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Lululemon Overview (NASDAQ: LULU) 

• Luxury Athletic Apparel 
Retailer

• Founded in 1998 in 
Vancouver 

• Calvin McDonald, CEO
• 440 stores worldwide
• Current share price: 

$230.881

• $3.58B in revenue 
• 15,700 employees

Sources: Lululemon 10-K, Lululemon, 1As Of 12/9/19 2



Competitive Rivalry
• Medium
• Increasing number of competitors
• Key competitors are Nike and Athleta
• Competes on price, quality, performance 

Supplier Power
• Medium to High 
• 65 suppliers
• Sources 30% of fabric use (the Luon fabric) from one Taiwanese 

manufacturer that also produces it for other companies (Nike, UA)

Buyer Power
• Low 
• Positioned as a higher-end product: offers less sales and discounts 

compared to competitors

Barriers to Entry
• Medium
• Names its fabrics and trademarks them
• Innovative fabrics

Threat of Substitutes
� Very high
� Athleisure is more popular
� Casual apparel and footwear industry competition
� Many similar brands

Industry Analysis

Source: IBISWorld

• Very saturated and competitive market
• Macroenvironment of healthy lifestyle and work-life balance
• Characterized by strong brand loyalty
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Apparel, Accessories and Luxury Goods



• Direct Competition

• 73,000 employees

• ´deliYerV innoYaWiYe prodXcWV, e[perienceV and 

VerYiceV Wo inVpire aWhleWeVµ

• Broad products types

• Global recognition

• Revenue to increase by 7%

• Direct Competition

• Gap has 135,000 employees

• ´deVignV cloWhing WhaW inWegraWeV performance and 

Wechnical feaWXreV for acWiYe Zomen and girlVµ

• New subsidiary of Gap since 2008

• Started in 1998

• Revenue projected to increase

Sources: Nike Annual Report, Athleta Annual Report 

Competition
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Income Statement

Source: Lululemon 10-K 5



Income Statement Analysis

Source: Lululemon 10-K

• Revenue Growth = (3,288,319/2,649,181)-1 =24.1% 
� Company generating more money from sale of 

services/products

• Operating Income (EBIT) Growth = (705,836/456,001)-1 =54.8% 
� Whether compan\·s effectiYel\ managing costs & generating 

revenues

• Earnings Per Share (EPS) Growth = (3.63/1.90)-1 = 91.1%

• Gross Profit Margin =(1,816,287/3,288,319) =55.2% 
� For every dollar generated in sales, Lululemon has ~55 cents left 

over to cover basic operating costs & profit

• Operating Profit (EBIT) Margin = (705,836/3,288,319) =21.5% 
� For every dollar generated in sales, Lululemon has ~22 cents left 

over to cover non-operating expenses & profit

• Net Income Margin = (483,801/3,288,319) =14.7%
� For every dollar generated in sales, Lululemon has ~15 cents left 

over in profit 

Income statement metrics help us understand how the company is making their money 
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Growth Metrics Ⱥ UsefXl to 
compare with multiple companies 
within an industry & over time

Margin Metrics Ⱥ HoZ effectiYe 
firm is in any given year at managing 

specific costs & line items



Balance Sheet 

Source: Lululemon 10-K 7



Balance Sheet 

Source: Lululemon 10-K 8



•Current Ratio = CA/CL = 1,429,282 /500,477 = 2.86
•How easily a company can cover current expenses with assets on hand
•Lululemon can easily fund its CL, but may be keeping cash for other purposes 

• Return On Equity (ROE) = Net Income/Shareholder·s EqXit\ = 483,801 /
1,445,975 = 3.3%
·MeasXre of efficienc\ Zith Zhich a compan\ emplo\s its shareholders· capital

• Return On Assets (ROA) = Net Income/Total Assets = 483,801 /2,084,711 = 
2.3% 

• MeasXre of compan\·s profitabilit\ 
• Debt-to-Equity = Total Liabilities/Shareholder·s EqXit\ = 638,736 / 1,445,975

= 0.44
• MeasXres the amoXnt of LT debt financing relatiYe to eqXit\ in a firm·s capital 
structure 
• D/E <1, assets financed more with equity instead of debt 

Balance Sheet Analysis
Balance sheet financial metrics help us determine the financial health of the company 

Source: Lululemon 10-K 9



EPS Growth
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Key Statistics

Lululemon has 
consistently 

outperformed 
the S&P over 
the past year

Sources: CapIQ, Yahoo Finance, Morningstar

Valuation
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2018 EPS: $1.19

2019 EPS: $3.61

• 10-year average annual shareholder 
return of 34% compared to industry 
average of 14%

