Lululemon
Equity Research Division

Target Price: $ 239.50

Current Price: $ 323.25
Downside Potential: 26.9%

Recommendation: SELL
Investment Horizon: 1 Year

Vienna, June 12t 2020



https://www.whu.edu/en/

Team Overview

Team work makes the dream work

»

Viktoria Jakob
Weissova Ludescher
Head of Associate

Equity Research
= Task Distribution =  Multiple Analysis
= Story Guideline = Company Analysis
7 .
C 7#Bank Austria
I I UniCredit Group

ERSTESS

Group

= BSc. (WU) -4t Semester = BSc. (WU) — 8t Semester

X

easy2,tax EEeccer

Albert Laura Beatrice
Neuner Bachman Gosio
Analyst Analyst Analyst
Industry Analysis = Business Strategy = DCF
Company Analysis = Company Analysis = Key Financials
. . J .
Raiffeisen Bank <PF F
International HORNIG

CONTAX

MSc. (WU) — 4 Semester = BSc. (WU) - 8th Semester = BSc. (WU)

-2 - ©WUTIS



Agenda wlu]t]1]s]

T resmanimess
B e
O S
N T T

-3- ©WUTIS



Share Price Performance

Unjustifiable increase of 131% since mid-March amid COVID-19 crisis

6 : :
$350 (6] Share Price — Major Events

T = [1] March 2017 (-22.5%) - Lululemon warned

$300 that first-quarter sales would fall by 7%

(5]
= [2] August 2018 (+29.2%) - released
impressive quarterly results with 25% y-o-y
$250 [4] revenue growth and increased its full-year
guidance

(2]
= [3] November 2018 (-13%) — Decline coincided
$200 [3] with a sharp drawdown of the broader market

= [4] September 2019 (+6%) - Beating analyst
expectations by 5% in sales growth for its
second-quarter earnings and 35% growth in
11] men’s sales

$150

$100 = [5] March 2020 (-45%) — COVID-19 related
drop, closed all of its 353 stores in
North America and Europe, from March 16
through March 27
$50
= [6] March/April (+53%) Growing optimism on
the part of investors that COVID-19 effect

s won't be that large
RS
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Sources: Yahoo Finance (Weekly data from June 1, 2015 to June 5, 2020) -4 - owutis



Investment Thesis

ol s

Lululemon has to deliver outstanding results to meet investor expectations

®

. Financial
Valuation

performance

Stagnating
growth in core
market

Strong
reputation

Se
T
Long-term
effects of

COVID-19

(S

Fierce
competition

Lululemon has shown a strong financial performance with high cash
flows and no long-term debt

Over the past years the firm has built a strong reputation for
athletic apparel among women

Competition in the athletic apparel industry is fierce, especially with
huge competitors like Nike and Adidas

therefore negatively affect the company's performance

Stagnating same-store growth in the core market US

Valuation levels are not justified based on conventional metrics and
can only be explained partly by hype generated by “athleisure” trend

I COVID-19 might change consumer behaviour in the long-term and

Sources:
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Company Overview | -

Lululemon designs, distributes and retails athletic apparel

Business Description Founder & Management Team

= Lululemon athletica inc. is a designer, distributor, and retailer of
healthy, lifestyle-inspired athletic apparel and accessories with a
market capitalization of approx. USD 40bn

= The company operates around the globe and offers products for
women and men

Headquarters: Vancouver, Canada
@ Established: 1998, Vancouver, Canada

S Employees: approx. 19,000 employees as of February 2020

Dennis J. Wilson Calvin McDonald Julie Averill

A0 .
al IPO: 2007 at Nasdaq stock exchange Founder CEO & Director Executive VP & CTO
Key Financial Metrics Shareholder Structure
In $ millions FY 2016  FY 2017 FY 2018 FY 2019 5105 3:7%
Revenue 2,344.4 2,649.2 3,288.3 3,979.3 m Fidelity Investments 5.4%
% YoY growth 13.78% 13.00% 24.12% 21.01% Vanguard Group
. 5,9%

COGS 1,144.8 1,250.4 1,472.0 1,755.9 T. Rowe Price
% margin 48.83% 47.20% 44.76% 44.13% Jennison Associates 6,3% 13%37”‘” 50,9%
EBITDA 517.2 600.4 826.9 1,052.6 Black Rock 8 4% shares
% EBITDA margin 22.06% 22.66% 25.15% 26.45% WCM Investment ’
Net Profit 303.4 258.7 483.8 645.6 Dennis J. Wilson
% margin 12.94% 9.77% 14.71% 16.22% = Other 14,3%
Net debt (734.8) (990.5) (881.3) (353.5)

. 14,3% 85,7%
Equity 1,360.0 1,597.0 1,446.0 1,952.2

m Other mInstitutions

©WUTIS

Sources: Lululemon annual report 2019/20; S&P Global -7-



Company Overview Il wlu|r]:]s]

The firm offers premium priced products, sold mainly in their own stores to women

Business Model Strategy

The company

Lulul Prod ..and Omni-guest | Expanding into
ululemon roducts are opens new broadens its Product _ new markets
represents thus priced stores and . . . experience
; : : . product mix Innovation
the athleisure with a increases its
; ) ) to target more
lifestyle premium online
customers
appearance..
J
|—> Lululemon’s business model is built on the “athleisure trend” The Power of Three is the company's growth strategy until 2023
Sales Segment Split Product Split
Company-operated stores: _
TIY} 491 stores in 17 countries located in @
lifestyle centers, street locations and ah
malls Women
seasonalit
«, Direct to consumer: Strong online Total Lululemon offers apparel Py 47(3
Ny : revenue h as leqai h ° approx. 47%
.’ appearance through online shop, such as leggings, shorts, 1 o ¢
; FY 2019 . . of total sales
apps and online sports classes 3.979mn tops, jackets, and fitness- in 4th quarter
_ ' related accessories Men FY 2019
Other: Consists of outlet and
warehouse sales, temporary
locations, wholesale, license and
supply arrangements _ Other

Sources: Lululemon annual report 2019/20 -8- owuTis



Business Operations

High dependence on the US market as well as suppliers in Asia

ol s

25% m Vietham
Production = Cambodia
(39 suppliers) Sri Lanka
11% FY 2019 )
China
\‘ : 'I
-@- Other
— Lululemon has to make sure
............. that its suppliers stick to the
.................... Vendor Code of Ethics
------------------ 21% )
........................ . B Taiwan
305 ==0202929@ SNEAas898090909090 a8 90— Fabric
B Sourcing = Sri Lanka
Lululemon has patents on its (76 suppliers)
designs but sources fabrics FY 2019 China
2 from suppliers without long-
S term contracts Other
8
@
o
[%2]
g
9
n
63 .
Production 59% 41%
38 31 )
14 m Five largest producer m other
77 6 5 4 3 2 2 1 1 1 1
NN o Q~ o @ A e § Fabric sourcing 56% 44%
e N\ \e N
Ndies O\Z‘ v\> X N é\’ 0“’ {9 Q" @k 9$ \3 é((’ eO %0 m Five largest supplier m other

Sources: Lululemon annual report 2019/20 -9- owuTis



Company Analysis
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Lululemon — a successful company with underestimated weaknesses and threats

