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Sneaker Wars: An Investment Perspective 
Nike, Under Armour, Adidas and The Battle for Sportswear Supremacy 
 
By Mansoor Zakaria, New Vernon Wealth Management 
 

s LeBron James and his Cleveland Cavaliers battle Steph Curry and his Golden State 
Warriors in the NBA finals fans will be cheering their favorite player/team.  In fact, 
by June 2, 2015, according to Facebook, 26 million people on the social media site 
had made over 165 million posts, comments and likes about the Cleveland 

Cavaliers and Golden State Warriors since the playoffs began on April 18. 
 
For investors though the Curry vs. LeBron match-up is a kind of proxy fight between their 
respective sponsors: Upstart, underdog Under Armour vs. Established Global King Nike.  
 
Well, in truth, it’s not much of a fight yet – since Nike is so far ahead. But don’t tell that to 
Kevin Plank, founder and CEO of Under Armour who started from his grandmother’s 
house in 1996 with $15,000 
and by 2015 had built a 
company valued at over $17 
billion. 
 
In many ways the differences 
between Curry and LeBron 
mirror the differences 
between Nike and Under 
Armour – well illustrated by 
the state of the freakishly 
popular and highly profitable 
basketball shoe market.  
 
Basketball footwear was up 
21% in the 12 months ending April 2014, according to The NPD Group. The dollar share of 
basketball-related footwear accounted for 25% of the $21 billion athletic footwear market 
in the U.S.  Most of these shoes sell for over $100. 
 
As the Washington Post reported, “The booming sneaker business has become an 
excellent way to make a profit. The shoes can be made relatively cheaply and en masse: 
Nike, for instance, crafts about 98 percent of its shoes and clothes overseas. The 
world’s sneaker kings also see little pressure to drop prices to compete with no-name 
knockoffs, because their shoes are marketed as the pinnacle of athletic function or 
fashion.”  
 
In this business, brands and stars really matter. 
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https://www.npd.com/wps/portal/npd/us/news/press-releases/basketball-shoe-sales-climb-despite-overall-decline-in-athletic-footwear-market/
https://www.npd.com/wps/portal/npd/us/news/press-releases/tis-the-season-for-basketball-footwear/
http://www.washingtonpost.com/news/business/wp/2015/03/17/how-sneaker-kings-are-fighting-to-win-the-war-for-americas-feet/
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LeBron has the best selling shoe by far, 
selling twice as much as the next best shoe. 
Nike sold $340 million worth of LeBron’s 
signature shoes in the last 12-months 
through January 2015, up 13% from the prior 
year, according to SportScanInfo.  
 
The NBA Finals present a high profile 
opportunity for Under Armour to present 
Steph Curry as the rising star with whom they can challenge 
Nike’s supremacy. With his MVP season, taking his team to the 
finals, interest in his “Curry One” shoe is rising fast, though not 

fast enough to challenge “King James.” 

Like Curry, Under Armour is an underdog in its battle with Nike -- the world’s largest 
sports brand, with $30.2 billion in 
sales. In basketball, Nike reigns 
supreme. It controls 93% of the 
basketball-shoe market in the 
U.S., according to research firm 
SportsOneSource.  
 
It is followed by Adidas – which 
has stumbled in the U.S.  
Adidas Basketball was set to 
take on Nike after signing 
Derrick Rose of Chicago Bulls 
to a $185 million contract three  

Source: Fortune Magazine 

http://www.forbes.com/sites/kurtbadenhausen/2015/03/18/lebron-james-is-nbas-top-shoe-salesman-with-340-million-for-nike-in-2014/
http://www.bloomberg.com/news/articles/2015-05-04/warriors-guard-curry-named-nba-mvp-houston-s-harden-second
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years ago. Rose was the upcoming star in 2012 when, at the age of 22, he became the 
youngest MVP in NBA history.  But then Rose suffered prolonged injuries that kept him 
out of action and out of mind.  To be sure, Adidas was hurt by other issues: product 
designs not well tuned to the US market, a complicated global management structure, 
challenges with its Taylor-Made golf business and the inability to strategically 
incorporate and position Reebok after acquiring the company for $3.8 billion. Most 
importantly, they were out-strategized and out-hustled by Nike and Under Armour – 
whose CEO called Adidas “our dumbest competitor.” 
 
Under Armour has had better luck. They took a chance on Steph Curry in 2014, and 
happily for them he has gone on to have a break out year in 2015.  
 
Founded as a sports apparel company, 
Under Armour only started making shoes in 
2010. In 2014, Under Armour’s footwear 
division generated $431 million in revenues, 
a 44% increase from the prior year. While a 
significant increase (albeit from a small base) 
it is a pittance compared to Nike’s footwear 
revenues of $16 billion in fiscal 2014.  Still, 
Under Armour’s goal is to build a billion 
dollar branded basketball business. 
 
