear. 

Those initiatives have proved to be beneficial for the sportwear market also 

in India where the government in 2020 has allotted $401,6 million in its 

sport budget. As a matter of fact, the Indian market, according to growth 

data, is expected to be one of the fastest growing in terms of CAGR within 

the Asian 

Exhibit 16: Asia Pacific as a 
crucial. Market for future growth. 
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market. After a huge sales decline of 31,7% in 2020, India will witness of a 

CAGR of 13,5% from 2020 to 2025. 

 
 

2.3. Competitive Landscape 
 

 

Nike and Adidas hold 
respectively 13% and 6,7% 
of market share 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

REVENUES: $35.5 bln (2020) 
EBITDA: 8.37B 
PROFIT MARGIN: 13.17% 
MARKET CAP: 232.811 bln 
STOCK PRICE: 147.06 
EMPLOYEES: 73300 

Source: Yahoo finance 

Sportswear is a highly fragmented market, where different brands compete 

to strengthen their market shares. On the other hand, however, among these, 

the presence of established brands such as Nike and Adidas stand out and 

they prove to be market leaders. 

Applying Porter’s Five Force Framework to the sector, we saw that, first of all, 

the sportswear industry has high barriers to entry due to large scale 

production, high cost on research and development and extremely large 

capital investment on innovation. Moving to bargaining power of customers 

the persistent growth of e-commerce is lowering the power of wholesalers, 

giving the opportunity to the manufacturing company to sell their items directly 

to customers. 

The bargaining power of suppliers is moderately low as there is an 

abundant number of suppliers in the industry that along with the high 

availability of raw materials allow big manufactures to exploit their bargaining 

power. However, with the higher requirements of customers, manufacturers 

are developing strategic partnership with suppliers to improve their value 

proposition. Regarding the threats of substitutes, until the past few years 

there were little alternatives to switch between the sportwear and casual wear. 

However, with the trend of athleisure, there are more alternatives as fashion 

brands include in their offer sportswear items. 

 
Finally, the competitive rivalry within the industry is relatively high 

considering the trend of athleisure that has driven premium brand to enter in 

the market and players as Nike, Adidas and Lululemon. 

 

 
Nike is the world’s largest seller of sports and sports footwear. Its company 

business activities consist mainly of high-quality soccer, clothing, equipment 

and accessory products, design, development and international marketing. 

In 2020 it reached $35.5 billions of sales making it the most valuable brand 

in sport. Nike markets its products under its own brand and directly buys with 

other labels (AirJordan, Nike CR7, Converse). With the famous trade names 

of “Just do It” and the Swoosh emblem, Nike supports numerous well-known 

athletes and sports teams worldwide. One of the main strength of Nike is the 

low cost of manufacturing thank also to their bargain power they have 
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toward their suppliers. Furthermore, manufacture their products in countries 

like Vietnam, China and Indonesia help them to boost their margin. Nike puts 

strong effort on the research and development defined as one of their key 

factors for their success. The company is also investing in digital market to 

improve its customers experience focusing on its website and Nike+ Apps, 

as well as in the Chinese market. 

 

 
 

 
 

REVENUES: $19,844 bln (2020) 
EBITDA: 2.75B 
PROFIT MARGIN: 7,35% 
MARKET CAP: 61.879 bln 
STOCK PRICE: 158.61 
EMPLOYEES: 39.596 

 
Source: Yahoo finance 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
REVENUES: $3,979 bln (2020) 
EBITDA: 1,35B 
PROFIT MARGIN: 14,97% 
MARKET CAP: 54.19 bln 
STOCK PRICE: 401.37 
EMPLOYEES: 25.000 

 
Source: Yahoo finance 

Adidas was established in Germany in the early 1920s. The second-largest 

manufacturer of footwear, clothing, gear, and sales equipment is Adidas. 

Adidas’s performance was too weighted by the Corona virus making its 

income 14% lower on in 2020, with $19.84 billions of sales. Their strong 

brand recognition as well with their large marketing budget have allowed 

the firm to have sponsorship deals with sports teams and athletes. In fact, 

the logo is strongly linked with entity like UEFA and FIFA for the football and 

apparel used in the tournaments. Adidas has also sponsored athletes and 

teams from football (Germany national team, Messi, Real Madrid), boxing, 

basketball (James Harden, Donovan Mithcell), rugby and many Olympic 

teams. This compared with the sponsorship strategy used by Under Armour 

can be seen as a point of difference. In fact, Under Armour main sponsorship 

are focused into the basketball sport industry. The company intends to bet 

on the digital trend, having inclusively reduced the number of physical 

stores in the last years, and it also intends to expand its international business 

in North America. 

 

 
Instead, taking Under Armour and Lululemon as examples in the analysis, 

we can see that the two companies, although growing, are still far from 

competing with the two powerhouses. 

 

 
Lululemon Athletica is an international retailer of sports clothing based in 

Delaware with headquarters in Vancouver. It was formed in 1998 as a yoga 

wear business and expanded to include the sales of athletic wear, clothing, 

and accessories. It has 491 shops and sells online worldwide. Even with the 

growth of the Covid 19 epidemic, their income reached $4,4 billions in 2020. 

They are well known for their product’s quality which made them ideal for 

yoga and other athletic activity in terms of texture. The brand is enhancing its 

presence in the sportwear market thanks to the increasing of importance the 

yoga is having. Lululemon Athletica features several items that address the 

special demands of yoga practitioners such as yoga mat, comfy and loose 
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leggings and shirts and tops that are free to move around. The brand 

differentiate itself from firms like Adidas and Nike also in the promotion. 

Lululemon Athletica choose to target fitness trainers or yoga gurus to 

influence their target segment. Furthermore, their great attention to the 

customer engagement makes them one of the most customer centric 

sportwear apparel firms. 

 
 
 
 
 
 

Nike and Adidas are reducing the 
number of stores focusing on 
digitalization, while UA and 
Lululemon stores are growing 

 
 
 
 
 
 
 
 

At the end of Forecast Period 1, UA 
will have reached 2,1% of total 
market share 

 
 
 
 
 
 

 
The biggest risk factors for 
UA are arising by Covid-19 

 
 
 
 
 
 
 
 
 
 

 
Distributors and Logistic 
have been highly affected 
financially 

In a market where the main trend is digitalization, and focusing on growth 

through e-commerce presence, Nike and Adidas are a step ahead of Under 

Armour and Lululemon. In fact, from the breakdown of company sales, 

although in all the companies analyzed the incidence of Direct to Customers 

sales on total sales has increased, Nike and Adidas are decreasing the 

number of owned stores over the years. This is reflected in an increase in 

revenues in the channel due to the massive increase in online sales through 

e-commerce. This is due to the strong brand recognition that Nike and 

Adidas possess. On the other hand, the strategy used by Under Armour and 

Lululemon is to increase the number of owned stores over time (as can be 

seen in the analysis) to increase their brand recognition and to then push 

incrementally on e-commerce. Despite the two different strategies, 

through market forecasts, we can state that Under Armour and Lululemon, at 

the end of 2025, will be able to increase their market shares reaching 

respectively 2.1% and 2.3% of quotes at the expense of Nike and Adidas, 

which however will continue to be market leaders with respectively 12.6% 

and 5.7% market share. 

 

 
2.4. Key Risk 

The Covid-19 epidemic and the huge uncertainty that comes with it are 

currently the main risk risks for Under Armour. As the future spread of the 

virus, as well as government limits and stimulation, will have a significant 

impact on global economic development in the coming years. Furthermore, 

Under Armour's presence in multiple nations may be a high-risk element, as 

different pandemic situations may exist in the various regions covered. In the 

sport apparel sector, the Covid-19 epidemic will cause huge disruptions and 

have a considerable influence on operations, financial problems, and results. 

The pandemic has resulted in the temporary closure of UA’s retail stores and 

stores where their products were sold resulting in a reduction of consumer 

traffic and consumer expenditure. The related industries, such as distributors 

and logistics, manufacture, and textile providers, have been and may continue 

to be adversely affected. Furthermore, one of the key factors for success of 

Under Armour were sport’s event which allow them to promote the brand 



UNDER ARMOUR COMPANY REPORT 

 

through partnership. With the pandemic, League, events, and professional 

activities, college and amateur have been postponed or cancellated. 

(Exhibit 17). Sports events around the world have been delayed or cancelled, 

and marketing initiatives have failed to get out of the box. 

 
Exhibit 17: Events status due to Covid-19 

 
 
 
 
 
 
 
 

 
Bankruptcy, insolvency for 
most of the suppliers, this may 
affect the capacity of UA to 
receive receivables 

In addition, while the Fiscal year 2020 measures have been taken to maintain 

and preserve and enhance the company availability of liquidity, the impacts of 

UA’s cash generated by transaction and future cash flows will be affected as 

the pandemic develops. In 2020 sales through the wholesale channel 

represent 53% of UA’s net sales. In doing this, when dealing with financially 

distressed consumers or customers with uncertainties, Under Armour faced a 

higher risk of order reduction, cancelation, extended payment terms and 

shipping delays. Customers may be more careful about orders or slow 

investment during poor business conditions. 

Considering the events of financial difficulties, bankruptcy, insolvency for 

most of suppliers, this may affect the capacity of UA to receive receivables. 

If done in a continuative way this can also negatively affect business’s plans. 

To reach an effective strategic growth plan, like in the international sales, 

fundamental is how the company continue to successfully extend their e- 

commerce, mobile applications and digital expertise worldwide following the 

trends. However, if they continue to experience significant market disruption 

because of Covid-19, it will become difficult to enhance the ability to invest in 

such growth initiative (especially if the North America market which account 

for 66% of revenues in 2020 is not growing). 
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FINANCIAL STATEMENT 

 

Consolidated Income Statement  
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Consolidated Balance Sheet  
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Consolidated Statement Cash Flows 
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UNDER ARMOUR INC. COMPANY REPORT 

SPORTS APPAREL 17 DECEMBER 2021 

STUDENT: FABIO DI GIOVANNI 44387@novasbe.pt 
 

 

“Triggered opportunities in the athleisure” 

“ Under Armour aiming for a relevant role” 
 
 

 
           Our recommendation is to BUY Under Armour UA 

considering a target price of $29,69 as of 31.12.2022 reflected in 

a upside potential of 44,4% to the current share price of $20,56. 

Any expectation of dividends would not lead to a change in 

recommendation, as invested in the business will brings higher 

returns than the market. 

           Digitalization, athleisure, and innovation of product 

seeking for high quality combined with a CAGR of 7,4% in the 

global market are aligned with UA’s business model to set a solid 

foundation for further sustainable growth. 