Strengths

= Strong reputation for athletic apparel
among women

= Constant innovation of sophisticated
fabrics and design

= Sound liquidity and no long-term debt on
balance sheet

= Successful brand ambassador program

= Rising global demand for sophisticated
sports apparel

= Increasing demand for athletic apparel due
to COVID-19 lockdown

= Men’s sportswear segment holds
untapped growth potential

= Untapped footwear market

Weaknesses

Stagnating same-store sales growth in the
company’s core market (US)

New store openings as the main growth
driver of revenues

Branding and store design is not appealing
to men

Online platform failed to deliver expected
performance in 2019

Slow international expansion, especially in
Europe

Business model is strongly dependent on
the athleisure trend

Strong dependence on 4t quarter

Loss of brand value

Changing consumer behavior might
make the athleisure trend redundant
Broadening the product range could lead to
loss of unique positioning

Increasing pricing pressure

COVID-19 impact on omni guest
experience

Strong dependence on third party suppliers
US-China trade disputes threaten
sourcing and expansion

Sources: Passport, Reuters

-10 -
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Industry Overview | wluln]t]s)

The sports apparel market is mainly driven by trends yet showing a declining growth rate

Sports Apparel Industry Description Development of the Sports Apparel Industry
= With 30%, North America accounts for the largest portion of the market 400 X mUS mChina = Global
= Premium athleisure is one of the biggest segments, consumers are !
demanding high quality and innovation 350 1 d CAGR: 2.4%
2 oo 1 Expecte 204
= In the entire industry, more than 75% of sales were generated offline in 300 . 4.5% i w
a CAGR: 4 181
2018 8 5o o s
= Marketing efforts focus strongly on celebrity endorsement on social 2 152 X
media = 200 !
= The Asian and especially the Chinese market offer huge growth 150 1
potentials for western brands. It is however a highly fragmented 100 :
market X
= Therefore, brand positioning is key to success in the industry 50 . . . l I ' I I I I
0
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Market share of sports apparel brands in the US Growth Drivers of the Sports Apparel Industry
20% 18%*
18%
16%
X [ W-
12% Athleisure Changing Rising health
10% trend fashion trends consciousness
8% 6%
6% 4%
4% 3% 204
204 l . COVID-19: Worldwide fashion and luxury sales are expected to
0% - decrease by 28-38% in 2020
Nike adidas Under Armour  Skechers lululemon

Sources: Lululemon annual report 2019/20; S&P Global; Grand View Research report 2019 -12 - owutis



Industry Overview Il
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The industry has been profiting from the global athleisure trend

The Athleisure Trend

Target Group of Athleisure Trend

14

The athleisure trend is a mix of sports and everyday clothes and
represents an active a healthy lifestyle

Outcome of Customer Survey in the US (2018)

Active and

Young .
sportive people

professionals

Upper

White collar middle class

professionals

Size of figures correlates with importance of customer group

Industry and Trend at a Glance

Other; 30% Nike; 27%

What's your
favorite sport
apparel

brand?
Lululemon; 3%
Under Armour; 14%
The North Face; 4%

No particular

Adidas; 10% favorite sports...

Lululemon tries to expand their (relatively narrow) target group
continuously, targeting new customer groups like men
_—

The athleisure trend is an important growth driver of the sports apparel
industry

The industry is dominated by Nike, Adidas and Under Amour, which are

the favorite brands of US customers
—_—

The market is growing and arguably the trend is here to last, but fierce
competition makes future double-digit growth extremely difficult

Sources: Statista, FBIC Group, Morningstar, lululemon annual report

-13 - ©WUTIS



Competitor Analysis

Competition in the premium priced sector makes double-digit growth difficult
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=

UNDER ARMOUR

Reebok

Performance Brand
A

V4

a?:l%ias"

© Columbia

M

Affordable
A

~iILA

I “m“*

v
Lifestyle Brand

SBATHLETA

Abercrombi & Fitch

y
pPadlid wniwaid

o

i
RALPH LAUREN

Premium priced performance brands

Dominated by well-known incumbents
Brands also strong in footwear market
(untapped from Lululemon)

2nd most important target market of
Lululemon

Premium priced lifestyle brands

Several companies try to capture market
share

Bigger than premium priced performance
Most important target market for
Lululemon

Relevant for Lululemon's outlet
Quality-wise similar to premium priced

Anta dominates Asian market
Market only somewhat relevant for
Lululemon’s outlet

Sources: Morningstar

-14 -
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Industry Analysis
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Fierce competition in the industry, yet strong brands have a competitive advantage

Negative correlation between size of
contractor and supplier

Most suppliers are substitutable

Vertical integration possible

Long-term agreements reduce bargaining
power of suppliers

End customers do not have any
bargaining power

Bargaining power only available within the
distribution channel (e.g. department
stores)

Medium threat of new entrants

Financial capital required to build a brand

= High market entry barriers like strong
competitors

= Comparatively easy to enter a niche

segment with successful marketing

Porter’s
Five
Forces

High threat of substitutes

= Infinite offerings of similar products

= All pricing categories available without
major quality differences

= Brand loyalty is the only customer
retention aspect

High rivalry among competitors

Limited product differentiation
Low switching costs

Price competition

(Rivalry of sourcing)

Sources: Morningstar
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Key Financials wlu]r]1]s]

Revenues are strongly dependent on in-store sales as well as the fourth quarter

Revenue Development by Segment Development of Cost Margins

4,5 mRevenue from operated stores  mOnline Other revenues mmmm COGS margin SG&A margin Revenue growth
40 0,3 60% 30%

3,5 0,3 50% 25%
2,0

3,0

2,5 0,2
0,5

15

1,1 . —_
40% 20%
B30% 15%
25 20% 10%
' 10% 5%
0.0 0% 0%

1,0
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

In USD bn
gins

Mar
UIM0I9) anuanay

0,5

Revenue Development by Quarter Development of Profitability Margins

*Q1 =Q2 =Q3 ~Q4 Gross margin ~ e====EBITDA margin === EBIT margin
1,8

1,6 60%

14 0 55,24% 55,87%
50% 52,80%
51,17%

1,2 0
20% 48,39%
1

0,8
30% 25,15% 26,45%
21,47% 21,70% 22,47%

In USD bn

0,8

0.5
08 20%

21,42% 22,38%

04 17,91% 17,96% 18,39%

10%
0.2 0%

0%
2017 2018 2019 2015 2016 2017 2018 2019

0

Sources: Lululemon annual reports -17 - owuTis






Valuation Summary
The intrinsic value derived from the DCF analysis concludes the target price of $ 239.50

ol s

Valuation Distribution

Decision Back-Up

Sensitivity Analysis

Target price

entirely concluded
by DCF analysis

No similar publicly-listed athletic apparel companies in the same stage
of company life-cycle could be found

EEE EE——

Therefore the CCA analysis concluded in significantly lower valuations
as multiples correlate with the expected growth rate of a company

EEE EE——

Within the DCF analysis different scenarios could be modeled which
makes the target price more accurate

EEE EE——

Equity Bridge

WACC
5.4% 5.6% 5.8% 6.0% 6.2%
250 247.8 230.1 214.6 200.9 188.8
§ 2.7% 263.6 243.6 226.3 2111 197.7
§ 2.9% 282.0 259.2 222.5 207.6
3.1% 303.6 277.2 254.8 235.5 218.8
3.3% 329.3 298.4 272.5 250.5 231.6