• Company experienced 20% revenue 
growth in company-operated stores

• EPS grew 90% over the past year  



Source: CapIQ

Lululemon Public Comparables
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Latest Market Cap Enterprise Value Price/Earnings
Company Name Ticker Close Price $MM $MM LTM NTM LTM NTM NTM
Columbia Sportswear 
Company COLM $92.50 $6,246 $6,435 2.1x 2.0x 12.6x 12.3x 18.9x
Hanesbrands Inc. HBI 15.07 5451 9475 1.4x 1.4x 8.8x 8.7x 8.6x
Under Armour, Inc. UAA 18.89 8166 9049 1.7x 1.7x 23.2x 19.5x 44.1x
PUMA PUM 75.14 11235 11883 2.1x 1.8x 21.1x 14.7x 33.7x
Adidas ADS 311.54 60789 63052 2.5x 2.3x 16.5x 15.1x 26.2x
NIKE, Inc. NKE 93.49 145943 149120 3.7x 3.5x 26.2x 26.0x 30.6x

75th Percentile $48,400 $50,260 2.4x 2.2x 22.8x 18.4x 32.9x
Mean 39,638 41,502 2.3x 2.1x 18.1x 16.1x 27.0x
Median 9,701 10,679 2.1x 1.9x 18.8x 14.9x 28.4x
25th Percentile 6,726 9,156 1.8x 1.7x 13.6x 13.0x 20.7x

Lululemon Athletica LULU $225.69 $29,402 $29,477 8.2x 7.16x 32.8x 27.83x 44.93x

EV/Revenue EV/EBITDA

Margins
Company Name Ticker LTM NTM LTM NTM LTM NTM LTM NTM EBITDA
Columbia Sportswear 
Company COLM $3,005 $3,170 $510 $522 13.0% 42.1% 17.0%
Hanesbrands Inc. HBI 6984 6846 1082 1085 4.5% 0.5% 15.5%
Under Armour, Inc. UAA 5216 5481 395 464 0.8% 22.0% 7.6%
PUMA PUM 5784 6475 564 807 17.7% 25.6% 9.7%
Adidas ADS 25380 27564 3831 4177 6.0% 26.0% 15.1%
NIKE, Inc. NKE 39829 43003 5695 6466 6.9% 4.6% 14.3%

75th Percentile $20,781 $22,384 $3,144 $3,404 11.4% 25.9% 15.4%
Mean 14,366 15,423 2,013 2253 8.1% 20.1% 13.2%
Median 6,384 6,660 823 946 6.4% 23.8% 14.7%
25th Percentile 5,358 5,729 524 593 4.9% 9.0% 10.9%

Lululemon Athletica LULU $3,581 $4,116 $876 $1,059 22.6% 25.6% 25.1%

Revenue ($MM) EBITA ($MM) Revenue Growth EBITDA Growth

Fair Value Current Price 
P/E EV/EBITDA EV $143 $231

75th 32.9x 22.8x $22,646
Median 28.4x 18.8x $18,673
Average 27.0x 18.1x $17,978
25th 20.7x 13.6x $13,508

Lululemon 2019E Implied Valuation



Investment Opportunities

Self-Care Product Line 

Source: Lululemon.com 

Professional Clothing Line

Athletic Event Sponsorship

• Expand upon current offerings

• Establish Lululemon as a major player 

in the self-care industry 

• Develop new clothing line for the 

modern workplace

• Suits, Blazers, Slacks, and Blouses

• Partner with major athletic contests 

around the world 

• Marathons, Yoga Retreats, Cycling Races
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Investment Opportunities

• 349 stores in NA 
• 89% of total revenue

• 91 stores outside of NA
• 11% of total revenue

• Many competitors have large international distribution networks 

Net Revenue: 

Source: Lululemon Annual Report

Expand Outside of North America
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Investment Risks

• Potential risks surrounding brand name 

• Technical athletic apparel industry is highly competitive

• Business model is very dependent on economic activity

• Potential failure in accurately predicting customer trends and 

innovation opportunities 

• Material and designs are not protected through patents 

Source: Lululemon 10-K 14



Investment Recommendation

Source: Lululemon 10-K

We belieYe the stock·s performance ma\ begin to decline dXe to sloZ 
expansion into European markets, direct competition with Nike in the 
running and training categories, and low brand awareness among male 
consumers  
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• Current P/E: 44.93x

• EPS x P/E: $3.61 x 44.93 = $162.20

• Current Stock Price: $230.88

• Overvalued: ~42% 

We recommend selling the stock within the next year

Target Price: $162.20