           UA considering the past strategies and future goals will be 

able to re-accelerate growth. To accomplish it, the strategies 

adopted are DTC growth, Customer-centric experience, 

International expansion and efficient managing of Supply Chain. 

           High Liquidity and strong Free Cash Flows will 

guarantee sufficient funding for innovation and internationalization. 

           To evaluate the company, the DCF model was used, 

estimating revenues for each segment with a WACC of 5,53% and 

a perpetuity growth rate of 1,37%. The forecast period ends in 

2032 when UA will be mature to stabilize revenues. 

Company description 

Under Armour Inc, is an American sports equipment company 
that manufactures footwear, sport and casual apparel. Formed on 
September 25,1996 and with corporate office in Baltimore, 
Maryland by its current Chairman and former CEO, Kevin A.Plank. 
The firm is based in North America, EMEA, Asia-Pacific and Latin 
America countries. 
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Recommendation: 
 

BUY 

Vs Previous Recommendation  HOLD 

Price Target FY21: 29.69 € 

Vs Previous Price Target  0.00 € 

Price (as of 17-Dec-21) 20.56 € 

Reuters: xxx, Bloomberg: xxx 

 52-week range (€)  14.52-23.00 

 Market Cap (€m)   10.281 

 Outstanding Shares (m)   188.650 

     

 Source: Bloomberg    

 

 

 Source: Bloomberg    

  

(Values in € millions) 
 

2019 
 

2020E 
 

2021F 

 Revenues 5,267 4,474 5,533 

 EBITDA 420 149 432 

 Net Profit 236 -11,8 247 

 Capex 142 20 297 

Source: Annual Report 2020, Analysis Estimation  
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MERE ACADEMIC CAPACITY, WHO REVIEWED THE VALUATION METHODOLOGY AND THE FINANCIAL MODEL. 
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UA’s IPO was in 2005 under 
the NYSE:UA ticker 

 
 

 
UA develops and distributes 
performance clothes, 
footwear and accessories in 
their Baltimore, U.S. 
headquarters 

 
 
 
 
 

The success of UA is largely 
attributable to the great 
quality of its products 

 
 
 
 

 
High premium price and client 
loyalty as objective for the 
future 

1. COMPANY OVERVIEW 

Under Armour Inc., with his subsidiaries, develops, markets, and distributes, 

principally in North America, Europe, the Middle East, Asia-Pacific, and Latin 

America, brand performance clothes, footwear and accessories for men, 

women, and young people. The company offers their clothing to be worn in 

hot and cold compression, fit and loose. Sales of its products via wholesale 

channels including domestic and regional chain of sporting products, 

independent and specialty dealerships, department store chains, mono- 

branded retailers of Under Armour, institutional sports services and leagues 

and teams, as well as independent distributors. Under Armour is registered 

under the ticker NYSE:UA. Their stock opened with $13.00 IPO in its Nov 

25, 2005, helping the company rasing $157.6M at the beginning. 

1.1. Company description 

Under Armour is an American sport equipment company that manufactures 

footwear, sport, and casual equipment with a global corporate office in 

Baltimore and several local offices around the world. The company was 

formed on September 25, 1996, by its Chairman and former Chief Executive 

Officer (CEO), Kevin A. Plank, and as September 2021 the company accounts 

436 mono-brand stores located across North America, Asia-Pacific, EMEA 

and Latin America. 

The primary reason for Under Armour's success is its innovative apparel line, 

which is segmented by fabric into HeatGear, ColdGear, and AllSeasonGear. 

These segments are made up of high fabrics such as Threadborne, Athlete 

Recovery Sleepwear, Supervent, Sunblock, and Coolswitch. These 

microfiber clothes aid the body in remaining warm, cool, stable, and dry. With 

this value proposition in mind, the company's target market is athletic 

individuals and players who place a higher premium on functionality and 

product quality than on price. As a result, Under Armour uses a value-based 

pricing strategy for its products, which allows the company to price them 

Exhibit 1: UA’s 2020 geographic distribution of higher than the industry average. The company's primary objective for the 
revenues 

future is to maintain and enhance this value proposition, while also fostering 

client loyalty and maintaining a high premium price. 

The product’s portfolios go from apparel to footwear and accessories which 

are sold globally, distinguishing the global market within in EMEA, North 

America, Asia-Pacific and Latin America (Exhibit 1). Their principal 

channels where they sell their products are Wholesale, D2C (Direct to 

 
Source: 2020 Annual Report 
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Exhibit 2: UA’s 2020 channel distribution of 
revenues 

  
 
 

Wholesale Direct to Customer License revenues Connected Fitness 
 

Source: 2020 Annual Report 

 
 
 
 
 
 
 
 

 

UA is embarking a growth 
plan that will likely be 
extended until 2025 

 
 
 
 
 
 
 
 
 
 
 
 
 

Marketing and Advertising as 
a key lever to increase UA’s 
brand awareness worldwide 

 
 
 
 

 
Stephen Curry as global 
brand ambassador of Under 
Armour 

Customer), License Revenue, Connected Fitness (Exhibit 2). For 

Connected Fitness Under Armour means his digital business line, launched 

in 2013 when they firstly acquired MapMyFitness with the mission to create a 

community of people around his brand. However, the Company sold 

MapMyFitness in 2020, which significantly reduce its new revenue stream 

through Digital Services. 

During its growing phase, the corporation relied on expanding in the North 

American through direct sales to clients, opening a substantial number of 

brand stores and factory houses. While other significant markets, such as 

Asia-Pacific and EMEA, were previously deemed marginal in comparison to 

North America, the company sought to expand in those market through 

wholesaler sales. However, after reaching a stable stage in its business in 

2017, and in order to compete with market giants such as Nike and Adidas, 

Under Amour’s management decided to embark on a growth plan in 2018 

that was originally intended to last until 2023, but given the economic crisis 

caused by Covid-19, it is highly likely that it will be extended until 2025 in 

order to recover from the pandemic's negative economic impact. The key 

point of this expansion plan is the expansion through the DTC channels in 

the international market, the lowering of COGS, the improving of both 

Supply Chain and the Cash Conversion Cycle. We firmly believe in the 

feasibility of this expansion plan, as showed by the important improvement 

recorded during the 2018 and 2019, and with the return to normality, partially 

in 2021, in 2022 the company will restart to growth and expand according 

to the plan. 

Moreover, another crucial point for UA’s growth in the future growth will be the 

adverting and marketing. Indeed, Under Armour invest TV advertisements, 

YouTube and online social media campaigns, magazine ads or sponsorships. 

Regarding the sponsorship, the company has made significant progress 

thanks to a 10-year agreement with Major League Baseball to become their 

official on-field uniform provider as of 2020. In line with the marketing 

strategy, it is also important to mention the sponsorship with Stephen Curry 

in 2013, which allowed UA to increase its visibility in the basketball world. 

As a result of this sponsorship, UA launched Curry's Brand in 2020, as a 

stand-alone brand extension for a 7-year contract, aimed to increase indirectly 

Under Armour brand’s recognition and embrace the next generations of 

customers worldwide. 
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1.2. Stock Classes and Structure 
 

 
 
 
 
 
 
 
 
 

UA is the 1672nd company by 
mkt capitalization 

 
Under Armour’s current market 
capitalization equals to USD 
10,281bn 

Exhibit 3: UA’s actual Market Capitalization 

Source: MacroTrends 

 
 
 

 
Exhibit 4: Market capitalization for 
Sportwear vs others 

 
 

Source: McKinsey Global 
Fashion Index (MGFI) 

 
 
 

UA will not pay dividends until 
2023 to foster global expansion 

Under Armour is registered under the ticker NYSE:UA. Their stock opened 

with $13.00 in its Nov 25, 2005, IPO helping the company rasing $157.6M at 

the beginning. The sportswear company has two classes of common 

stock: Class A, UAA, and Class C, UA, both integrated in S&P 500. As of 

January 31,2021, there were 1,765 holders of Class A common Stock, 5 

holders of Class B Convertible Common Stock and 1,170 holders of Class C 

Common Stock. It represents the 1672nd most valuable company by 

market capitalization. 

Under Armour’s market capitalization as of December 2021 amounts to USD 

10,281bn compared to USD 9,2bn in December 2020 (Exhibit 3). 

These data reflect the increase in the market confidence toward Under 

Armour, due to an optimistic outlook for the easing of COVID-19 restrictions 

and a near-normalcy return, which would enable the company to continue its 

2018 growth path. Additionally, in support of Under Armour's market 

capitalization increase, it is essential to consider the sportswear sector's 

resilience to the pandemic in comparison to the rest of the apparel industry, 

as the pandemic has facilitated the development of new trends such as 

digital fitness and e-commerce sales, which have partially offset the 

negative effects of the restrictions. As a matter of fact, sportwear firm’s market 

capitalization has increased in a greater way than the other apparel ones from 

March 2020 onward. Sports companies have been more resilient to the 

pandemic than the rest of the apparel industry (Exhibit 4). 

 
 
 
 
 
 

Considering the uncertainty of the market in 2020, no cash dividends were 

paid during fiscal year 2020 and 2019. Those, have been retained to use 

them to maintain the business health and invest in the company’s growth. 

Furthermore, Under Armour does not intend to further pay other 

dividend in the 2021 contrarily to its competitors. Nike pays quarterly 

dividends while Adidas does on annual basis. As a result of our valuation 

model, we firmly believe that the company will not pay dividend until 2023, in 

order to foster its global expansion. Moreover, considering our valuation 

model, the fact the company will have a ROIC higher than WACC strengths 

our reinforces our dividend retention forecast, showing how the company's 

expansion plan creates value. 
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However, comparing Under Armour’s stocks performance to SP&500 over 

the last 5 year, it is clear how SP&500 Index overperformed UA’s stocks 

especially during the rise of pandemic. 

The Under Armour shares are organized in the following way (Bloomberg 

Source): Blackrock Inc. (6,03%), State Street Corp (4,15%), the Vanguard 

Group (11%), Kevin Plank (15%), Arrowstreet Capital LP (3,23%) are the 

main holders of the company. 

 

 
 

 
UA’s manufacturing processes 
are mainly managed into 
developing countries 

 
 
 

 
1st: High numbers of SKU’s as a 
reductive efficiency of Supply 
Chain 

Exhibit 5: Revenues/SKUs 
relationship 
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Source: UA’s analysis 

 

2nd: Lack of strategic suppliers 
lowering margins and delaying 
deliveries. 

 
 
 
 

2018 as a turning point to more 
strategic suppliers and stores. 

 
 
 
 
 
 
 

Low prices, faster delivery, and 
high level of quality from new 
suppliers. 