35

30

25

20

15

10

In USD bn except share price

Enterprise Value — Net debt = Equity Value

30,4286

Enterprise Value

-0,3535

30,7821

239.50

Net debt Equity Value Share Price

Sources: Team Analysis

-19 -
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DCF Analysis

With optimistic assumptions, the intrinsic value is still lower than the current price

Revenue Development Key Assumptions
mRevenue from operated stores  ®Online Other revenues .
12 Revenue development:
= Online sales grow considerably, making up 45% of the revenue in 2024
10 = The in-store revenue increases due to new stores all around the world
= Qverall growth based on expansion in Asia & EU and exploitation of US
< 8 0,4 market with experiential stores
B 6
ot 3,0 EBIT-margin:
£ 4 03 03 0.3 = Slow improvement due to reduction in COGS as a result of better
: 11 1,7 economies of scale
2 B3 38 = Minimal improvement of SG&A since the expansion into new market
21 2,5 2,5 ’ causes additional costs, compensating the low cost of the online
0 segment
2018 2019 2020 2021 2022 2023 2024
Free cash-flow analysis Key Inputs
2020 | 2021 2022 | 2023 | 2024 WACC (5.8%):
- - = Cost of Debt: 2.4%
Operating Profit 982,7 1.304,0 1.689,7 2.206,5 2.797,1 = Cost of Equity: 6.4%
Unlevered Taxes (290.3) (376,7) __(4674) _(573.7) _ (6993) . Eg‘r‘;‘:ﬂgﬁ Srg\;’,‘t:rt]”rr:t'e?go/g‘;;q“'ty
Net Operating 692,4 927,3 1.222,3 1.632,8 2.097,8 9 PeI
Profit .
+D&A 1483 1558 1808 2130 2623 P o
' ' ' ' ' = |n 2020 the company reduces capex to limit the impact of the COVID-19
+Non-Cash 22.8 20.1 36,1 437 53,3 crisis on its margins; in the long-term, capex will grow due to its store-
Expenses based expansion strategy
- Capex (223,3)  (405,7) (503,3) (706,1) (860,6) Net Cash:
Ugleelt/aelr\glg IC:CF (621365; (1564142 (1755;5) il(?slzég {1351433 * Lululemon has large cash reserves, (>1 bn FY 2019) and will manage to

maintain them in the future

Sources: Team Analysis -20 - owuTis



Reverse DCF

ol s

The company needs to open 610 stores to be in line with investors’ expectations

Revenue Base Case vs Reverse DCF

Market Share Assumption

mDCF Reverse DCF
18

16

14
11,9
12 10,8

10 91 8,8

6,8 7,2
5,8
4,5 1 I

2020 2021 2022 2023 2024
Required Store Openings

15,6

In USD bn

5

o N M O

2.2% 7.3%
market share market share

Store Comparison to Peers

200
180 173
160
140
120
100
80
60 51
40 36

21
20

2 ]
0

2017 2018 2019 2020 2021 2022 2023 2024

137 138 142

No of stores

-20

610 stores operating by 2024
Nike 1152 stores in 2019

@ 491 stores opened from 1998-2019
&

Lululemon has to achieve the level of Nike to meet investors
expectations

Sources: Team Analysis

-21 - ©WUTIS



Multiple Ratios Wl ]s)

Lululemon’s multiple ratios are substantially higher than those of its peers

70,00x mP/E mEV/EBIT EV/EBITDA Price/Book EV/Sales
60,00x
50,00x

40,00x P/E Average: 38.86x

ool | D D P P EV/EBIT Average: 34.15x
EV/EBITDA Average: 22.14x
20,00x
10,00x Price/Book Average: 8.19x
0,00x

H \ \{ EV/Sales Average: 2.9x
@ % UNDER ARMOUR aal CIS II““I"@ A”m .

Country Description Enterprise Value (000) P/E EV/EBIT EV/EBITDA Price/Book EV/Sales

Lululemon Athletica Inc. CAN é‘;%f‘jrse" Accessories and Luxury ¢4 713 100.00 1 63.06x 1 45.30x ] | 38.34x 20.85x 10.14x
| 1 |

NIKE, Inc. USA Footwear Producers $156,654,200.00 136.28x |l 30.91x | 27.33x 17.32x 3.88x
i I | |

Under Armour, Inc. USA g%%zrse" Accessories and Luxury ¢, 541 900,00 | 000X | 6L86X | | 10.38x 2.61x 1.07x
Apparel, Accessories and Luxury I Il I

adidas AG GER Goods ’ $53,620,300.00 |35.09x 1 27.97x| 21.20x 7.04x 2.28x

PUMA SE GER Footwear Producers $11,352,600.00 :50.03x I: 29.16xI 22.88x 5.28x 1.95x

ANTA Sports Products Limited CHN Footwear Producers $26,337,400.00 34.04x I 20.87x I 19.93x 8.71x 5.32x

| 1 !
Note: P/E multiple for Under Armour excluded because of a negative value -22 - owutis




CCA

The CCA concluded a significantly lower share price than the status quo

moEnn

Core Peer Group

® UNDER ARMOUR

T\ N

adidas

{
RALPH LAUREN

$Columbia

Sportswear

Abercrombie & Fitch

)]

Extended Peer Group

Implied Share price for Lululemon (Core Peer Group)

Equity Value EV/EBITDA | Equity Value
calculated with (0]0]0) (0]0]0] (0]0]0) share

Mean $23,303,315.97 $23,656,859.97 130365.377 $181.47
Median $22,309,669.54 22663213.54 130365.377 $173.84
calculated with 000 000 share

Mean $30,418,680.51 $30,772,224.51 130365.377 $236.05
Median $25,973,011.68 $26,326,555.68 130365.377 $201.94
calculated with 000 (0]0]0) share

Mean $11,532,018.74 $11,885,562.74 130365.377 $91.17
Median $9,078,918.05 $9,432,462.05 130365.377 $72.35

Market Cap. Enterprise Value| EBITDA LTM EBIT LTM Sales LTM EV/EBITDA EV/EBIT EV/Sales

LULU  Lululemon $40,713,100.00  $40,359,600.00 $1,052,551.00 $890,618.00 $3,979,296.00 38.34x 45.32x 10.14x
NKE Nike $156,654,200.00 $160,128,200.00 $5,860,000.00 $5,180,000.00 $41,274,000.00 27.33% 30.91x 3.88x
UAA Under Armour $4,041,800.00 $5,319,300.00 $274,520.00 $85,994.00 $4,992,650.00 19.38x 61.86x 1.07x
ADS Adidas $53,620,300.00 $57,073,000.00 $2,692,655.00 $2,040,328.00 $25,015,135.00 21.20x 27.97x 2.28x
PUM Puma $11,352,600.00 $11,867,700.00 $518,806.00 $406,945.00 $6,092,869.00 22.88x 29.16x 1.95x
SEHK _Anta $26,337,400.00  $26,113,700.00 $1,310,532.00 $1,251,370.00 $4,912,636.00 19.93x 20.87x 5.32x
Average $50,401,260.0 $52,100,380.00 $2,131,302.6 $1,792,927.4 $16,457,458.0 22.14x 34.15x 2.90x
Median $11,352,600.0 $26,113,700.00 $1,310,532.0 $1,251,370.0 $6,092,869.0 21.20x 29.16x 2.28x

