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Under Armour is a company that operates in the Apparel and Textile Products industry, they 
develop, market, and distributed products that they brand for men, women, and youth. They were 
founded in 1996 and by a former Maryland football player, Kevin Plank. Under Armour mainly 
focuses on footwear, athletic and lifestyle products. 

 
SELL 
Current Price:  $19.38 
Target Price:  $13.81 
Market Cap:  8.73B 
Beta:   -0.55 
EBITA Margin: 2.3 
Average Daily Volume: 3.107M 
D/E ratio: .41 
 
 

 
 

 
 

Thesis: Under Armour has consistently raised 
their revenue over the years but at the same time 
have accumulated more and more debt. As revenue 
has grown their net income has dropped 
substantially. Their cost of goods sold and SG&A 
expenses have both increased at a rate that is 
quicker than overall revenue. At the same time they 
are increasing inventory for products that are not 
being sold. From the way they have been 
conducting business and how they look to continue 
with their changes it seems they may need to play a 
lot of catch up before any upside and their stock 
price looks to have more room to decrease in value. 

Catalysts:  
• Short Term(within the year): $190 to $210 

million in restructuring costs. 
• Mid Term(1-2 years):Did not get Real 

Madrid partnership 
• Long Term(3+): decreasing demand in 

sector 
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Earnings Performance: 
 
From the 3rd quarter of 2017 Under Armour has decreased in revenue from $1.4 billion to $1.36 billion in Q4 
then to $1.2 billion in Q1 of 2018 and lastly to $1.17 billion in Q2. At the same time that their gross profit has 
decreased at the same rate. 

Over the last four quarters Under Armour’s EBIDTA margin has significantly decreased and is showing that 
they are projecting it to explode back up in the next quarter which seems unlikely. They had a margin of 2.3% 
the last quarter and from how operations are going they 
are likely to stay around that low area. Under Armour 
estimates earning for the next four quarters with the 
estimates of revenue to still go lower overtime. Also with 
net income it is projected to after a couple quarters of 
positive net income to again fall into the negatives. They 
get 76.5% of their net revenues from North America, 
9.4% from EMEA, 8.7% from Asia-Pacific, 3.6% front 
Latin America and 1.8% from their new program 
connected fitness. This is significant because as of now 
they are trying to get more business internationally but 
they also realize that North America is a big part of their 
business. Their revenue increase in the US was only 1.6% 
in the last year and even though it was 30.8% in EMEA, 
34.3% Asia-Pacific, and 7.3% in Latin America. These places do not help the case that they are not creating 
value in the place where they get more than 75% of their revenue. 
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Industry Outlook 
There are many threats to the apparel and textile industry as of now, the strengthening of the dollar is one of 
the main threats. Apparel and footwear brands have the biggest exposure to weakening when it comes to a 
strong US dollar, especially companies like Under Armour where 90% of their total stores are outlets. They are 
more likely to face pressure from tourism unlike mall based stores. Even though the ratio of tourists to domestic 
shoppers is usually small it still can have an effect on the overall performance of their revenues. A decrease in 
the value of foreign currencies to the dollar can eliminate the potential benefit. With an overall number of 
department stores tightening and even tighter inventory management in the ones that are surviving it adds 
pressure to companies’ wholesales. Sales to date from department stores are at about 12% which are down 
about 20% from a decade ago because of consumer’s preference to shop on off-price stores or to go to the 
stores website directly. This is also where Amazon comes into play. Amazon is expanding into the apparel and 
footwear business and with their unorthodox business model they could start to take away from business like 
Under Armour and others in the industry. The charts below show Under Armour’s sales in the US, and 
internationally. The chart on the left shows that UAA is performing under the Russell Textiles, Apparel & Shoes 
index and the S&P 500 Consumer Discretionary. 
 