1.3. VALUE CHAIN 

As most players in the sports apparel & footwear industry, Under Armour’s 

outsources a significant portion of its value chain operations to third parties 

in developing countries saving operating costs. However, until 2017, the 

company had not been managing its Supply Chain and the partnership with 

its suppliers efficiently. 

Until the 2017, the company had two important problems that negatively 

affected the marginality. The first problem was related to the high number 

of inventories keeping units (SKU’s), which amounted to 690,00 SKU’s 

(Exhibit 5). The high SKUs harmed the marginality since the inventory level 

was growing, as shown by our analysis, reaching an average holding period 

of 139, 130 and 155 days in 2015, 2016, 2017. This inefficient inventory 

management forced the company to sell off their inventories to wholesaler, 

harming the marginality, which in triennium 2015-2017 reached a value of 

46,5%, a way lower than most main competitors such as Lululemon and 

Adidas, who respectively recorded a marginality of 50% and 52% in the 

biennium 2016-2017. 

The second problem that harmed significantly the marginality was the lack 

of strategic suppliers who did not offer a low price per unit, and constantly 

delayed in the delivery of items. Those factors forced Under Armour to 

have a high average holding period, and constantly recur to airfreight to off-

set the delay, soaring the cost of shipping. 

The 2018 marks a turning point in the company's history, as it began to 

streamline the supply chain process by reducing the number of SKUs and 

the average holding period, shifting to specialized strategic suppliers, and 

expanding the number of brand stores and factories. The company's long- 

term future goals are steadily increasing marginality, improved inventory 

management, and increased net working capital through this plan. 

When it comes to suppliers, Under Armour has shifted its focus to strategic 

partners in Thailand, China, Jordan, and Taiwan that can provide supply at 
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Exhibit 6: UA’s Suppliers worldwide 

Source: Bloomberg 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Exhibit 7: Number of stores in 2019 

 

 
Number of stores North America 

Number of International stores 

 
 
 
 
 
 
 
 
 

Source: 2019 UA’s Annual Report 

 

lower prices and faster delivery times while maintaining a high level of 

quality (Exhibit 6). Indeed, the company recorded a shorter average holding 

period and a higher marginality in 2018 and 2019, which are partially 

attributable to these supplier changes. However, production was delayed in 

2020 due to the restrictions, but with the end of the pandemic, we foresee 

further reductions in the average holding period in the coming years, as 

demonstrated by the first three quarters of 2021, when the average holding 

period was 113 days. We believe it is excessively optimistic for the company 

to maintain this value as it expands globally, and thus believe the company 

will continue to maintain an average holding period of 119 days in future 

years, consistent with the data for 2018, 2019, and the first three quarters of 

2021. This will improve the cash conversion cycle and enable for a better 

generation of free cash flow in the future. Additionally, because of lower 

shipping costs, this supply chain change resulted in a partial improvement in 

the company's margins. This is demonstrated by data from 2018 and 2019 

and the first three quarters of 2021, which show that the average cost of 

COGS as a percentage of revenue decreased to 53.3 percent over the three- 

year period 2018-2020 and to 49.8 percent in the first three quarters of 

2021. We are confident that the company will continue to operate at a lower 

cost of goods sold to revenue ratio than 2018-2020 period in the future, due 

mainly to a variety of factors, including changes in the supply chain. 

Another critical factor in optimizing the supply chain of a business on the 

customer side is the growth of sales through brand stores and factory 

houses. Indeed, as previously stated, the company reached a stable phase 

of its business in 2017, with a considerable proportion of sales in the North 

American market coming from the direct-to-consumer channel. However, 

when considering the international market, the company generated a 

significant portion of revenue from wholesaler sales but a marginal portion 

from direct-to-consumer sales. As a result, the company has been on a global 

expansion path since 2018 with the goal of opening brand stores and 

factory houses outside of North America to maintain its premium value 

proposition, improve inventory management, and increase margins. As 

evidence of this expansion strategy, it's worth noting that, for the first time in 

the company's history, the number of international brand stores and factory 

houses exceeded the number in the North American market in 2019 (Exhibit 

7). Despite the 2020 restrictions, the growth rate of brand stores and factory 

houses continues to be high, especially given that the majority of new 

openings are planned well in advance and that, despite the COVID, planned 

openings could not be halted. However, the company reported a decrease 

in the opening of new brand stores and factory houses in the first three 

 
 

52% 48% 
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Exhibit 8: North America vs 
International stores in 2020 and 2021 
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quarters of 2021, confirming the negative effects of COVID-19 (Exhibit 8). 

We believe that a decline in direct store growth in 2021 was inevitable, given 
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the company's reluctance to open new locations due to current, yet 

somewhat minor, restrictions on the sales volume of stores in pandemic- 

affected areas. From 2022, we are confident that the company will continue 

the process of global store expansion in accordance with the strategy 

North America International stores 
 

 

Source: 2020 UA’s Annual Report 
and 2021’s Quarterly Report 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Recovery likely to have peaked 

Exhibit 9: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: PassPort Euromonitor 

announced in 2018. Indeed, the growing presence of direct stores will enable 

the company to manage inventory more effectively, avoiding sales below cost 

and preserving the premium brand proposition even on non-year collections. 

Additionally, the brand stores and factory houses enable and will enable the 

company to maintain high margins, as the products will not be subject to 

aggressive discounting and will enable the brand to achieve greater global 

visibility. Remaining on the topic of COVID-19, it can be said that the 

company benefited partially from the various closures, as sales via e- 

commerce increased by 31.9 percent in 2020 compared to 2019 and by 

1.29 percent in the first three quarters of 2021, accelerating the future 

process of transition to e-commerce. This continues to be a positive factor 

because it enables the company to maintain a high margin due to the 

absence of intermediaries in the sales process. 

 
 
 

 

2. INDUSTRY OVERVIEW 

2.1. Macroeconomic Analysis 

In 2020 the COVID-19 pandemic broke out and the number of reported cases 

grew significantly. Despite the alternation of periods of closures and 

reopening, the global economy has experienced a strong downturn bringing 

the GDP growth rate to -3,25%. However, in 2021, there is an optimistic 

outlook on economic growth especially in developed countries. (Exhibit 9) 

 
 

In fact, in these countries, vaccination rate is expected to reach 70% by 

Q4 2021. In addition to vaccination, fiscal support in these countries for 2021- 

2022 is expected to remain in line with that of 2020, supporting rapid 

economic recovery. However, economic recovery may be slowed by 

developing countries. Indeed, in developing economies, slow vaccination 

rates are occurring, not in line with advanced economies, which could give 

rise to new vaccination-resistant variants, and cuts in fiscal support spending. 

Those dynamics, whose probability is 64-74%, will lead to a GDP growth 

rate of 5,8% and a real GDP growth of 4,7% in 2022. This strong recovery 
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Exhibit 10: The recovery may differ in 
3 different scenarios 

Source: PassPort Euromonitor 

 
 
 
 
 
 

1st scenario: High 
vaccination rate of 70% in 
Q3-Q4 linked with strong 
fiscal initiative 

 
 
 
 
 
 
 
 

2nd scenario: High 
vaccination rate of 70% in 
2022 linked with limitated 
fiscal support 

 
 
 
 
 
 
 

 
3rd scenario: High 
vaccination rate of 70% in 
2023 linked with limitated 
fiscal support 

will not off-set downturn and decrease in GDP in 2020, leading to a global 

real GDP in 2022 which is still below 2% of the real GDP pre-pandemic 

forecast in 2022. 

Therefore, in the global economic recovery as shown by Euromonitor three 

other possible scenarios may occur (Exhibit 10), the evolution of which 

depends primarily on the emergence of new variants. Famous is the case of 

the delta variant, which has increased the degree of immunization required 

from 70% to 85%, slowing down the global recovery due to a slight tightening 

of rules on security measures. However, the effects of the delta variant are 

moderate in advanced economies, while slowing recovery more significantly 

in developing economies. 

 
 
 

 
In the optimistic scenario, we assume a vaccination rate in advanced 

economies of 70% in Q3-Q4, in addition to strong fiscal incentives and a 

freeze on most social distancing measures. While, for developing economies, 

we assume a high vaccination rate reaching roughly 50% by 2022, in addition 

to an increase in exports driven by the recovery in advanced economies. All 

this would imply a GDP of 6.2%-6.8% in 2021, and 6%-7% in 2022, leading 

to a return of the economy to pre-pandemic levels in 2022. However, this 

scenario has a probability of 2-6%. 

In the pessimistic scenario which has a probability of 18%-22%, of the 

advanced economies tracks a vaccination rate of 70% in 2022, as well as 

a limited fiscal support and a reintroduction of social distancing restrictions 

until 2022. On the other hand, developing economics have a vaccination 

rate low until 2023-2024, with a low level of exportation due to a low demand 

from advanced economies. The scenario would imply a GDP growth rate of 

3,5%-5% in 2021, and 0-2% in 2022, with economic recovery postponed into 

2023. 

 
In the worst scenario, whose probability is 2-6%, new variants resistant to 

vaccine comes out, the 70% of vaccination rate in advance economies 

is achieved in 2023, as well as longer delays in vaccination in developing 

countries. Moreover, the new variants trigger tight social restriction in both 

advanced and developing economies until 2023 making unrealizable fiscal 

relief until the 2023. This scenario significantly drops employment, 

consumption, and wages, leading to a GDP growth of 3-4% in 2021, and 

contraction of 1.3-2,7% in 2022. 
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Exhibit 11: Global quotes of Market share in 
2021 

 

 
Source: Industrial Overview Analysis 

 

 

Drivers of success are mostly the 
quality, design, and value of a 
product both associate with an 
efficient distribution network and 
marketing strategies 

Considering the industry in which Under Armour operates, a rapid economic 

recovery will lower the level of unemployment, allowing the company to 

continue its process of growth although the setback. 

2.2. Industry Analysis 

Under Armour operates in the sportswear industry which encompasses the 

manufacturing and retailing of athletic apparel, footwear, accessories, and 

equipment. The industry is fragmented and intensely competitive with 

multiple regional and multi-national players. It is dominated by players, like 

Nike Inc, Adidas AG, Puma SE, Lulemon, to name a few. Nike and Adidas 

compete for the highest market share and have been in fierce competition 

over the past decades to reach the highest market share, and currently they 

hold respectively 13% and 6,7% of global sportwear’s revenues (Exhibit 

11). 

The quality, design and value of a product, efficiency of distribution networks 

along with the marketing expenses are driving competitiveness in the 

industry. With the effects of the pandemic and the changes made, we can 

say the macro trends that will redefine the future of global sportswear are 

athleisure, sustainability, technology, digitalization, healthy lifestyles, 

e-commerce, and channel mix. 