Sources: Lululemon annual report 2019/20; S&P Global

-23-
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Risks

ol s

Main Risk Categories: Operational (O) — Market (M) — Political (P)

Ability to maintain the value and reputation
of the brand

Changing fashion and lifestyle trends

Fabrics and manufacturing technology are
not patented and can be easily imitated

Competitors withdrawing market share

Impact of COVID-19 on business activity

Probability

High

Medium

Trade restrictions hindering exporting and z
importing 3
Suppliers mainly located outside core
market (USA) Low Medium High
-
Impact
Sources: Team Research, Annual report Lululemon 2019/20 -25- owuTs
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Conclusion: Sell -

Despite promising developments, the current share price can only be justified by unrealistic growth

Lululemon share price performance

$350,00
$300,00
Challenges are - 26%
currently Downside
underestimated potential
by investors $250,00 Target price $ 239.50
The Company $200,00
Current is overvalued
Price
$ 323.52 $150,00
as of June 10
$100,00
$50,00
$_
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Appendix

Revenue forecast & DCF base scenario

Lutemon atnistcane. | avid o aoul ol sl avod aaaml azcalo

Annual Standardised in Millions of U.S. Dollars

Company operated stores 1616 1704 1837 2126 2501 300 567 627 972 3179 3778
% Growth 12% 8% 16% 18% -40% 3% 9% 11% 29% 19%
% Share of Revenue 74% 73% 69% 65% 63% 55% 53%
Direct to consumer 402 453 578 859 1138 455 350 510 2242 3004
vth 13% 27% 49% 32% 100% 40% 28% 35% 34%
pvenue 19% 19% 22% 26% 29% 39% 42%
143 187 235 303 340 44 79 85 132 375 408
31% 26% 29% 12% -35% 5% 9% 11% 10% 9%
% Share of Revenue 7% 8% 9% 9% 9% 6% 6%
Total 2081 2344 2649 3288 3979 800 996 10588 1614 5795 7190
0% 149 16 16" 625 249
Average square footage per store 2968 2941 3012 3030 3127 3383 3485
% Change -091% 2,41% 0,60% 3.20% 3,00% 3,00%
Average 1,51%
Sales per Square Foot 1541 1521 1554 1579 1657 o [¢] o] [4] [4]
% Change -1,30% 2,17% 1,61% 4,94% -100,00% 9,00% 3,00% 2,00% 2,00%
Average 1,89%
Number of stores 363 408 404 440 481 511 584 651 720 795
Store Growth 61 43 -2 36 51 20 73 87 69 75
Lululemon 40 31 46 36 51
lvivva 21 12 -48 o] -2
Revenue in mn 1816 1891 2105 2544 66 3179 3778 4389 5082

lulemon Athletica in
DCF Model

Discounted Cash Flow Analysis
WACC
Terminal Growth Rate

Free Cash Flow to Firm (FCFF)
Operating Profit

660

24

369,0 421,1 487,2 704,5 890,6 982,7 1.304,0 1.689,7 2.206,5 2.797,1
Unlevered Taxes (102,4) (119,3) (142,0) (224,0) (251,8) (290,3) (376,7) (467,4) (573,7) (699,3)
Net Operating Profit 266,6 301,8 3452 480,5 638,8 692,4 927,3 12223 1.632,8 20978
+D&A 73,4 87,7 108,2 122,5 161,9 148,3 155,8 180,8 213,0 262,3
+Non-Cash Expenses 6,7 12,3 29,2 6,8 31,7 22,8 29,1 36,1 43,7 53,3
-Capex (143,5) (149,5) (157,9) (225,8) (283,0) (223,3) (405,7) (503,3) (706,1) (860,6)
-Delta NWC (286,7) 3,9 (41,4) (20,9) (133,6) (23,5) (161,6) (150,4) (151,4) (191,4)
Unlevered Free Cash Flow (83,5) 256,2 2833 3631 4158 616,5 5449 7855 1.032,0 1.361,3
Terminal value
Year 1 2 3 4 5 5
UFCF 616,5 5449 785,5 1.032,0 1.361,3 35.566,99
PV FCF 582,76 486,87 663,50 824,02 1.027,46 26.843,988
Enterprise value 30.428,59
+Cash 1093,5
-Debt (152,00)
Equity Value 31.370,1
Shares Outs 131,0
| NPV/share 239,5 |
Sources: -29 - owums



Appendix

DCF model base scenario

Luluiemon Athietica nc 0 I P P P P ™ I I I I

Income Statement
Annual Standardised in Millions of U.S. Dollars

% I P ™ P P ™ ™ I ™

Period End Date 31-Jan-2016  29-Jan-2017  28-Jan-2018 03-Feb-2019 02-Feb-2020
Revenue 1797 2 20605 23444 26492 32883 39793 4 466.,8 57954 71902 8 826,1 10 758, 1
Growtt 14,65% 13,78% 13,00%  2412%  21,01% 12,25% 29,74% 24,07% 22.75% 21,89%
883 10634 11448 12504 1472,0 17559 1 965 2 550 3092 3 ?0? 4 411
49,13% 51,61%  4883%  47,20%  4476%  4413% 44,00% 44,00% 43,00% 42,009 41,00%
Gross Prort 9142 997,1 11996 130938 1816,3 22234 25014 40984 5 119,1 63473
% of revenue 50,87% 4839%  51,17%  5280%  5524%  5587% 6,00% 57,00% 59,00%
SelllnngeneraIfAdmln Expenses, Total 5381 628,1 7785 9116 11118 13328 151871 194147 240871 291260 3550,18
% of revenue 29,94% 30,48%  3321%  3441%  3381%  3349% 4,00% 33,50% 33,50% 33,00% 33,00%
EBIT 376.1 369.0 4211 4872 7045 890.6 9827 1.304.0 1 689 7 22065 27971
InteresUInvestment Income - Operating 0,0 0,0 0,0 (7,3) (1,4) 1,5 0,0 0,0 0,0 0,0 0,0
% of r 0,00% 0,00% 0,00% -0,28% -0.04% 0,04% 0,00% 0,00%
0,0 0,0 0,0 38,5 0,0 0,0 0,0 0,0 0,0 0,0 0,0
0,00% 0,00% 0,00% 1,45% 0.00% 0,00% 0,00% 0,00%
" 376,1 369,1 4212 456,0 705,8 889,1 938,0 1217,0 1 509,9 18535 22592
20,93% 17,91% 17,97% 17,21%  21,46%  22.34% 21,00% 21,00% 21,00% 21,00%
7.1 (0,6) 16 40 9,4 8.3 8.3 7.2 8.8 10,8
0,40% -0,03% 0,07% 0,15% 0.29% 0,21% 0,10% 0,10% 0,10%
3832 3685 4227 460.0 7153 897 4 960.4 15459 18976 23130
21.32% 17,86% 18,03% 17.36%  21,75%  2255% 21,50% 21,50% 21.50% 21,50%
1441 1024 1193 142,0 2240 251,8 290,3 5737 99,3
8,02% 4.97% 5,09% 5,36% 6.81% 6,33% 6,50% 5,50% 6,50% 6,50%
" 239.1 266.0 3034 318.0 4913 6456 670.0 10785 13239 16137
13,30% 12.91% 12,94% 12,00% 14.94% 16,22% 00% 5,00%
0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
0,00% 0,00% 0,00% 0,00% 0.00% 0,00% 0,00% 0,00%
4 2391 266.,0 3034 3180 4913 6456 670,07 869,3 10785" 13239" 16137
13,30% 12,.91% 12,94% 12,00% 14,94% 16,22% 15,00% 15,00% 15,00% 15,00%
0 0,0 0,0 (59,3) (7.5) 0,0 0,0 0,0 0,0 o,o 0,0
0,00% 0,00% 0,00% _2.24% -0.23% 0,00% 0,00%
Net Income 239.1 266.0 3034 258.7 4838 6456 sro o 8693 10785 1 323 9
% of re 13,30% 12.91% 12.94% 9.77% 14.71% 16,22% 15,00¢ 15,00%

Sources:

-30 -
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Appendix ....