 

Strategy/Competition 

Under Armour(UAA) sales are from three main categories; footwear, accessories and apparel with the 
addition of their newer line, connected fitness. These lines include products from basketball, running, 
football, and baseball products. They generate more than 60% of their sales through the wholesale business. 
Places like Cabela’s the Army and Air Force Exchange, and Dick’s Sporting Goods. UAA promotes their 
products by selling to high performing athletes and teams. They have sponsored players like Stephen Curry 
(NBA), Tom Brady (NFL), Andy Murray (Tennis), and George St-Pierre (MMA), and have just started a deal 
with Dwayne Johnson. As these may be considerable feats it still does not get rid of the fact that they are 
racking up more debt than the revenue they continue to bring in. Internationally they have sponsored and 
sold products to several European and Latin American soccer and rugby teams to “drive” brand awareness. 
UAA states that their main quarters that they produce the most revenue is in the last two quarters because of 
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their high priced cold weather products. But, at the same time they also expect their inventory, accounts 
payable, and certain accrued expenses to be higher in preparation for these quarters. After five years of 
growth Under Armour has got too comfortable. They slowed in sales because of reliance on basketball 
footwear, struggling retail stores, and not adapting to the changes in fashions. They now have responded with 
restructurings in mid-2017- early 2018 that sum to $200-$220 million... This is indicating that they may be 
depleting their inventory to cover their debt because the inventory is not selling. Their competitors including 
Columbia, Guess? Inc., G-III apparel, and bigger companies like Nike and Adidas all have been 
outperforming them. 

 

  

Profitability 

Under Armour went from a revenue growth percentage of 28% in 2015 to 21% in 2016, then all the way 
down to only 3.1% in 2017 and as of 6/30/2018 they are at 2.9%. As they continue their operations it’s weird 
to see that their capital expenditures are decreasing but UAA says they are improving their stores and have 
also opened more store locations. They went from being a profitable company with an operating margin of 
10.3 in 2015 to .60 as of 12/21/2017. From their current operations UAA has seen revenue coming in but 
their cost of goods sold and SG&A have been increasing right with their revenue. Over the last three quarters 
UAA has have EBIDTA margins of 3.4, 4.6, and 2.3 showing that as a company they are not producing 
earnings. As of now UAA has a return on assets of 1.59% and a return on equity of 3.28%. 
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 From the picture above you can also see that their ROIC/WACC is -0.61 which shows that this company is 
currently destroying value as they invest more capital. As a whole they are paying out more than they are 
earning on their investments but yet UAA still talks about investing more. If they want to become a more 
profitable company they need to start by fixing their ROIC before they invest more capital. This shows that 
the revenue increase that UAA had is inefficient because at the same time they have cost of revenue 
increasing at almost the same rate, also SG&A is increasing every year. All of this tied together at the same 
time as inventory continues to increase shows that UAA is not selling their products. As of 12/31/2017 UAA 
had a net income of -$48 million and LTM -$159 million. 

 

Debt 

In the most recent earnings call, David E. Bergman, talks about the financials of Under Armour. The total 
debt was down 18% to $779 million. Capital expenditures were down 59% to $34 million and inventory was 
up 11% to $1.3 billion. UAA’s 2018 outlook shows that they expect revenue to be up approximately 3% to 
4% with international growth of greater than 25% being offset by a low-to-mid single digit decline in North 
America. This can pose a threat because over 75% of their business is in North America. They expect third 
quarter revenue to be in-line to slightly down versus last year. Third quarter adjusted gross margin is expected 
to be down approximately 50 basis points due to continued inventory management action. The problem is 
still based on the portion of their ROIC/WACC which is -.61. They are still a value destroying company even 
with the lowering of their debt to $779 million. Also, when it comes to debt UAA has had total debt to equity 
on a steady increase since 2012. From 7.58 in 2012 to 45.43 as of the year ended in 2017. As their debt has 
been on a steady increase they still are not getting any return from their assets, equity or capital. 

 

 

 



 
! ! ! !

!

Conclusion 

Under Armour showed bad results for 2017 and have made very little improvement for the first two quarters 
of 2018. They are trending down compared to all of their competitors and they are below even the industry 
itself, they have many threats when it comes to the retail business at it is and the problems they have gotten 
themselves in with their debt do not help their case. As the price continues to drop the short interest is 
growing. It is now at 12.44 and there is a 20% short float even though there is low volume it still is indicating 
more seller positions. With the threats, the debt that was incurred, the amount of inventory that is not being 
sold, and the fact that they have a 
ROIC/WACC that is .61 I believe 
that Under Armour still has a lot of 
catching up and strategizing to do 
before they can see the price of their 
stock increase. I believe that Under 
Armour can find their way back to a 
strong company in the future but as 
of now they are in too deep with their 
financial troubles that they still have 
room to go down. Based on the 
picture of probability there is an 
upside probability of only 8% and can 
see the company decreasing in value 
from now until 2019. 
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