The increased time spent at home during COVID-19 has triggered 

opportunities in the athleisure market. This trend has led to the entry of 

premium fashion brands into the market that enjoy shorter collection and 

product development cycles while staying in line with consumer trends. On 

the other hand, sportswear manufacturers have the advantage of being well 

positioned to develop innovative materials and designs to strike the right 

balance between usability and comfort. 

People are becoming more aware of the importance of physical activity for 

health. Even though the closure of sports centers the pandemic has 

increased this awarness, moving people to use fitness apps, individual and 

outdoor sports. 

Analyzing the trend of e-commerce, store closures due to COVID-19 

restrictions have spurred exponential growth in direct-to-customer sales, 

which is driven in turn by exponential growth in ecommerce. For the future, 

manufacturing companies are anticipating the need for a change in their 

business model toward e-commerce. Broadly speaking, the ecommerce 
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Ecommerce sales grew at a 16% 
level during pandemic 

 
 
 
 
 
 
 
 
 
 

Exhibit 12: Stores can improve the 
customer experience and work better 

 

Source: McKinsey Sportwear Report 

 
 
 
 
 

 
 
 
 
 
 

Exhibit 13: Sales Forecast of sportwear in 
the world from 2021 to 2032 

 

Source: Passport Euromonitor’s 
Data 

trend was a steadily growing trend even before the pandemic, with average 

annual growth of 2%, but the pandemic resulted in a 16% growth, leading 

online penetration to stabilize at 25% of total sales in 2021, up from 12.5% in 

2019. E-commerce combined with the looming younger generation will lead 

to a migration from shopping in physical channels of 10-15% in the coming 

years. This trend is moving companies to adopt a new DTC model that 

combines digital and physical channels while still making investments in 

physical stores profitable and moving away from the past focus on 

wholesalers as the main sales channel. 

The final trend analyzed is the channel mix whose combination from the 

digital and physical worlds will be crucial. To tackle the decline in sales 

through physical channels, sportswear companies need to reinvent the 

physical store giving a new role to the store that is far from the concept of a 

store aimed only at selling products. The new concept store should offer a 

new experience in the customer journey (Exhibit 12). Therefore, companies 

in the industry aim to give the physical store new purposes, such as the 

possibility to customize products, test and simulate the performance of 

products in sporting activities by equipping stores with courts and try-out 

areas. 

 

 
Following Passport analysis, the worldwide sportwear market is expected 

to grow at a 7,4% yearly level from 2021 to 2025 as the increase in demand 

for smart sportwear even for the workday routine (Exhibit 13). Given the 

company's focus on the product, Under Armour's business model is highly 

aligned with growing market demand. In addition, the brand is focusing on 

expanding and competing big players in the industry with its strategy to 

produce advanced performant sport’s products and enter new markets to 

reach more customers enhancing their brand awareness. For this reason, 

UA, currently holding 1,8% of global market share, is expected to grow at 

a higher level than the market from 2021 to 2025 reaching total 2,1% of 

market share by the end of 2025. Additionally, this growth will be highly 

dependent on Under Armour's ability to perform in the DTC channel, where 

it expects the majority of the company's growth to be concentrated. Following 

that, also focusing on the right markets can lead to profitable growth 

opportunities for sportwear’s brands. 

North America and Europe are by far the largest market. Furthermore, the 

Chinese and Indian market are profoundly growing respectively at a 11,3% 

and 13,5% yearly rate and show great opportunities for sport producers to 

exploit on. From a global perspective the sportswear industry contracted 
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by 18,4% in 2020 to around $266 billion compared with $315 billion in 2019. 

The shrinking has been equal across the continents, except for China, which 

recovered faster than other countries from the effects of the pandemic. 

 

 
Exhibit 14: Sportwear sales in America 
from 2021 to 2025 

Looking at the American market retail sales of athletic apparel declined 22% 

in 2020 to $116.5 billion and are expected to experience a CAGR of 6,53% 

over the forecast period, approaching $173.2 billion in 2025 (Exhibit 14). The 

value of sportswear sales is estimated to return to pre-COVID-19 levels by 

early 2023. Sportswear is expected to recover faster than other categories, 

as demand will be primarily driven by the athleisure and casual wear trend, 

as well as the growing interest in health and wellness among consumers. 

One of the reasons that makes United States and so the American market so 

huge in terms of revenues is the large number of school students involved 

in sports that will led to fostering the demand for high performance products. 

Source: Passport Euromonitor’s 
Data 

 

 

 
Exhibit 15: European market will 
move from $66,9 billions to $109 
billions from 2021 to 2032 

 
Source: Passport Euromonitor’s Data 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Passport Euromonitor’s 
Data 

European market is predicted to rise significantly as a result of increasing 

spending to combat inactivity among the aged, which has resulted in an 

increase in participation in physical activities among the elderly. 

Furthermore, the growing availability of sports instruction and training in 

academies has considerably improved public awareness of sport and fitness. 

Improvements in lifestyle, an increase in the youth population, and an 

increase in per-capital income in European countries are expected to give 

profitable chances for the expansion of the Europe sports equipment and 

clothing industry. For all of these reason European market is expected to 

reach a CAGR of 6,6% until 2025 reaching $84 billions (Exhibit 15). 

 

 
On the other hand, Asia Pacific and so on the Chinese market retail is 

anticipated to witness a crucial sportwear market share. After a retail 

sportswear’s sales declined in the market by 2% in 2020 which reached $42 

billion, the Asia Pacific area is expected to register a CAGR of 9,81% over 

the next five years, touching $138 billion in 2025 (Exhibit 16). Various 

initiatives, various government initiatives including Health China 2030, are 

encoring the population to do more sports and physical activity, which has 

proven to be beneficial for sportswear. 

Those initiatives have proved to be beneficial for the sportwear market also 

in India where the government in 2020 has allotted $401,6 million in its sport 

budget. As a matter of fact, the Indian market, according to growth data, is 

expected to be one of the fastest growing in terms of CAGR within the Asian 

Exhibit 16: Asia Pacific as a 
crucial. Market for future growth. 
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market. After a huge sales decline of 31,7% in 2020, India will witness of a 

CAGR of 13,5% from 2020 to 2025. 

 
 

2.3. Competitive Landscape 
 

 

Nike and Adidas hold 
respectively 13% and 6,7% 
of market share 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

REVENUES: $35.5 bln (2020) 
EBITDA: 8.37B 
PROFIT MARGIN: 13.17% 
MARKET CAP: 232.811 bln 
STOCK PRICE: 147.06 
EMPLOYEES: 73300 

Source: Yahoo finance 

Sportswear is a highly fragmented market, where different brands compete 

to strengthen their market shares. On the other hand, however, among these, 

the presence of established brands such as Nike and Adidas stand out and 

they prove to be market leaders. 

Applying Porter’s Five Force Framework to the sector, we saw that, first of all, 

the sportswear industry has high barriers to entry due to large scale 

production, high cost on research and development and extremely large 

capital investment on innovation. Moving to bargaining power of customers 

the persistent growth of e-commerce is lowering the power of wholesalers, 

giving the opportunity to the manufacturing company to sell their items directly 

to customers. 

The bargaining power of suppliers is moderately low as there is an 

abundant number of suppliers in the industry that along with the high 

availability of raw materials allow big manufactures to exploit their bargaining 

power. However, with the higher requirements of customers, manufacturers 

are developing strategic partnership with suppliers to improve their value 

proposition. Regarding the threats of substitutes, until the past few years 

there were little alternatives to switch between the sportwear and casual wear. 

However, with the trend of athleisure, there are more alternatives as fashion 

brands include in their offer sportswear items. 

 
Finally, the competitive rivalry within the industry is relatively high 

considering the trend of athleisure that has driven premium brand to enter in 

the market and players as Nike, Adidas and Lululemon. 

 

 
Nike is the world’s largest seller of sports and sports footwear. Its company 

business activities consist mainly of high-quality soccer, clothing, equipment 

and accessory products, design, development and international marketing. 

In 2020 it reached $35.5 billions of sales making it the most valuable brand 

in sport. Nike markets its products under its own brand and directly buys with 

other labels (AirJordan, Nike CR7, Converse). With the famous trade names 

of “Just do It” and the Swoosh emblem, Nike supports numerous well-known 

athletes and sports teams worldwide. One of the main strength of Nike is the 

low cost of manufacturing thank also to their bargain power they have 
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toward their suppliers. Furthermore, manufacture their products in countries 

like Vietnam, China and Indonesia help them to boost their margin. Nike puts 

strong effort on the research and development defined as one of their key 

factors for their success. The company is also investing in digital market to 

improve its customers experience focusing on its website and Nike+ Apps, 

as well as in the Chinese market. 

 

 
 

 
 

REVENUES: $19,844 bln (2020) 
EBITDA: 2.75B 
PROFIT MARGIN: 7,35% 
MARKET CAP: 61.879 bln 
STOCK PRICE: 158.61 
EMPLOYEES: 39.596 

 
Source: Yahoo finance 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
REVENUES: $3,979 bln (2020) 
EBITDA: 1,35B 
PROFIT MARGIN: 14,97% 
MARKET CAP: 54.19 bln 
STOCK PRICE: 401.37 
EMPLOYEES: 25.000 

 
Source: Yahoo finance 

Adidas was established in Germany in the early 1920s. The second-largest 

manufacturer of footwear, clothing, gear, and sales equipment is Adidas. 

Adidas’s performance was too weighted by the Corona virus making its 

income 14% lower on in 2020, with $19.84 billions of sales. Their strong 

brand recognition as well with their large marketing budget have allowed 

the firm to have sponsorship deals with sports teams and athletes. In fact, 

the logo is strongly linked with entity like UEFA and FIFA for the football and 

apparel used in the tournaments. Adidas has also sponsored athletes and 

teams from football (Germany national team, Messi, Real Madrid), boxing, 

basketball (James Harden, Donovan Mithcell), rugby and many Olympic 

teams. This compared with the sponsorship strategy used by Under Armour 

can be seen as a point of difference. In fact, Under Armour main sponsorship 

are focused into the basketball sport industry. The company intends to bet 

on the digital trend, having inclusively reduced the number of physical 

stores in the last years, and it also intends to expand its international business 

in North America. 

 

 
Instead, taking Under Armour and Lululemon as examples in the analysis, 

we can see that the two companies, although growing, are still far from 

competing with the two powerhouses. 