DCF model base scenario

Balance Sheet
Annual Standardised in Millions of U S_ Dollars

Period End Date 31-Jan-2016  29-Jan-2017  28-Jan-2018 03-Feb-2019 02-Feb-2020
Assets ($ Millions)
Cash and Short Term Investments 564,5 501,5 7348 990,5 861.,3 1093,5 2001,3 26071 4110,4
Cash & Equivalents 564,5 501.,5 7348 990,5 861,3 1093,5 2001,3 26071 4110,4
% of total it assets 69,87% 54,69% 63,20% 68,96% 61,66% 60,48% % 70,38% 73,34%
Accounts Receivable - Trade, Net 13,7 13,1 92 19,2 358 40,2 591
Total Receivables, Net 13,7 131 9.2 19,2 358 40,2 59,1
1,44% 1,43% 0,79% 1,34% 2,50% 2,22% %
208,1 284,0 298,4 3296 4048 518,5
7 sets 21,88% 30,97% 25,66% 22,95% 28,32% 28,68%
Prepa\d Expenses 40,5 118.4 120,3 89,2 106,8 155,5
% of total current assets 4 26% 12 91% 10 35% 6 271% 747 % 8, 60%
Other Current Assets, Total 241 — - 79 0.5 0,2
it asset: 2,53% 0,00% 0,00% 0,55% 0,03% 0,01%
Total Currerlt Assets 951 917.0 11827 1436.3 14293 1807.9
PropertyIPIanb‘Equwpment Total - Gross 354.4 553.4 701,8 817.4 9725 1883,0
% of total asse 27,34% 42 11% 42,34% 40,90% 46,65% 57,38%
PropertnyIanUEquwpment, Total - Net 296 3496 4235 4736 567.2 13614
% of total asset 22,84% 26,60% 25,55% 23,70% 27.21% 41, 49%
Accumu\ated Depreciation, Total 58,4 (203.8) (278,3) (343.7) (405.2) (521.7)
% of L -16,48% 36,83% 39,66% 42,05% 41,67% 27, 71%
Goodw”l MNet 26,2 23,8 24,2 246 242 24.4
% of tot 3 2,02% 1,81% 1,46% 1,23% 1,16% 0, 74%
\ntanglbles MNet 0,9 0,3 0,1 0,0 0,0
% of total asset 0,00% 0,07% 0,02% 0,01% 0,00% 0,00%
Deferred income tax asset 16 0,0 0,0 0,0 0,0 0,0
% of total asset 30,65% 0,00% 0,00% 0,00% 0,00% 0,00%
Other Long Term Assets, Total T 227 46,7 63,9 64,0 87.6
% h 0,54% 1,73% 2,82% 3,20% 3,07% 2,67% 6
Total long term assets 3452 600,38 773.0 906.0 10607 1995.0 1 669.6 1919.7 2 ?35 4
Total Assets 1296,2 1 314,1 1 657,56 1998,5 2 0847 32814 3 951,97 4 845,33 5 946,15 7 295,33
Liabilities ($ Millions)
Accounts Payable 9,3 10,4 24,8 246 95,5 80,0 80,8 104,8 1271 1523 181,3
Accrued Expenses 52,2 111,6 1071 1415 2101 359.1 359.1 359,1 3591 3591 3509,1
Income Taxes payable 20,1
MNotes Payable/Short Term Debt 46,3 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Other Current liabilities, Total 32 103.6 109.5 126.5 1949 181.3 181.3 181.3 181.3 181.3 181.3
Total Current Liabilities 159.9 225,5 241.4 2926 500,5 620,4 5212 645.2 667.5 692.7 7217
Total Long Term Debt 0,0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Income Tax 36 10,8 7.3 1,3 14,2 43 4 434 434 43 4 43 4 434 "
Deferred Income Tax - LT Liability 3.6 10,8 7.3 1.3 142 43,4
Other Liabilities, Total 43,1 50,3 48,9 1076 1240 665,3 6653 6653 6653 6653 6653
Other Long Term Liabilities 43.1 50,3 48.9 107.6 1240 665,3
Total Liabilities 206.6 286.6 2976 4015 6387 13291 13299 13539 1376.2 1401.4 14304
Shareholders Equity ($ Millions)
Preferred Stock - Mon Redeemable, Net ] 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Common Stock, Total 0,7 0,6 0,6 0,6 0,6 0,6 0.6 0.6 0.6 0.6 0.6
Additional Paid-In Capital 2417 2455 266,6 2843 3153 355,5 355,5 355,5 355,5 355,5 355,5
Retained Earnings (Accumulated Deficit) 1020,6 1019,5 12942 14550 13469 182067 249067 335007 443857 5762,4" 7 376.1
Other Equity, Total -173.4 (238.2) (201.5) (142.9) (216.8) (224 6) (224 6) (224 6) (224.6) (224.6) (224.6)
Total Equity 1089.6 1027.5 1 360,0 1597.0 1446.,0 19522 262212 349143 4 569,96 5 893,87 7 507,59
Total Liabilities & Shareholders' Equity 12982 13141 1657.5 19985 20847 32814 3 951.99 4 84533 594612 7 295 31 8 937 95

Sources: -31- owuTis



Appendix

DCF model base scenario

Cash Flow
Annual Standardised in Millions of U.S. Dollars

Period End Date 1-Jdan-2016 29-Jan-2017 28-Jan-2018 03-Feb-2019 02-Feb-2020

Cash Flow-Operating Activities ($ Miflions)