Nike (including Jordan) also leads in the 
overall U.S. athletic footwear market with 62% 
market share. In the US, the three largest categories in sneakers are: Running, Casual 
and Basketball.  Internationally the only important businesses are Running, Casual and 
Football (or Soccer, as we call it in the U.S.). 
 
The global sneaker market was about $55 Billion in 2014, according to Forbes with $33 
billion or 60% outside the U.S.  Since 2004, the sneaker market in the US has grown 
nearly 30%, while the international 
sneaker business grew even faster at 
40+%.    
 
What’s driving the sports apparel and 
footwear business? 
 
Millennials (Americans between 18 
and 34 years) have become a key 
driver for the footwear market 
spending $21 billion last year, a 6%  

BASKETBALL(STAR BRAND SALES(($MM)
LeBron(James Nike $340.0
Kevin(Durant Nike $195.0
Kobe(Bryant Nike $105.0
Chris(Paul Nike/Jordan $32.0
Derrick(Rose Adidas $32.0
Carmelo(Anthony Nike/Jordan $30.0
John(Wall Adidas $8.0
Dwight(Howard Adidas $1.5
Kyrie(Irving Nike $7.0
Damian(Lillard Adidas $1.8
Steph(Curry Under(Armour N/A,( Intro'd(late('14
Source:(SportsScan(Info,(Forbes

Basketball)SIgnature)Shoe)Sales)2014

Shopping at the Flight Club, which bills itself as "the world's #1 sneaker 
marketplace” 

http://www.forbes.com/sites/kurtbadenhausen/2015/02/25/latest-derrick-rose-injury-is-devastating-blow-for-adidas-basketball/
http://blogs.wsj.com/corporate-intelligence/2015/02/05/under-armour-ceo-calls-adidas-our-dumbest-competitor/
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increase over the previous year — and three times as much as the total 
American footwear sales growth over the same time, data from market researcher NPD 
Group show.  
 
Millennials’ purchase of footwear that cost more than $100 beat the other categories, 
jumping 12% last year.  
 
“The entire millennial generation grew up wearing nothing but sneakers. Given their 
druthers, they’d probably only wanna wear sneakers today,” said Matt Powell , a sports 
industry analyst with the NPD Group. “Conspicuous consumption really comes into 
play here. There’s this prestige factor. If I can buy a pair of LeBrons, it means I’ve got 
$175 — and you don’t.” 

Evaluating Nike, Adidas and Under Armour as stocks 
 
If one had to characterize the investment position of the three leaders in the business: 
Nike is the blue chip stock, Under 
Armour is the growth stock and 
Adidas is the turnaround.  
 
As the market has risen, none of the 
stocks are particularly compelling 
from a value perspective currently.   
 
But there is an investment thesis for 
each of these stocks – and at the 
right price we might consider 
adding them to our portfolios. 
 
Our investment analyses on specific 
stocks are available to clients.  
 

Company Nike Addidas

Under1

Armour

Ticker NKE ADDYY UA

(in$$m) (in$$m) (in$$m)

Market1Cap 87,000111111 1 16,350111111 1 17,306111111 1

Revenues11 30,247111111 1 19,250111111 1 3,2481111111 1

Rev.1Growth1(Next1Year) 6.1% 6.9% 22.8%

Gross1Margin1% 45% 48% 50%

Net1Income 3,1381111111 1 85411111111111 21011111111111

Net1Cash 4,1101111111 1 R5821 R4451

EPS 3.55 3.89 0.96

EPS1Growth1(Next1Year) 11.4% 14.9% 32.2%

Forward1P/E 25.6 17.4 56.6

PEG 2.25 1.17 1.76

EV/EBITDA 15.8 9.6 26.7

Dividend1Yield 1.17% 2.46% 0%

A sampling of LeBron shoes on Amazon. Notice "No Discounts". 

- Source: Bloomberg 

https://www.npdgroupblog.com/millennials-urge-to-splurge-on-shoes/?utm_source=rss&utm_medium=rss&utm_campaign=millennials-urge-to-splurge-on-shoes#.VQctZo7F98E
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Disclosures 

 
Neither the information nor any opinion expressed in this document constitutes an offer by NV-WM to buy or 
sell any securities or financial instruments, or to provide any investment advice or service. The services, 
securities and financial instruments described in this document may not be suitable for you, and not all 
strategies are appropriate at all times. Opinions expressed are only our current opinions or our opinions as of 
the date noted in the document. The opinions expressed in this presentation do not involve the rendering of 
personalized investment advice, but are limited to the dissemination of general information on products and 
services.  Any stock or bond noted in the presentation is not, and should not be construed as a 
recommendation or rating to buy or sell any security.  Such stocks are intended for illustrative purposes only. 
Any graphs, data, or informational material in this document is considered reliably sourced, but no 
representation is made that it is accurate or complete, and should not be relied upon as such.  NV-WM 
assumes no liability for the content or presentation of sourced data.   
 