 

 
Lululemon Athletica is an international retailer of sports clothing based in 

Delaware with headquarters in Vancouver. It was formed in 1998 as a yoga 

wear business and expanded to include the sales of athletic wear, clothing, 

and accessories. It has 491 shops and sells online worldwide. Even with the 

growth of the Covid 19 epidemic, their income reached $4,4 billions in 2020. 

They are well known for their product’s quality which made them ideal for 

yoga and other athletic activity in terms of texture. The brand is enhancing its 

presence in the sportwear market thanks to the increasing of importance the 

yoga is having. Lululemon Athletica features several items that address the 

special demands of yoga practitioners such as yoga mat, comfy and loose 
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leggings and shirts and tops that are free to move around. The brand 

differentiate itself from firms like Adidas and Nike also in the promotion. 

Lululemon Athletica choose to target fitness trainers or yoga gurus to 

influence their target segment. Furthermore, their great attention to the 

customer engagement makes them one of the most customer centric 

sportwear apparel firms. 

 
 
 
 
 
 

Nike and Adidas are reducing the 
number of stores focusing on 
digitalization, while UA and 
Lululemon stores are growing 

 
 
 
 
 
 
 
 

At the end of Forecast Period 1, UA 
will have reached 2,1% of total 
market share 

 
 
 
 
 
 

 
The biggest risk factors for 
UA are arising by Covid-19 

 
 
 
 
 
 
 
 
 
 

 
Distributors and Logistic 
have been highly affected 
financially 

In a market where the main trend is digitalization, and focusing on growth 

through e-commerce presence, Nike and Adidas are a step ahead of Under 

Armour and Lululemon. In fact, from the breakdown of company sales, 

although in all the companies analyzed the incidence of Direct to Customers 

sales on total sales has increased, Nike and Adidas are decreasing the 

number of owned stores over the years. This is reflected in an increase in 

revenues in the channel due to the massive increase in online sales through 

e-commerce. This is due to the strong brand recognition that Nike and 

Adidas possess. On the other hand, the strategy used by Under Armour and 

Lululemon is to increase the number of owned stores over time (as can be 

seen in the analysis) to increase their brand recognition and to then push 

incrementally on e-commerce. Despite the two different strategies, 

through market forecasts, we can state that Under Armour and Lululemon, at 

the end of 2025, will be able to increase their market shares reaching 

respectively 2.1% and 2.3% of quotes at the expense of Nike and Adidas, 

which however will continue to be market leaders with respectively 12.6% 

and 5.7% market share. 

 

 
2.4. Key Risk 

The Covid-19 epidemic and the huge uncertainty that comes with it are 

currently the main risk risks for Under Armour. As the future spread of the 

virus, as well as government limits and stimulation, will have a significant 

impact on global economic development in the coming years. Furthermore, 

Under Armour's presence in multiple nations may be a high-risk element, as 

different pandemic situations may exist in the various regions covered. In the 

sport apparel sector, the Covid-19 epidemic will cause huge disruptions and 

have a considerable influence on operations, financial problems, and results. 

The pandemic has resulted in the temporary closure of UA’s retail stores and 

stores where their products were sold resulting in a reduction of consumer 

traffic and consumer expenditure. The related industries, such as distributors 

and logistics, manufacture, and textile providers, have been and may continue 

to be adversely affected. Furthermore, one of the key factors for success of 

Under Armour were sport’s event which allow them to promote the brand 
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through partnership. With the pandemic, League, events, and professional 

activities, college and amateur have been postponed or cancellated. 

(Exhibit 17). Sports events around the world have been delayed or cancelled, 

and marketing initiatives have failed to get out of the box. 

 
Exhibit 17: Events status due to Covid-19 

 
 
 
 
 
 
 
 

 
Bankruptcy, insolvency for 
most of the suppliers, this may 
affect the capacity of UA to 
receive receivables 

In addition, while the Fiscal year 2020 measures have been taken to maintain 

and preserve and enhance the company availability of liquidity, the impacts of 

UA’s cash generated by transaction and future cash flows will be affected as 

the pandemic develops. In 2020 sales through the wholesale channel 

represent 53% of UA’s net sales. In doing this, when dealing with financially 

distressed consumers or customers with uncertainties, Under Armour faced a 

higher risk of order reduction, cancelation, extended payment terms and 

shipping delays. Customers may be more careful about orders or slow 

investment during poor business conditions. 

Considering the events of financial difficulties, bankruptcy, insolvency for 

most of suppliers, this may affect the capacity of UA to receive receivables. 

If done in a continuative way this can also negatively affect business’s plans. 

To reach an effective strategic growth plan, like in the international sales, 

fundamental is how the company continue to successfully extend their e- 

commerce, mobile applications and digital expertise worldwide following the 

trends. However, if they continue to experience significant market disruption 

because of Covid-19, it will become difficult to enhance the ability to invest in 

such growth initiative (especially if the North America market which account 

for 66% of revenues in 2020 is not growing). 
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3. VALUE DRIVERS AND FORECAST 
 

 
 
 
 
 
 
 
 

DTC Channel has been split 
into Digital and Brick and 
Mortar sales 

 
 
 

 
For Brick-and-Mortar sales, 
number of stores and 
average revenues per store 
has been used as main 
driver 

 
 
 

Wholesale’s revenues 
resulted from the product of 
number of wholesalers and 
their average revenues 

 
 
 
 
 
 
 
 
 

 
The effect of this strategic 
growth plan will be 
postponed due the 
slowdown caused by 
pandemic 

We developed our valuation model by first identifying the primary pillars upon 

which the company's growth will be built. We have extracted the drivers of 

our analysis from the following Under Armour’s revenue streams: Direct to 

Customer Brick and Mortar, Direct to Customer Digital, Wholesale, 

Licensing. 

Data pertaining to the DTC distribution channel has been split. In fact, we 

identified the percentage of revenue attributable to e-commerce sites directly 

connected to Under Armour within Direct to Customer sales revenue. Next, 

we calculated the portion of revenue attributable to Direct to Customer 

Brick and Mortar sales subtracting Digital revenues from the DTC Channel. 

Then, into DTC Brick and Mortar revenues we identified the number of 

stores and average revenue per stores. After obtaining this information, we 

used a bottom-up approach to forecast years, calculating revenue as the 

product of average revenue per store and the number of stores. Regarding 

the company's other primary source of revenue, namely sales to wholesalers, 

we took a similar method, identifying the number of wholesalers and their 

average revenue using historical data and then using a bottom-up method 

for forecasted years, calculating revenue as the product of the number of 

wholesalers and their average revenue. 

Under Armour came up in 2018 with a new strategy, named “ID 18 Protect 

Perfom”. The aim of this plan is to improve the corporate performances by 

focusing on optimization of both COGS and Supply chain, revenues growth 

through an internationalization of the brand, enhancement of online sales 

penetration, launch of more innovative items in a shorter timeframe, better 

customer centric experience through its brand stores and factory houses 

integrated with digital channels. However, the plan experienced a setback 

due to the pandemic, which brought a contraction of brick-and-mortar sales 

partially off-set by the acceleration of digitalization and e-commerce. 

According to the UA 18-23 plan, the company expects to increase sales over 

the projected five years through wholesalers, DTC digital, and brick and 

mortars at CAGRs of 5-7%, 12-14%, and 6-8%, respectively. However, we 

believe the company has a greater opportunity for growth from 2021 to 2025 

and will need to grow at a higher pace to achieve a 2.1% market share in 

2025 versus 1.7 % in 2020, reaching $8,601 million in sales by the end of 

2025 (Exhibit 18). Furthermore, we believe that the setback in the company's 

growth caused by COVID-19 will force the company to continue its expansion 

process until 2025. Increased penetration in key markets such as Asia- 

Pacific and EMEA, as well as moderate growth in the domestic market, 
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Exhibit 18: Total net Revenues from 2015 
to 2032 

 

 
 

Source: Company data and Analysis estimate 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit 19: Factory and Brand houses in 
EMEA from 2015 to 2032 

Source: Company data and Analysis estimate 

 

Exhibit 20: Sales per Average number of 
stores from 2019 to 2025 

 

Source: Company data and Analysis estimate 

namely the United States, will be vital factors of the company's expansion, 

which will be accomplished through the opening of new brand stores and 

factory houses. Another important factor will be the expansion of e- 

commerce sales at higher pace than expected, which will allow the company 

to maintain the premium brand value proposition while ensuring high 

margins. Regarding license revenues, the company's goal is to keep this 

source of revenue at a percentage of total revenues equal to 2%. However, 

we have projected that this revenue source will account for 1.8 % of total 

revenues over the entire forecast period. 

3.1. Revenues 

• DTC: Brand Stores and Factory Houses 
 

Under Armour plans to expand the presence of brand stores and factory 

houses in markets with high and growing GDP/capita. This expansion will be 

crucial for the company's margins, as direct stores allow for higher average 

revenues than wholesalers, equal to $140,000 for the latter. While for direct 

stores predict that average revenue per store will settle at $3,200 millions, 

with a return to normal and no restrictions, in line with the 2018-2019 

biennium. 

According to the "Industry Overview," EMEA is one of the key markets where 

the company must pursue its premium brand value proposition. According to 

the "UA 18-23" business plan, the company intends to open new brand stores 

and factory houses at a CAGR of 22%. Looking at new store openings 

between 2018 and 2020, however, there was a 29 % year-over-year increase 

from 62 to 105 stores. This demonstrates the company's commitment to 

carrying out the development plan. Despite COVID, there was a 23% in store 

growth between 2019 and 2020, which was completely in line with the 

stated goal (Exhibit 19). However, the effects of COVID can be traced to the 

average revenue per direct stores of $2.231m, which is far from 2019 and 

2021, when historical and estimated revenues are $2.957m and $2.866m, 

respectively (Exhibit 20). We believe it is critical for the company to maintain 

a CAGR of 17% in new openings between 2021 and 2025. This will allow 

the company to increase its market share in EMEA and bounce back from 

the negative effects of COVID-19 on DTC expansion. Given that EMEA 

experienced 5 store closures in Q1, we estimate that the number of stores at 

the end of 2021 will be 118, representing a 12 basis points increase over 

the previous year. We expect EMEA to have 233 stores at the end of 

Forecast Period 1 compared to 105 in early 2020, representing a 19% 

CAGR over the period. After 2025, we believe the company will have met its 

medium to long-term growth objectives, and we anticipate new store 
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openings at a CAGR of 2,8%, bringing the total number of stores to 282 by 

2032. 

 
 
 

Exhibit 21: Factory and Brand houses in 
Asia-Pacific from 2015 to 2032 

 

 
Source: Company data and Analysis estimate 

 
 
 
 
 
 
 
 

 

In 2025 UA is expected to 
reach 194 stores in Asia- 
Pacific 

 

 
At the end of 2032 UA will be 
present in Asia-Pacific with 
257 stores. 