Met Income/Starting Line 2390 266,0 303.4 2587 4838 645.,6 670,0 869,3 10785 13239 16137
Depreciation/Depletion 58.4 734 87.7 108.2 1225 161,9 148.3 155.8 180.8 2130 2623
Deferred Taxes 21 11,1 (17.6) (11,4) 16,8 241
MNon-Cash ltems 6,801 6,7 12,3 29,2 6.8 31,7 22,8 291 36,1 43,7 53,3
Unusual ltems 0,0 0,0 17.8 (14,9) (1,9}
Other Non-Cash ltems 6.8 6,7 12,3 11,4 21,7 33,7
Changes in Working Capital 8.655 (59.7) 0.6 104.6 112.9 (194.1) (23.5) (161.6) (150,4) (151.4) (191,4)
Cash from Operating Activities 315.,0 297,5 386,4 489,3 742.8 669,3 817,50 892,59 1 145,03 142921 1 737,87
Cash Flow-Investing Activities ($ Millions)
Capital Expenditures -119.7 (143.5) (149.5) (157.9) (225.8) (283 O) (223.3) (405.7) (503.3) (706.1) (860,6)
Other Investing Cash Flow ltems, Total (9] 0,0 0.0 {(15.5 {(17.0) 0.0 0.0 0.0 0.0 0.0
Cash from Investing Activities -119.7 (143.5 (149.5 {(173.4) (242.8) (2?8 4) (223.3) {405.7) {503.,3) (706.,1) (860,6)
Cash Flow-Financing Activities ($ Millions)
Financing Cash Flow ltems -2,059 1.7 27 2.4 81 (3,8) 2,0 2,0 2,0 2.0 2.0
Issuance (Retirement) of Stock, Net _147.4 (274.,2) (29.3) (100,3) (598.3) (173,4) (147.0) (30,9) (36.2) (43.7) (50,1)
Cash from Financing Activities -149.459 (272.,5 (26.,6) (27,9 (590.,2) (77.2) {(145,0) (28.,9) (34.2) (41.7) (48,1)
Foreign Exchange Effects 79.8 (44,6) 231 37.6 (19,0) (1,6) 1.0 (0,4) 1.7) (2.3) (4,9)
Met Change in Cash 342 (163,0) 233 4 2557 (109,2) 2122 450,2 457.6 605.8 6791 8242
MNet Cash - Beginning Balance 698.6 664,5 501.,5 7348 990.5 881.3 10935 15437 20013 26071 32862
Met Cash - Ending Balance 664.5 501,5 7348 990,5 8813 10935 154377 20013 2 6071 3 2862 4110.,4
Cash Interest Paid 0.1 52 0,0 1.4 0,3
Cash Taxes Paid 113.5 132_4 137.8 177.0 305.5
Net Changes in Working Capital (59.7) 1046 1129 (194,1)
scmeawes | ol od o ol ol ol ol ol o o] o

PP&E Schedule

Opening Balance 296.0 349.6 423.5 4736 567.2 1 361.4 1482.5 1 557.6 1 807.5 2 130.1 2 623.1
Less- Depreciation (58.4) (73.4) (87.7) (108,2) 122 5) (161,93) (148.3) (155.8) (180.8) (213.0) (262.3)
Plus: Capex 1197 143.5 149.5 157.9 225.8 283.0 2233 4057 503.3 T06.1 860.6
Plus:- Other Met Additions (7.7} 3.8 (11.7) 43.9 690.9
Closing Balance 3496 423 5 4736 567 2 361.4 1482 5 1 5576 1807 5 2 1301 2 623 1 3 221.5
PP&E on Balance Sheet 349.6 A423.5 A¥3.6 567.2 361.4 1482.5 1 557.6 1 807.5 2 130.1 2 623.1 3 221.5
Debt Schedule
Debt Opening - - - - - - - - - -
Issuance (repayvment) - - - - - - - - - -
Debt Closing = - - - - - - - - -
Interest Expense - - - - - - - - - - -
Interest Rate - - - - - - - - - -
Net Working Capital
Receivables 13.1 36,7 47 .6 59.1 T2.5 B88.4
Inventory 284.0 546.3 T21.0 882.2 1 045 4 12499
Pavables 10.4 80.8 104.8 127 .1 152.3 181.3
Met Working Capital 286.7 502.2 663.9 814 2 965 .6 1157.0
Change in NWC 2867 23.5 161.6 150.4 151 .4 191.4
Change in Accouts receivables 3,49 (10,92) (11,48) (132,45) (15,88)
Change in Inventories (27,800 (174,71) (151,18) (163,23) (204,47)
Change in payables 0,77 24,02 22,27 25,28 28,93
Change in NWC (23,55) (161,60) (150,38) (151,39) (191,43)
Sources: -32- owutis



Appendix

DCF optimistic scenario & WACC calculation

ol s

e NP S M s P A P s S M M M P

Discounted Cash Flow Analysis Cost of Eqwty
WACC 0,
Terminal Growth Rate Risk-free 0,66%
beta 0,89
Free Cash Flow to Firm (FCFF) Equity premium 6,01%
Operating Profit 369,0 421,1 487,2 7045 890,6 1098,3 14325 1790,7 24055 3186,3 N o
Unlevered Taxes (102.4) (119,3) (142,0) (224.0) (251.8) (310,4) (388,0) (485.0) (601.4) (739.7) Cost of Equity 6,04%
Net Operating Profit 266.6 301.8 345.2 480.5 638.8 787.9 10446 13057 1804,1 2 446,7
+D&A 73,4 87,7 108,2 1225 161,9 148,3 166,9 1919 2250 276,5 Uni d Bet 083
+Non-Cash Expenses 6.7 12,3 292 6.8 317 236 287 35,8 44,4 52,9 nlevered Beta :
-Capex (143,5) (149,5) (157,9) (225,8) (283,0 (334.3) (417.8) (522,3) (740,1) (910,4) Levered Beta 0,89
-Delta NWC (286.7) 39 (41.4) (20,9) (133.,6) (58.2) (146.8) (179.4) (149.1) (211.7)
Unlevered Free Cash Flow (83.5) 256.2 283.3 363.1 415.8 567.3 675.4 831.8 11843 1654,0
Cost of Debt
Valuation Date Terminal Value Senior Note 3157%
0,
Year Frac 1.00 200 3.00 400 5.00 500 After Tax 3%
UFCF 567.3 675.4 8318 11843 1654.0
PV FCFF 536,3 603,5 702.6 9456 12483 294005 Deb_T 152000 000,0
Equity 1952218 000,0
Enterprise Vi 334367
+Cash 10935
_Debt 0 Cost of debt 261%
Equity Value 34 530,2 % of Debt 7,22%
i 9
Shares Outs. 131 000 000,0 Cost of equity 6,04%
% of Equity 92,78%
NPVi/share 263.6 WACC 5,79%
5,00%
Financial Ratios
Revenue Growth (% Change) 14,65% 13,78% 13,00% 2412% 21,01% 20,00% 25,00% 25,00% 24,00% 23,00%
Gross Profit Growth 20,43% 7.65% 9.22% 17.72% 19,29% 19,66% 25,00% 25,00% 18,36% 20,07%
EBITDA Growth
EBIT Growth -1,89% 14,12% 15,70% 44.60% 26,42% 23,32% 30.43% 25,00% 34,33% 32,46%
Net Profit Growth 11,25% 14,06%  -14,73% 87.01% 33,44% 10,95% 25,00% 25,00% 24,00% 23,00%
Gross Margin 50,87% 48,39% 51,17% 52,80% 55,24% 55.87% 54% 54% 54% 54% 54%
EBITDA Margin
EBIT Margin 20,93% 17.91% 17.96% 18,39% 21,42% 22.38% 21,00% 21,00% 21,00% 21,00% 21,00%
GOGS Margin 49,13% 51,61% 48,83% 47.20% 44.76% 44.13% 46,00% 46,00% 46,00% 46,00% 46,00%
SG&A Margin 29,94% 30,48% 33,21% 34,41% 33,81% 33,49% 33,50% 33,50% 33,50% 33,50% 33,50%
Other Operating Income Margin 20,93% 17.91% 17.97% 17.21% 21,46% 22,34% 20,00% 20,00% 20,00% 20,00% 20,00%
Financial Income Margin (% of ST Investments)
Financial Costs Margin (% of adj. Liabilities)
Depreciation & Amortization (% of PP&E Opening) 16.48% 13,24% 12,49% 13,24% 12.60% 8.60% 10% 10% 10% 10% 10%
Non-Cash items (% SG&A) 1,26% 1,07% 1,58% 3,20% 0,61% 2,38% 2% 2% 2% 2% 2%
Tax Rate (% GOG) 37.60% 27.79% 28.22% 30,87% 31.32% 28.06% 28% 28% 28% 28% 28%
Accounts Receivable Days 2,78 2,32 1,43 2,65 3,97 3,69 3,00 3,00 3,00 3,00 3,00 2,81
Inventory Days 86,02 97,48 95,14 96,21 100,38 107,78 101,46 103,20 104,15 102,94 103,43 99,40
Accounts Payable Days 3,84 357 7,91 7,18 23,68 16,63 15,00 15,00 15,00 15,00 15,00 11,79
Change in Goodwill 40,00% 40,00%  -40,00% 20,00% 20% 0% 20% 0% 20%
Change in ST Assets 26,79% 23,53% -0.49% 26.,49% 20% 20% 20% 20% 20%
Change in LT Other Assets 105,73% 36,83% 0,16% 36,88% 30,00% 30,00% 30,00% 30,00% 30,00%
Change in Intangible Assets -67% -67% -100% " #DIN/O! 0% 0% 0% 0% 0%
Cash Capex (% of Revenue) 6,66% 6,96% 6,38% 5,96% 6,87% 7.11% 7.00% 7,00% 7.00% 8,00% 8,00%
Sources: owums
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Reverse DCF
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DCF Model

