
NIKE



NIKE
● Nike credit rating: 

A-
● 10-year bond yield 

(Nike): 4.92%
● Risk-free rate (10Y 

Treasury): 4.01%
● Equity risk driver 

(Beta): 1.32
● Nike WACC: 7.94%
● Long-term growth 

rate (g): 2.60%



NIKE + lululemon

● Implied purchase 
price (equity value): 
$23.585B

● Offer premium: 
1.23×

● Implied offer price: 
$190.30 per share

● Financing 
assumption: 100% 
debt

Nike is proposing a debt-financed 

acquisition of Lululemon at a defined 

premium.



NIKE + lululemon

● A- to BB+
● Deal financed with 

100% debt funding
● Implied 10-year 

borrowing rate: 
6.63%

● Financing impact: 
higher leverage 
lowers credit quality 
and raises interest 
costs

The acquisition increases debt, which weakens 

credit quality and increases borrowing costs.



NIKE + lululemon

● Nike standalone 
EBITDA (2030): 
~$10.2B

● Combined EBITDA 
(2030): ~$14.0B

● Incremental EBITDA 
gain: ~$3.8B 
annually

● Operating takeaway: 
significantly larger 
earnings base 
post-acquisition

Higher combined earnings help offset the increased 

financing risk from the debt-funded deal.



Should NIKE buy lululemon?

Pros Cons YES!
● Higher profit: EBITDA 

grows from ~$10B to 

~$14B post-acquisition.

● Greater scale: Larger 

combined business 

supports long-term 

growth.

● More debt: the 

acquisition is 

financed with 100% 

debt.

● Credit rating 

decline: increasing 

interest expense, 

higher borrowing 

costs

● Earnings gain 

offsets added 

debt.

● Bigger, more 

profitable 

company long 

term.

Even though the deal adds debt, the large increase in earnings makes the 

acquisition worthwhile under the case assumptions.
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