 
Due to the high percentage 
of revenues generated in 
North America, UA do not 
intend to further expansion 

 
 
 

 
Exhibit 22: Factory and Brand houses in 
North America from 2015 to 2032 

 
Source: Company data and Analysis estimate 

Asia-Pacific represents the other market where it is critical for Under 

Armour to penetrate through brand stores and factory houses to best express 

its premium offerings. Until 2025, thanks to a projected sportswear market 

growth of 9.81% per year, the Asian context may represent a potential market 

where UA could sell its full-price and premium products through brand stores 

and factory houses, achieving controlled growth and protecting its premium 

position. According to UA's 2018-2023 plan, the company has planned to 

expand the number of brand stores and factory houses at a CAGR of 22- 

24%. However, based on the number of new store openings present in Asia, 

we can conclude that the company far exceeded expectations in the three- 

year period 2018-2020 with an average growth rate of 34.85% (Exhibit 21). 

Despite the Covid restrictions, the company opened 111 stores in 2020, a 

26.40 percent increase from 88 in 2019. On the other hand, we conservatively 

estimated no openings in 2021, with a recovery in 2022, resulting in 19 new 

openings in 2022 and another 22 in 2023, as a result of this opening boom in 

the first three years combined with the effects of Covid-19. Our projection of 

UA's long-term plan in this area predicts a total of 194 stores by the end of 

2025, with a CAGR of 12% from 2021 to 2025. In the Forecast period 2, we 

believe that from 2026 to 2032, openings will stabilize at a higher growth rate 

than other markets, namely around 4,1%. This will be due to the continued 

economic potential of Asia-Pacific. The Asia-Pacific market will be served by 

257 Under Armour stores by the end of Forecast period 2. 

With a 65.8 percent market share, North America is the driving market for 

Under Armour's current revenue. However, according to UA's 18-23 business 

plan, the company does not intend to increase market revenue through 

an exponential expansion of branded stores and factory houses. In fact, the 

company believes that it has gained a sufficient market share, which cannot 

be easily increased due to strong competition from Nike and Adidas, and thus 

plans to open new stores at a rate of 3-5 percent per year. We believe the 

company has achieved a stable position in this market, allowing it to focus on 

exponential growth in other  geographic  areas.  However, we  believe that 

a moderate domestic growth is critical in order to preserve the market share 

gained until 2020. Looking at the three-year period 2018-2020, we see an 

average rate of new store openings of 4%, with 179 and 194 stores 

opening in 2018 and 2020, respectively (Exhibit 22). With the various COVID 

19 restrictions still in place in 2021, we have conservatively assumed a 2.6% 

increase in new store openings, moving from 194 to 199 stores. According 

to the plan's strategy, we expect new store openings to increase at a CAGR 
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of 3.8% from 2022 to 2025, reaching 231 stores compared to 194 in 2020. 

We believe the company has further stabilized in the market as of 2025, and 

we anticipate lower growth of around 2 %, bringing the total number of stores 

to 266 by 2032. 

 

 
Exhibit 23: Factory and Brand houses in 
Latin-America from 2015 to 2032 

 

 
Source: Company data and Analysis estimate 

 
 

Latin-America will be covered in 
2032 by 37 UA’s stores 

 
 
 
 
 
 
 
 
 
 
 

 
Exhibit 24: E-commerce sales from 2015 
to 2032 

 

 
Source: Company data and Analysis estimate 

Given the low spending power of the middle class in Latin America, gaining 

market share through a full premium price offering is more difficult, making 

retail DTC expansion unwise. In fact, the company projected a very low store 

growth rate of 1-3% in the UA 18-23 plan. However, results for the three- 

year period 2018-2020 exceeded expectations, despite the low absolute 

number of stores. When the negative effects of Covid in this geographic 

macro-area are considered, it is very likely that three stores will close by 

2021. Based on the slow post-Covid recovery and the population's restricted 

spending power, we anticipate a 3% CAGR in store growth in 2022-2025, 

reaching 30 stores (Exhibit 23). We anticipate a 1 store per year opening in 

the second forecast period, bringing the total number of stores to 37, 

corresponding to a CAGR of 1.8%. 

Overall in overall, in a global perspective we forecast that the company will 

reach $2,201 billions in 2025, and $2,649 billions in 2032, based on the 

average revenue per direct store and the number of stores over the entire 

forecast period. This translates to a CAGR of 17.87 % in the first forecast 

period and a CAGR of 2.93 % in the second forecast period. 

 DTC: E-commerce 

 
Covid has strongly accelerated the growth of ecommerce, and according to 

Deloitte digital it has anticipated the growth process in the apparel industry 

by 5 years. However, analyzing the sportswear sector and Under Armour, it 

is worth noting that sales through e-commerce have increased by 31.9% 

in full pandemic contributing 19% of total sales in 2020. According to 

company reports and various analysts we expect a rebound effect in 2021 

due to the partly removal of most of the restrictions, and the reopening of the 

various physical stores, resulting just in a slight increase attested around 2% 

of e-commerce sales for UA. The projection will lead the company to reach 

$880 millions generated by e-commerce in 2021 (Exhibit 24). On the other 

hand, COVID has converted a large portion of people who had previously not 

purchased online for a variety of reasons such as lack of trust, problems with 

returns and shipments. In addition to that, companies, including Under 

Armour, have been enhancing their e-commerce services, furthering the 

explosion of online shopping. UA had already forecasted a global expansion 

through e-commerce in its “18-23 plan”, especially in Asia-Pacific, EMEA, 

and  Latin-America,  with  the  goal  of  increasing  online  sales  more  than 
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proportionately to sales through other channels, and improving the 

multichannel customer experience. This, from our expectation, will already 

have an impact by 2023, with e-commerce contributing 37% with $1,064 

billions of UA’s DTC sales compared to 34% in with $622 millions in 2018. 

In a more than optimistic manner and sticking to the 2021 e-commerce 

statistician report, we believe that ecommerce sales will grow at 10% 

annually until 2025 reaching $1,3 billions by 2025 (Exhibit 30) After 2025, 

with the majority of population converted to e-commerce, we expect a lower 

CAGR of 3.9 % from 2026 to 2032. According to our projections, e- 

commerce sales will reach $1.681 billion by 2032, accounting for 38 % of 

total sales. 

 
 

 
Exhibit 25: Number of Total Wholesalers 
from 2015 to 2032 

 

 
Source: Company data and Analysis estimate 

 
 
 
 

Exhibit 26: Number of Wholesales in 
North America from 2015 to 2032 

Source: Company data and Analysis estimate 

• Wholesale 

 
One of UA's key objectives is to control growth through a limited 

expansion of the Wholesalers. Under Armour’s wholesalers’ revenue fell by 

25% to $2.4 billion in 2020. The company plans to redefine the number of 

its wholesalers. In fact, in order to increase margins through a premium offer, 

it is necessary to strategically select wholesalers to avoid selling products 

below cost and depreciating and damaging the brand image, especially in 

markets where spending power is high. On an overall basis the number of 

wholesalers is expected to grow at a 8,3% yearly level, reaching 35.423 on 

2025, after a reduction in 2021 (Exhibit 25). 

In the North America market, where Under Armour has an important 

penetration index, crucial it has been to reduce the number of wholesalers 

from 13.500 in 2018 to 10.000 in 2021, as stated by the management. 

(Exhibit 26). From 2022-2025 we expect a rebound effect, with 14.836 

wholesalers in 2025, as many of them will return to normal business as soon 

as the restrictions are lifted. Moreover, it will also be unlikely for the company 

to replace wholesaler sales with sales through brand stores due to the capital 

requirements. Therefore, we believe the number of company’s wholesalers 

will grow at a CAGR of 11% over the period 2022-2025. On the other hand, 

in the Forecast period 2 the growth will level off at a CAGR of 1.8%. 

Moving to the EMEA market, the UA 18-23 plan calls for expansion in the 

market through the number of wholesalers with a CAGR of 10-12%. Despite 

the positive data from 2017-2019, COVID-19 reduced revenue in this stream 

by 25.42% in 2020 when compared to the previous year. Furthermore, the 

number of wholesalers increased by only 1% in 2020. Despite the reopening, 

we expect a slight rebound effect in 2021, with a return to pre-covid growth 

rates not occurring until 2022. Indeed, we expect wholesalers to grow by 

10.1% over the four-year period 2022-2025, reaching a number of 

 
 

Source: Company data and Analysis estimate 

Exhibit 27: Number of distributors in 

EMEA from 2015 to 2032 
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wholesalers supplied of 10195. From 2026 to 2032, the number wholesalers 

supplied will grow at CAGR of 1,8%, resulting in 11525 in 2032. (Exhibit 

27) 

 

 
Exhibit 28: Number of distributors in Asia- 
Pacific from 2015 to 2032 

 

Source: Company data and Analysis estimate 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit 29: Number of distributors in 
Latin-America from 2015 to 2032 

 

 
Source: Company data and Analysis estimate 

On the other hand, in the Asia-Pacific market to ride the trend of the strong 

connection of the population with the sport and the fragmentation of the 

market, the company can not only expand in such a vast territory only with 

brand stores and factory houses as it would require a very large capital 

requirement. Therefore, in the UA 18-23 plan, the company planned to 

expand into Asia through wholesalers at a CAGR of 24-26%. Analyzing the 

data for the three-year period 2018-2020, with respectively 1350, 1701 and 

1905 distributors, it is worth noting in general a growth rate in line with that 

stated in the business plan. However, considering the effects of COVID-19 

and the various closures there was a major slowdown in 2020 as wholesalers 

were unwilling to purchase goods that could not be resold. However, despite 

other market, Asia-Pacific the number of distributors has grown by 12% 

reaching 1905 in 2020. We expect the from 2021 then a 23% CAGR in 

wholesalers’ number, slightly low the expectaction of the plan, persisting 

through 2025. Thereafter, in Forecast Period 2 we expect a growth of 

wholesalers at a 1,8% CAGR, supplying 6143 wholesalers in the Asia- 

Pacific Area. (Exhibit 28). 

The company intends to fuel growth in Latin America through wholesalers, 

as the population's spending power makes it unwise to offer a premium 

offering at full price, making expansion through branded stores unprofitable. 

Expansion through wholesalers, on the other hand, is the wiser choice, and 

despite a very good biennium in 2018-2019, expansion has slowed 

significantly due to COVID's severe impact on the population and economy. 