ol s

Discounted Cash Flow Analysis

wacc .578%%
Terminal Growth Rate o 29%
2016,0 20170 2018,0 20190 2020,0 2021,0 20220 20230 20240 20250
Free Cash Flow to Firm (FCFF)
Operating Profit 369,0 4211 4872 7045 8906 11715 16381 21786 30918 43619
Unlevered Taxes {102,4) (119,3) (142,0) (224,0) (251,8) (331,1) (443,6) {590,0) (773,0)  (1012,6)
Net Operating Profit 266,86 3018 3452 480,5 6388 8404 11944 158886 23189 33493
+D&A 73,4 87,7 108,2 122,5 161,89 1483 169, 199,9 2435 3143
+Non-Cash Expenses 8,7 12,3 29,2 6,8 317 252 32,8 43,6 57,1 724
-Capex (143,5) (149,5) (157,9) (225,8) (283,0) (356,5) (477.8) (635.,4) (951,3)  (1246,3)
-Delta NWC (286,7) 3,9 (41,4) (20,9) (133,6) (94,0) {209,1) (268,3) (250,9) (374,4)
Unlevered Free Cash Flow (83,5) 256,2 2833 363,1 4158 563,3 7094 9284 1417,2 21154

Valuation Date Terminal Value

Year Frac 1,0 2,0 3,0 4.0 50 50
UFCF 563,3 7094 9284 14172 21154

PV FCFF 633,9 7841 11318 1596,6 10999 383889
Enterprise \ 43001,128

+Cash 1093,5

-Debt 740,0

Equity Value 42117 68

Shares Out: 131000000

NPV/share

Sources: -34- owuTis



Appendix

Reverse DCF

Lululemon Athletica inc.

Financial Ratios

Revenue Growth (% Change) 14,65% 13,78% 13,00% 24.12% 21,01% 28,00% 34,00% 33,00% 31,00% 31,00%
Gross Profit Growth 20,43% 7,65% 9.22% 17,72% 19,29% 27,63% 34,00% 33,00% 25,05% 27,88%
EBITDA Growth

EBIT Growth -1,89% 1412% 15,70% 44,60% 26,42% 31,54% 39,83% 33,00% 41,92% 41,08%
Net Profit Growth 11,25% 14,06%  -14,73% 87,01% 33,44% 18,34% 34,00% 33,00% 31,00% 31,00%
Gross Margin 50,87% 48,39% 51,17% 52,80% 55,24% 55,87% 54% 54% 54% 54% 54%
EBITDA Margin

EBIT Margin 20,93% 17,91% 17,96% 18,39% 21,42% 22,38% 21,00% 21,00% 21,00% 21,00% 21,00%
GOGS Margin 49,13% 51,61% 48,83% 47,20% 44.76% 44.13% 46,00% 46,00% 46,00% 46,00% 46,00%
SG&A Margin 29,94% 30,48% 33,21% 34,41% 33,81% 33,49% 33,50% 33,50% 33,50% 33,50% 33,50%
Other Operating Income Margin 20,93% 17,91% 17,97% 17.21% 21,46% 22,34% 20,00% 20,00% 20,00% 20,00% 20,00%

Financial Income Margin (% of ST Investments)
Financial Costs Margin (% of adj. Liabilities)

Depreciation & Amortization (% of PP&E Opening) 16,48% 13.24% 12,49% 13,24% 12,60% 8,60% 10% 10% 10% 10% 10%
Non-Cash items (% SG&A) 1,26% 1.07% 1,58% 3,20% 0,61% 2,38% 2% 2% 2% 2% 2%
Tax Rate (% GOG) 37,60% 27,79% 28,22% 30,87% 31,32% 28,06% 28% 28% 28% 28% 28%
Accounts Receivable Days 2,78 2,32 143 2,65 3,97 3,69 3,00 3,00 3,00 3,00 3,00
Inventory Days 86,02 97.48 95,14 96,21 100,38 107,78 101,46 103,20 104,15 102,94 103,43
Accounts Payable Days 3,84 3,57 7.9 7,18 23,68 16,63 15,00 15,00 15,00 15,00 15,00
Change in Goodwill 40,00% 40,00%  -40,00% 20,00% 20% 0% 20% 0% 20%
Change in ST Assets 26,79% 23,53% -0.49% 26.49% 20% 20% 20% 20% 20%
Change in LT Other Assets 105,73% 36,83% 0,16% 36.88% 30,00% 30,00% 30,00% 30,00% 30,00%
Change in Intangible Assets -67% -67% -100%" #DIV/O! 0% 0% 0% 0% 0%
Cash Capex (% of Revenue) 6,66% 6,96% 6,38% 5,96% 6,87% 7.11% 7,00% 7,00% 7,00% 8,00% 8,00%

Sources: -35- owuTis
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Reverse DCF

