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Nike and The Other Guys 

 

The sportswear industry is a booming market with a few large entities and many 

small companies. The king of the sportswear industry is Nike. Bill Bowerman and 

Phil Knight founded Nike Inc. in 1964. Throughout the years, Nike has prided 

itself on being the innovators of the sportswear industry. This mission has 

continually put Nike steps ahead of its competitors. Its closest competition is 

Adidas, however, Adidas is slipping in sales, innovation and market share. No 

other sportswear company is anywhere near Nike’s revenues. Nike made 25.3 

billion dollars in 2013; Adidas made 14.5 billion.  

 

By The Numbers 

Nike had an outstanding quarter that ended in Sept. 2014, its quarterly earnings 

jumped to $.20 per share. On NASDAQ.com, they recommend a hard buy for 

Nike stock. They believe that by the end of 2015 Nike’s earnings growth will be 

20.24 percent. It estimates that Nike’s earnings per share will rise from 2.97 to 

3.57. Nike’s PE ratio for 2015 is 26.25, while the sportswear industry average is 

19.10. This means that investors believe Nike is outperforming its competition. 

The PE ratio is a popular ratio to compare a company with the industry it is in. 

When searching this same site for Adidas, there is no information for their 2014 

annual report. Nike has a return on equity of 24.6 percent, while Adidas is at 14.3 

percent. Currently, Adidas has a higher dividend at $1.50 while Nike’s dividend is 

at $0.93. Adidas also has a higher gross margin of 49.3 percent while Nike is at 

43.6 percent. Gross margin is calculated as revenue minus cost of goods sold 

divided by revenue. This means the higher the percentage, the more profit a 

company retains after paying the cost of selling its products. Adidas has a higher 

gross margin, however, this does not tell the whole story; Nike is still 



outperforming Adidas in profit. Nike made $12.2 billion in 2014 while Adidas 

came nowhere near that at $1.2 billion.  

 

Innovation 
In Nike’s 10-K 2014 annual report, there is an expense titled “Demand creation 

expense” this accounts for about 10 percent of its total revenues. This expense is 

for marketing and development of new products. This means this the expense is 

going back into the company. Nike is all about innovation, and with 10 percent of 

its revenue going back into the company for innovation, is why it is one step 

ahead of all of its competitors. That 10 percent equates to over $3 billion. It 

increased its demand creation expense by 10 percent from 2013, this means the 

more they grow, the more money they can put to innovation. Adidas marketing 

budget decreased in 2014, Adidas isn’t putting more money into its brand, it’s 

putting in less. In an article written by Andria Chen, she talks about where Adidas 

is stumbling and Nike is gaining. Nike has stolen Adidas market share in soccer, 

while Adidas is the official sponsor of the World Cup; Nike’s marketing campaign 

generated more online sales. Nike announced that more soccer players wore its 

cleats than any other company. Adidas has planned to move its headquarters out 

of Germany and into New York City. They believe that because its head quarters 

are so far away, it is hard to attract top designers. Not all analysts are buying 

Adidas explanation. “Adidas is not losing share because its headquarters is in a 

sleepy town,” said Hedgeye analyst Brian McGough. “If anything, we’d argue that 

its town is sleepy because the company is failing to drive the culture of the 

company. Nike is crushing it, and it’s based in Beaverton, Ore. — not exactly a 

cultural mecca. Adidas’s problem goes far beyond where people hang their hat.” 

 
Building a Brand 

The sportswear industry has many competitors, however, Nike’s market share is 

almost at 40 percent, and in second place is Adidas with around 20 percent. Nike 

has created a competitive moat around itself by buying out other smaller 



sportswear companies like Cole Haan, Converse, and Hurley; Along with owning 

their own brands like Jordan, Nike Golf and Nike Basketball. Adidas has done 

something similar with far less popular brands like Reebok and Rockport. Nike 

has also distinguished itself by building its brand image. Entrepenuer.com lists 

Nike as the seventh most trusted brand worldwide. In the article, it says that Nike 

has branded itself for the elite athlete all the way to an everyday person. Kevin 

Lane Keller, professor of marketing at Dartmouth, said, “When you’re innovative, 

consumers are more trusting because they think you know what you’re doing.” 

Their innovation is at the heart of Nike’s success, and that is why it puts 10 

percent of its total revenue for product development.  

 

Nonmarket Strategies 
Some nonmarket efforts Nike uses is, the use of patents. Nike has every product 

patented so that other sportswear companies cannot take their ideas and 

designs. Nike also builds its brand by the use of public relations. The Nike 

Foundation was created to not produce sales, but to create charities and give 

back to the world. Both Nike and Adidas have licensing contracts with 

professional sports association; Nike has the NFL, while Adidas has the NBA. 

Licensing is a huge step in creating a moat, this means consumers can only by 

their favorite players jersey through a single company. Celebrity endorsements 

have become an essential part to becoming a prominent sportswear company. 

Nike, Adidas and now Under Armor do this best. Nike has the most famous 

athletes endorsing and creating products. It has celebrity endorsements from 

LeBron James, Tiger Woods, Serena Williams, Kobe Bryant, Kevin Durant, and 

Michael Jordan. Adidas has far fewer celebrity endorsements with the most 

famous being Shaq, Damian Lillard and Derrick Rose. Under Armor has just 

signed Stephen Curry as their most prominent celebrity. The companies use 

these endorsements to validate their products. Consumers will think if it’s good 

enough for Lebron James, than it’s good enough for me. 

 



 
Conclusion 

When reading both Nike and Adidas annual reports, I saw how much better Nike 

is at running its business; almost every sector of Adidas annual report is in 

decline. Nike is growing and there are no signs of stopping, it is ahead of all of 

their competitors and everyone is playing catch up. From the articles I read, the 

only real threat to Nike is Under Armor, however, it only has acquired about 10 

percent of total market share.  The question is, would I invest my money into 

Nike? The answer, I already have money invested into Nike. I own 50 shares of 

Nike stock; its stock has risen exponentially in the past decade and continues to 

rise. Its projected stock price for the end of the quarter is over 110 per share. 

Nike’s dedication to innovation is the main reason for its performance. Innovation 

is equal to growth, and with a company dedicating itself to growth, that is a 

company I would bet my career and retirement savings on.  
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