In fact, the number of wholesalers in 2021 remained the same as in 2020, 

at around 3360. However, due to a lack of vaccinations and the impact of 

the economic crisis on a developing but still weak country, we believe that we 

will only be able to return to pre-pandemic growth levels in 2023. Indeed, we 

anticipate that the number of wholesalers will reach 4970 in 2025, with a 

CAGR of 10.7% over the three-year period 2023-2025. We predict that the 

number of wholesalers will reach 5632 by the end of Forecast Period 2, 

with a CAGR of 1.8% between 2026 and 2032 (Exhibit 29). 

Overall, the company's goal in this revenue source is to find increasingly 

strategic wholesalers who can replicate their premium brand value 

proposition. This leads us to believe that, globally, average revenue per 

wholesaler will reach $140k per year beginning in 2022, a 9% increase 

over 2018-2019 figures. This factor, combined with the growing number of 
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wholesalers, will drive the company's wholesale revenue to $4.959 billion in 

2025 and 5.619 billion in 2032. However, this data shows that revenue 

growth from this source will be less than proportionate to revenue growth 

from DTC Brick and Mortar and DTC e-commerce, which is consistent with 

the company's goal and, more importantly, our forecast. 

 

 
3.2. Gross Margin 

 

 
 
 
 
 
 

 
UA will increase Gross Margin 
to 49,8% by 2022 

Raw materials, inbound freight costs, outbound freight costs, and inventory 

obsolescence write-downs are the main components of the cost of sales. As 

previously stated, the company's 2018 restructuring plan aims to reduce 

shipping costs and avoid inventory write-downs. According to the data 

for 2018, 2019, 2020, and the first three quarters of 2021, the company was 

able to reduce COGS by up to 49.8% of revenues in the third quarter of 

2021. These figures demonstrate how effectively focusing on the DTC 

channel and selecting strategic suppliers reduced inventory depreciation and 

inbound and outbound transportation costs. Above all, the presence of new 

direct stores enables and will enable the company to maintain greater control 

over inventory pricing. As a result, we believe the company will be able to 

keep COGS in line with 2020 and 2021 values. As a result, we have 

estimated a COGS of 50.3% of revenues for future years, slightly higher than 

in 2021, and do not expect any change over the next decade (Exhibit 30). 

 

 
 

Exhibit 30: UA Gross margin analysis Source: Company data and Analysis 
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3.3.  Capital Expenditure 
 

Capital Expenditure consists 
mainly of PPE and 
Depreciation 

Capital expenditures are entirely made up of PPE and the corresponding 

depreciation. Examining PPE in depth reveals that it includes office 

equipment, plant equipment, land, software, furniture, fixtures and displays, 

and construction in progress. PPE, on the other hand, are not directly related 

to the number of brand stores and factory houses for which the company 

provides leases, the capitalized costs of which are included in Right of use of 

assets and operating lease liabilities. Considering this note, we believe it is 

appropriate to forecast growth in capital expenditures as a percentage of total 

revenues, because we believe the company's growth will result in capital 

expenditures that are directly proportional to revenues. We used the average 

value of the PPE in relation to the revenues of the years 2018, 2019, 2020 

as the ratio for estimating the PPE, because the company with the plan 18- 

23 intended to improve capital expenditures, and thus the years 2018-2019- 

2020 can provide us with a reliable estimate of the PPE trend. We can see 

that capital expenditures will settle at 4.2 % of revenues in 2025 and 3.4 

% of revenues in 2032 over the course of the estimated years. This final 

figure shows that Capex is on track to meet the company's long-term goal of 

bringing Capex to 3.5 % of revenues. 

 

 

 
Exhibit 31: Capital Expenditure 2016-2032 Source: Company Analysis 
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Exhibit 32: UA vs Peer Cash Conversion 

 
 
 

3.4. Working Capital Management 

 
Given the nature of the company's business, we can say that "DIO" (Days 

of Inventories Outstanding) has a significant impact on the result of the Cash 

Conversion Cycle. Indeed, Under Armour, as a retailer, has a high DIO. 

To effectively evaluate the company's performance, we compared its DIO, 

DPO, and DSO values to those of its main competitors, including Nike, 

Adidas, Puma, Asics, Fila, and Lululemon. According to our analysis, Under 

Armour is more efficient than its competitors in terms of cash generation, as 

measured by the cash conversion cycle. (Exhibit 32). In 2020, Under 

Armour's Cash Conversion Cycle is 93.5 days, which means that UA will 

generate cash nearly 21 days sooner than competitors, who average 114.9 

days. We expect UA to be able to create liquidity in just 92 days beginning in 

2021, ensuring greater liquidity strength in operations management because 

of investments made as part of the restructuring plan. This will be primarily 

due to a reduction in DIO, which will fall from 141 to 119.28 days between 

2020 and 2021. We calculated the latter as the average DIO value for 2018, 

2019, and the third quarter of 2021. We did not include 2020 in the average 

value calculation because the various closures slowed product sales, 

resulting in a lag in inventories sales. We used the same approach as DIO to 

estimate the average value for 2021 for DPO. Beginning in 2021, UA will 

reduce DPO slightly while remaining above competitors. DPO in 2021 is 

expected to be around 75 days, down from 91 days in 2020 but still higher 

than the competitors' average of around 61.6 days. This decrease is 

consistent with pre-covid figures and demonstrates how deferring payments 

allowed for adequate liquidity to be maintained to address the pandemic in 

2020. DSO will be realigned with the pre-pandemic period, with a DSO of 47 

days in 2021 compared to 49 in 2019. This will allow UA to reduce the 

number of days it takes to collect money from its customers. 

 

Exhibit 33: UA Net Working Capital Source: Company Analysis 

 
Source: Company Analysis 

Cycle 
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4. VALUATION 

 
We determined the company's ultimate value by discounting the sum 

of the company's cash flows from 2022 to 2032 using the WACC 

method. We chose DCF as the valuation model because we believe the 

company will not significantly change its target capital structure from 2022 

onwards, effectively making DCF the most appropriate model. Our 

forecasting period is divided into two sections: Period 1, which covers the 

years 2021–2025, and Period 2, which covers the years 2026–2032. In 

Period 1, we assume the company will implement its expansion strategy; in 

Period 2, we assume the company will stabilize its growth and realize the 

benefits of its expansion strategy and business model optimization, resulting 

in a decrease in Capex and an improvement in the Cash Conversion Cycle. 

This is further demonstrated by the Free cash flow trends, which show that 

despite the increasing trend, the company will have negative Cash Flows in 

period 1. While the company will continue to generate positive Cash flows in 

Period 2, it will begin to generate positive Free Cash flows. Using the year 

2032 cash flow we calculated the terminal value applying the terminal growth 

rate of 1,37%. Therefore, we arrived at a terminal value of 5.067 million of 

dollars and an enterprise value of 5.580 millions, and both subtracting the 

company’s financial debt and adding the non-operating enterprise value we 

get 6.438 millions of dollar as equity value. 

 
 
 

 

Exhibit 34: UA Current Ratio from 2021- 
2032 

Source: Company data and Analysis estimate 

 
Exhibit 35: UA Quick Ratio from 2021- 
2032 

Source: Company data and Analysis estimate 

4.1. Capital structure 

 
• Liquidity Ratio 

 
Under Armour looks quite comfortable from a liquidity point of view. The 

company ended the second quarter with third quarter of 2021 with current 

operating assets of $1,905.148 million that is sufficient to meet Current 

Liabilities of $1,212.7 million, of the respective quarter. As a matter of fact, 

the Current Ratio of UA accounts for 1,44 (Exhibit 34). From analysis this 

value will slightly increase reaching 1,57 in 2032 due to an increase in Current 

Assets as Operating cash and Account receivables. Based on these current 

ratio values, we can conclude that the company is in a state of financial 

equilibrium, as a current ratio greater than one indicates that the company 

is able to meet its short-term obligations in future years using its short-term 

assets. Our assessment of the positive financial balance is reinforced by the 

Quick Ratio and Cash Ratio values, which range from 0.84 to 0.86 and 0.87 

to 0.90, respectively, over the forecasted years (Exhibit 35,36). This 
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Exhibit 36: UA Cash Ratio from 2021-2032 

 

Source: Company data and Analysis estimate 

demonstrates that the company will be able to meet almost all its short-term 

liabilities using cash reserves rather than selling inventories and by lowering 

the average DPO. However, the excess cash reserve is not entirely positive 

because the company could invest its cash reserve in additional investment 

opportunities to increase ROIC, but only if the investment opportunities have 

a ROIC greater than their cost of funding, which in our case should 

correspond to the cost of equity when the investments are funded solely with 

cash. 

4.2. Return on invested Capital and growth rate (ROIC) 

 
Analyzing the Core ROIC (t-1) for the year 2019, we can see that the 

company's expansion process in 2018 produced encouraging results, with a 

core ROIC (t-1) of 7.09%. However, we believe that the 2020 Core ROIC(t- 

1) is misleading because the company was unable to operate at full capacity 

due to closures, resulting in low sales numbers that harmed the company's 

operations and operating results. Turning to the Core ROIC forecast data, we 

can see that the company's expansion, combined with the lack of significant 

restrictions, will result in a positive Core ROIC(t-1) during the period 2021- 

2025, with values ranging from 6.4% to 7.2%. By interpreting these values, 

we can see that the company generates value during the time period under 

consideration, as the WACC, at 5.53%, is lower than the forecasted Core 

ROIC(t-1). Based on these findings, we believe the company should 

postpone dividend payments until 2023 to reinvest profits and fuel growth. 

The perpetual growth rate, on the other hand, is the rate at which Under 

Armour will grow in perpetuity, and it is 1.37%. The value obtained is the 

product of the terminal ROIC, which is 5.92%, and the terminal 

Reinvestment Rate, which is 33.98%. This value indicates that growth is 

lower than the real GDP, which is 1.6% according to the CBO, implying that 

the company will need to implement a new growth strategy after 2032 to 

ensure business continuity. 

4.3. Weighted Average Cost of Capital (WACC) 

 
The cost of equity was determined using the Capital Asset Pricing Model. 

We used the current yield on 10-year US Treasury bonds as the risk-free 

rate, resulting in a value of 1.44%. We used KPMG's December 2021 

recommendation of 5.00% for the Market Risk Premium. The Levered 

Beta was calculated by regressing the company's monthly closing prices 

against the SP500's six-year monthly performance. A levered beta of 0.95 

was obtained. On the other hand, the regression has a standard error of 
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Exhibit 37: WACC computation 

 

 
 

Source: Company data and Analysis estimate 

 

0.19 and a 95% confidence interval. As a result, the levered beta value may 

range between 0.59 and 1.96, resulting in an inaccuracy in the model. To 

deal with this problem, we conducted a competitive analysis of four market 

leaders: Lulemon, Nike, Adidas, and Puma. We unlevered these companies' 

betas based on their capital structure, obtaining a median unlevered beta of 

0.81. This value demonstrates the sportswear industry's lower volatility than 

the economy. This data demonstrates how demand for sportswear and 

sports products is not perfectly proportional to the state of the economy. 

