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  Growth prospects within main segments of 

business 

 Generating momentum towards the holiday season 

with “Week of Greatness” 

  Record setting financial performance will continue 

into 2016    

 

Company Description: 
  

Foot Locker Incorporated is an athletic retailer that operates stores largely in the United States, Europe and Australia. 

Primarily based in shopping malls, the company provides athletic footwear and apparel through its different banners 

which include Foot Locker, Lady Foot Locker, Kids Foot Locker and Champs Sports retail stores as well as their direct 

to consumer website, Footlocker.com/Eastbay. 
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Thesis 

 

The third quarter was an extremely tough time for the 

retail sector as a whole. Company’s like Macy’s and 

Nordstrom were not exempt from disappointing Q3 

earnings and have caused investors to panic about the 

sector as a whole. Even in times of market uncertainty, 

FL is a very strong investment based on the following: 

emphasis on growth and improvement in the main pillars 

of their business, increased product offerings and 

celebrity partnerships for the holiday season and 

consistently strong financial performance.   

 

Segment Growth  

 

FL has identified four main pillars within their business 

that they are actively seeking to expand and improve 

upon. FL’s management team has identified their Kids 

segment, European segment, apparel offerings and 

Women’s segment as key opportunities to drive growth 

by the end of 2016. If the company is able to implement 

the changes to successfully improve upon these areas of 

the business, FL is a stock to watch out for in the next 

12 months. 

 

Currently FL has 370 Kids locations which accounts for 

about 11% of the company’s total stores. FL plans to 

boost this number to 510 stores by the year 2020 by 

growing the brand both domestically and internationally 

Management plans to create a more fun and exciting 

environment for families in their physical locations as 

well as online. FL has emphasized their plan to rapidly 

expand their store feature, “Fly Zone”. FL, in 

conjunction with Nike and Jordan, has developed Fly 

Zone which is inspired by today’s most popular athletes 

and brings their stories to life through customized 

displays and experiences. FL views expansion into their 

Kids segment as a value creating investment for the firm 

because younger shoppers are more likely to make the 

transition from FL Kids to FL in the near future. FL has 

implemented the strategy of developing brand loyalty to 

its customers at a very young age which will extremely 

beneficial in both the near and long term. 

 

FL views Europe as a key target to drive growth for the 

company. Although the company has established 

strongholds in parts of the continent, there are still many 

countries in Europe that FL has little to no presence in. 
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FL has identified running, basketball and lifestyle as the 

three key product categories that will help them increase 

their brand recognition in Europe. FL also plans to 

develop the capability for significant digital growth in 

Europe by creating more targeted mobile advertising in 

untapped markets. FL currently has 19 international 

locations and plans to increase this number to over 60 

stores by 2020. FL plans to use its expansion into 

Europe to become one of the major players in the region 

and thus increase brand awareness even further. 

 

One of management’s primary missions in 2015 has been 

to enhance FL’s apparel offerings available to consumers. 

FL plans to increase their apparel offerings with the 

intention of increasing number of items per transaction 

therefore increasing total sales. FL has highlighted a 

strategy that will allow them to partner with brand name 

vendors, like Nike and Under Armour, in order to 

deliver premium product lines that are differentiated 

from competition and vertical retailers. These 

partnerships coupled with private label assortments will 

help FL reduce lead times and stay current on emerging 

trends in fashion. 

 

FL has merely scratched the surface on offerings geared 

toward its female customers. FL has identified its women 

segment as a key growth driver for the upcoming 

quarters. The company plans to aggressively develop 

SIX:02 as its primary women’s brand into 2016. 

Launched in 2012, SIX:02’s unique design was the first 

to offer women a broad choice of athletic wear in an 

environment created solely for females. The store 

features specific fitting zones and areas for female 

customers to find the exact fitness pants, sports bras, 

tops and footwear for their body type, activity and style. 

FL plans to build the overall awareness of its SIX:02 

brand by clearly defining their customer base and 

understanding her needs, delivering a strong service 

model catering towards women and establishing national, 

market and outreach programs. Currently, FL operates 

35 SIX:02 stores and plans to dramatically increase this 

number by the end of 2016.  

 

Holiday Season 

 

FL is preparing for the approaching holiday season with 

the launch of its fourth annual Week of Greatness. The 

Week of Greatness features daily premium sneaker 

releases from some of the most popular brands in the 

world such as Nike, Under Armour and Jordan. Part of 

the main focus heading into holiday season is taking 

advantage of the high demand for retro footwear that 

currently exists in today’s sneaker world. FL is poised to 

take advantage of this rising trend and have a very strong 

holiday season. 

 

Along with their schedule of new footwear being 

offered, FL’s marketing strategy for Week of Greatness 

has not only increased the awareness of the campaign 

but also for the entire brand itself. FL has teamed up 

with superstars Steph Curry and Aaron Rodgers to 

release new commercials for Week of Greatness. Curry 

and Rodgers, two professional athletes at the pinnacle of 

their sports, will help the company propel itself to the 

main stream for the upcoming holiday season. In this 

industry brand recognition is paramount in order to 

separate from competitors. The ability to promote their 

brand at this crucial part of the year in will bring FL to 

the forefront of shoppers’ minds. Their new focus on 

increased apparel offerings, traditionally strong and ever-

growing footwear selection and their increased 

advertising with world class athletes sets FL up for an 

extremely strong Christmas season. 
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Financial Analysis 

 

The first two quarters of 2015 have been extremely 

strong for FL. Since the beginning of the year, FL has 

generated  

 

 

a company record of $303 million in net income. In the 

second quarter reported same store sales growth of 9.6%  

and EPS of $0.84, both beating analyst consensus 

estimates. The second quarter also saw the Lady’s 

segment  

increase same store sales for the sixth consecutive 

quarter – a feat that hasn’t been accomplished in the last 

decade.  

 

Many other retailers in the current environment have 

reported disappointing earnings for the third quarter due 

to above average temperatures and decreased foot traffic 

within stores. FL’s product mix coupled with its 

increased exposure to European markets will offset the 

negative performance of the entire retail sector. 

Although many of FL’s competitors generated revenue 

and EPS below expectations, most reported increased 

strength in the footwear segment, which bodes well for 

FL’s Q3 earnings. Additionally, On November 18, FL 

announced a quarterly dividend of $0.25 per share to be 

paid at the end of January 2016. This dividend payment 

along with the $76 million share repurchase earlier in the 

second quarter are positive signs for the coming months. 

The company’s strong performance to date in 2015 as 

well as its promising financial outlook for the remainder 

of the year leads to strong upside potential for the stock 

in the near future.  

 

 

Summary 

 

I am recommending a BUY on FL based on its strong 

growth trajectory and overall upside potential. Third 

quarter earnings will be released before the market opens 

on November 20th. This earnings report should act as a 

strong catalyst for the stock to gain momentum going 

into the holiday season. In conclusion, FL is an 

undervalued company that will continue to create 

additional value in 2016 and beyond.  
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