Indeed, even at the peak of the pandemic, the majority of the population 

made time for physical activity, demonstrating how sport has evolved into a 

critical component of mental and social well-being. The unlevered Beta was 

re-leveraged at current Under Armour's market D/E ratio, which amounts to 

19%. We believe the company's debt-to-equity ratio will remain relatively 

stable starting from 2022 onwards, as management has no intention of 

changing substantially the capital structure. Furthermore, as demonstrated 

by the model, we believe the company can maintain its current steady 

growth without significantly altering its capital structure. 

We obtained the cost of equity and WACC using the resulting parameters, 

which have values of 6.18 % and 5.53 %, respectively. 

4.4. Cost of debt 

 
To estimate Under Armour's cost of debt, we analyzed the semestral “UA 3 

1/4 06/15/26” bond due June 2026. According to Bloomberg data, the Bond 

will still have 1643 days before maturity with a coupon rate of 3,25%. We 

considered the actual UA’s S&P rating of BB, a 1-Year Default Probability 

of 0,0086% and a Loan Recovery rate attested to 54,00%. Using a 2,83% 

Yield to Maturity rate (YTM) we have been able to compute the cost of debt, 

subtracting at the YTM the product of Loan recovery and Probability of 

Default. The final cost of debt resulted then to 2,83%. 

 
 
 

 
4.5. Multiple Valuation 

 
A second approach was utilized to estimate Under Armour's performance 

in addition to the DCF Model. In this chapter, we'll use the Multiples 

Approach to analyze the firm, which helps us to better grasp market 

perceptions of UA's worth in contrast to other companies in the sportswear 

sector. Before moving on Under Armour multiples valuation, it is important to 

analyze the financial health of its most direct peers. For this study we took 

into consideration companies as Nike, Adidas and Lululemon. 
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These are not only the sportswear firms that, like UA, offer their items at 

greater costs, but they also have strategies that are similar to the one 

described earlier in this research. As a result, the four of them may be 

classified as premium firms that are now competing for market share and 

revenue both locally and worldwide. With relatively comparable business 

divisions, structures, and tactics, this research provides an overall picture 

of how the market views premium sportswear. 

Exhibit 38: Multiple valuation 

 
Maximum 9,33 38,16 227,61 62,64 

75th Percentile 7,21 33,14 150,94 56,19 

Average 4,30 25,91 81,09 41,84 

Median 2,71 25,02 43,66 40,37 

25th Percentile 2,18 19,11 29,96 28,22 

Minimum 1,88 16,12 27,75 25,38 
 

 
 
 
 
 
 
 
 
 

 
Due to the significant disparities 
in EV/EBIT multiples we focus 
our attention on the P/EPS 

Source: Company data and Analysis estimate 
 

To evaluate Under Armour we used the Enterprise value to EBIT and the 

Price to Earnings per Share (P/EPS) ratios. Regarding the first one after 

computing the average of this ratio for the chosen peers, we got 81,09x. This 

ratio is by far distant from UA’s one mainly because of the high differences 

there are between EV and EBIT of peer companies taken into consideration 

(Exhibit 38). 

Due to large outliers in terms of size, a distinct business concept, and 

significant difference in multiples, the relative value does not yield a 

relevant conclusion. 

However, while analyzing the P/EPS ratio, UA present a multiple of 25,38x, 

which here, it is not so far different from the Adidas one. As we did for the 

other ratio, we computed the peers one and we calculate the average. In this 

case we obtained a multiple value of 41,84x, which is aligned with the value 

of the Company and the peer’s one. Using the value of UA’s actual earnings 

per share, which account for 0,81, we obtained a share price of $33,9, 

completely in line with the prognostic of Under Armour being undervalued. 
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4.6. Sensitivity Analysis 

 
As changes in variables may have a significant impact on Under Armour’s 

valuation, we are doing several sensitivity analyses to determine the impact 

that changes in input variables can have on the outcome of our valuation. To 

begin, we examine the effect of various beta and loan cost values on the 

WACC. We employ the top and lower bounds of our beta regression analysis 

to provide an appropriate range of beta values. We chose the risk-free rate 

of 1,44% as the lower end of our range for cost of debt and our computed 

cost of debt of 2,83% as the upper bound (Exhibit 39). 

 

Exhibit 39: Impact of Beta and Cost of debt on WACC Source: Company data and Analysis estimate 

 

 

Another significant factor is the Terminal growth rate. The growth rate is 

calculated by multiplying the reinvestment rate by the Return on New Capital 

Invested “RONIC". To obtain a relevant range of terminal growth rate testing 

values, we alter different reinvestment rates and RONICs according to our 

forecasted values. 

We conduct a sensitivity analysis of Under Armour's Share price in relation 

to various WACCs and Terminal Growth rates after carefully considering 

these fundamental inputs. (Exhibit 40) 

 

 

Exhibit 40: Impact of Terminal Growth Rate and 
WACC on Price Share 

Source: Company data and Analysis estimate 

 
 
 
 

This research presents a range of possible prices for Under Armour's stock. 

When we examine these statistics more closely, we discover that the median 

is $23,9, the lower quartile is $19,64, and the higher quartile is $31,18. This 

supports our price recommendation, given that our target price is between 

the lower and higher quartile. 
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4.7. Valuation Outcome 

 
Considering the 10 years forecasted period followed by perpetuity from 

2032 onwards, with a WACC of 5,53% and a Terminal Growth rate of 

1,37% the DCF Model gives a share price value of $29,69 for the fiscal 

year 2022, resulting in a potential upside of 44,4%. Thus, considering the 

price resulted with the Multiple valuation ($33,9), is completely in line with 

our vision of growth for the company. Both prices, considering the actual 

price of $20,56 show that Under Armour as a company is undervalued. Our 

recommendation is to BUY UA’s shares as for our opinion they will increase 

in values until the end of December 2022. 
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FINANCIAL STATEMENT 
 

Consolidated Income Statement  
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Consolidated Balance Sheet  
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Consolidated Statement Cash Flows 
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Disclosures and Disclaimers 

 
Report Recommendations 

 

Buy Expected total return (including expected capital gains and expected dividend yield) 

of more than 10% over a 12-month period. 

Hold Expected total return (including expected capital gains and expected dividend yield) 

between 0% and 10% over a 12-month period. 

Sell Expected negative total return (including expected capital gains and expected 

dividend yield) over a 12-month period. 

 
 

This report was prepared by Fabio Di Giovanni, a Master in Finance student of Nova School of Business and 

Economics (“Nova SBE”), within the context of the Field Lab – Equity Research. 

This report is issued and published exclusively for academic purposes, namely for academic evaluation and 

master graduation purposes, within the context of said Field Lab – Equity Research. It is not to be construed 

as an offer or a solicitation of an offer to buy or sell any security or financial instrument. 

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who 

revised the valuation methodology and the financial model. 

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE 

understanding that Nova SBE, the author, the present report and its publishing, are excluded from the 

persons and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its 

faculty and the author of this report have not sought or obtained registration with or certification as financial 

analyst by any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her 

academic supervisor is registered with or qualified under COMISSÃO DO MERCADO DE VALORES MOBILIÁRIOS 

(“CMVM”, the Portuguese Securities Market Authority) as a financial analyst. No approval for publication or 

distribution of this report was required and/or obtained from any local authority, given the exclusive academic 

nature of the report. 

The additional disclaimers also apply: 

 
USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the 

author of this report are to be qualified as an investment adviser and, thus, registration with the Securities and 

Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary. 

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports. 
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Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading 

Act), this entity is not required to register with or otherwise notify the Bundesanstalt für 

Finanzdienstleistungsaufsicht (“BaFin”, the German Federal Financial Supervisory Authority). It should be 

noted that Nova SBE is a fully-owned state university and there is no relation between the student’s equity 

reports and any fund raising programme. 

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be 

a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior 

authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively 

academic purpose and, as such, was not prepared by way of business. The author - a Master’s student - is 

the sole and exclusive responsible for the information, estimates and forecasts contained herein, and for 

the opinions expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE 

and its faculty have no single and formal position in relation to the most appropriate valuation method, 

estimates or projections used in the report and may not be held liable by the author’s choice of the latter. 

The information contained in this report was compiled by students from public sources believed to be reliable, 

but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept 

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content. 

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering 

and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova 

SBE are not responsible for updating this report, and the opinions and recommendations expressed herein 

may change without further notice. 

The target company or security of this report may be simultaneously covered by more than one student. 

Because each student is free to choose the valuation method, and make his/her own assumptions and 

estimates, the resulting projections, price target and recommendations may differ widely, even when referring 

to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to 

significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as 

the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report. 

Any recipient of this report should understand that statements regarding future prospects and performance 

are, by nature, subjective, and may be fallible. 

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the 

target company and/or security, namely the possible exchange rate risk resulting from the security being 

denominated in a currency either than the investor’s currency, among many other risks. 

The purpose of publishing this report is merely academic and it is not intended for distribution among private 

investors. The information and opinions expressed in this report are not intended to be available to any 

person other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this 

report, students did not have in consideration the specific investment objectives, financial situation or 
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particular needs of any specific person. Investors should seek financial advice regarding the appropriateness 

of investing in any security, namely in the security covered by this report. 

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion 

about the target company and its securities. He/ She has not received or been promised any direct or indirect 

compensation for expressing the opinions or recommendation included in this report. 

The content of each report has been shown or made public to restricted parties prior to its publication in Nova 

SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty 

members for students’ academic evaluation. 

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and 

companies, through donations, or indirectly by hiring educational programs, among other possibilities. Thus, 

Nova SBE may have received compensation from the target company during the last 12 months, related to its 

fundraising programs, or indirectly through the sale of educational, consulting or research services. 

Nevertheless, no compensation eventually received by Nova SBE is in any way related to or dependent on 

the opinions expressed in this report. The Nova School of Business and Economics does not deal for or 

otherwise offer any investment or intermediation services to market counterparties, private or intermediate 

customers. 

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous 

consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE 

may decide to suspend this report reproduction or distribution without further notice. Neither this document 

nor any copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than 

Portugal or to any resident outside this country. The dissemination of this document other than in Portugal or 

to Portuguese citizens is therefore prohibited and unlawful. 
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