Income Statement
Annual Standardised in Millions of U.S. Dollars
[ [ 2014l 2015 2016 2017 2018 _2019] 2020 __2021| 2022 2023 2024
Period End Date 31-Jan-2016 29-Jan-2017 28-Jan-2018 03-Feb-2019 02-Feb-2020
Revenue 17972 20605 23444 26492 32883 39793 50935 68253 90776 118917 15 578,1
Growth 14,65% 13,78% 13,00% 24.12% 21,01% 28,00% 34,00% 33,00% 31,00% 31,00%
Cost of Revenue 883 1063,4 11448 12504 14720 17559 2241 3003 3994 4995 6 387
% of revenue 49,13% 51,61% 48,83% 47,20% 44,76% 44,13% 44,00% 44,00% 44,00% 42.00% 41,00%
Gross Profit 9142 9971 1199,6 1398,8 1816,3 22234 28524 38222 50835 68972 9191,1
% of revenue 50,87% 48,39% 51,17% 52,80% 55,24% 55,87% 56,00% 56,00% 56,00% 58,00% 59,00%
Selling/General/Admin. Expenses, Total 538,1 628,1 7785 9116 1111,8 13328 1680,9 21841 29048 3805,3 48292
% of revenue 29,94% 30,48% 3321% 34.41% 3381% 33,49% 33,00% 32,00% 32,00% 32,00% 31,00%
EBIT 376,1 369,0 4211 4872 704,5 890,6 11715 1638,1 21786 3091,8 43619
Interest/Investment Income - Operating 0,0 0,0 0,0 (7,3) (1.4) 15 0,0 0,0 0,0 0,0 0,0
% of revenue 0,00% 0,00% 0,00% -0,28% -0,04% 0,04% 0,00% 0,00% 0,00% 0,00% 0,00%
Unusual Expense (Income) 0,0 0,0 0,0 38,8 0,0 0,0 0,0 0,0 0,0 0,0 0,0
% of revenue 0,00% 0,00% 0,00% 1,45% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00%
Operating Income d 3761 369,1 4212 456,0 705,8 8891 1069,6 14333 1906,3 24973 32714
% of revenue 20,93% 17,91% 17,97% 17.21% 21,46% 22.34% 21,00% 21,00% 21,00% 21,00% 21,00%
Other Non-Operating Income (Expense) 7.1 (0,6) 1,6 4,0 94 83 83 6,8 9,1 11,9 15,6
% of revenue 0,40% -0,03% 0,07% 0,15% 0,29% 0,21% 0,10% 0,10% 0,10% 0,10% 0,10%
Net Income Before Taxes 3832 368,5 4227 460,0 715,3 8974 1095,1 14674 19517 25567 33493
% of revenue 21,32% 17,88% 18,03% 17,36% 21,75% 22,55% 21,50% 21,50% 21,50% 21,50% 21,50%
Provision for Income Taxes 1441 1024 119,3 1420 2240 2518 3311 4436 590,0 773,0 1012,6
% of revenue 802% 497% 5,09% 5 36% 6,81% 6,33% 6,50% 6,50% 6,50% 6,50% 6,50%
Net Income After Taxes v 2391 266,0 303,4 318,0 491,3 645,6 764,0 10238 13616 17838 2336,7
% of revenue 13,30% 12,91% 12,94% 12,00% 14,94% 16,22% 15,00% 15,00% 15,00% 15,00% 15,00%
Minority Interest 0 0,0 0,0 0,0 0,0 0,0 0 0 0 0 0
% of revenue 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00%
Net Income Before Extra. ltems g 239,1 266,0 3034 318,0 4913 6456" 764,0" 10238" 13616"° 17838" 23367
% of revenue 13,30% 12,91% 12,94% 12,00% 14,94% 16,22% 15,00% 15,00% 15,00% 15,00% 15,00%
Extraordinary ltem 0 0,0 0,0 (59,3) (7,5) 0,0 0,0 0,0 0,0 0,0 0,0
% of revenue 0,00% 0,00% 0,00% (0,0 (0,0) 0,00% 0,00% 0,00% 0,00% 0,00% 0,00%
Net Income 2391 266,0 303,4 258,7 483,8 6456 764,0 1023,8 1361,6 1783,8 2336,7
% of revenue 13,30% 12,91% 12,94% 9.77% 14,71% 16,22% 15,00% 15,00% 15,00% 15,00% 15,00%

Sources: -36 - owuTis



Appendix

CCA — core peer group

ol s

hame Jvarket cap.  [Netdent Enterprise Value [Netincome  feroattv [Bir i ales LM Jeauity  Jeviestoa  fevieerT EviSales PE_JpriceBook

Lululemon $40,713,100.00 -$353,544.00 $40,359,600.00 $645,596.00  $1,052,551.00 $890,618.00 $3,979,296.00  $1,952,218.00 38.34x 45.32x 10.14x 63.06x 20.85x
Nike $156,654,200.00 $3,474,000.00 $160,128,200.00  $4,318,000.00  $5,860,000.00  $5,180,000.00  $41,274,000.00  $9,045,000.00 27.33x 30.91x 3.88x 36.28x 17.32x
Under Armour $4,041,800.00 $1,277,475.00 $5,319,300.00 -$520,019.00 $274,520.00 $85,994.00 $4,992,650.00  $1,550,180.00 19.38x 61.86x 1.07x n.a. 2.61x
Adidas $53,620,300.00 $3,115,385.00 $57,073,000.00  $1,528,024.00 $2,692,655.00  $2,040,328.00 $25,015,135.00 $7,614,286.00 21.20x 27.97x 2.28x 35.09x 7.04x
Puma $11,352,600.00 $508,681.00 $11,867,700.00 $226,925.00 $518,806.00 $406,945.00 $6,092,869.00 $2,150,989.00 22.88x 29.16x 1.95x 50.03x 5.28x
Anta $26,337,400.00 -$368,806.00 $26,113,700.00 $773,814.00  $1,310,532.00 _ $1,251,370.00 $4912636.00  $3,024,761.00 19.93x 20.87x 5.32x 34.04x 8.71x
Average 22.14x 34.15x 2.90x 38.86x 8.19x
Median 21.20x 29.16x 2.28x 35.69x 7.04x

Implied Enterprise
Value

$22,309,669.54

$25,973,011.68

$9,078,918.05

$22,684,746.32

$13,394,102.83

Net debt -$353,544.00 -$353,544.00 -$353,544.00 -$353,544.00 -$353,544.00

Equity Value $22,663,213.54  $26,326,555.68  $9,432,462.05 $23,038,290.32 $13,747,646.83

Shares

outstanding 130365.377 130365.377 130365.377 130365.377 130365.377

Equity Value per

share $173.84 $201.94 $72.35 $176.72 $105.45
©WUTIS

Sources:
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Appendix

CCA - extended peer group

ol s

hame varietca etden  Enterprise vaue fetincome  kamoaitv s aesirv  frauy  frvesmon  fuese Evisaies e |pricaoo

Lululemon $40,713,100.00 -$353,544.00 $40,359,600.00 $645,596.00  $1,052,551.00 $890,618.00 $3,979,296.00  $1,952,218.00 38.34x 45.32x 10.14x 63.06x 20.85x
Nike $156,654,200.00 $3,474,000.00 $160,128,200.00  $4,318,000.00  $5,860,000.00  $5,180,000.00  $41,274,000.00  $9,045,000.00 27.33x 30.91x 3.88x 36.28x 17.32x
Under Armour $4,041,800.00 $1,277,475.00 $5,319,300.00 -$520,019.00 $274,520.00 $85,994.00 $4,992,650.00  $1,550,180.00 19.38x 61.86x 1.07x n.a. 2.61x
Adidas $53,620,300.00 $3,115,385.00 $57,073,000.00 $1,528,024.00 $2,692,655.00 $2,040,328.00  $25,015,135.00  $7,614,286.00 21.20x 27.97x 2.28x 35.09x 7.04x
GAP $3,968,600.00 $6,023,000.00 $9,991,600.00 $351,000.00  $1,593,000.00  $1,036,000.00 $16,383,000.00  $3,316,000.00 6.27x 9.64x 0.61x 11.31x 1.20x
Abercrombie $741,800.00 $1,229,810.00 $1,979,400.00 -$185,635.00 $146,536.00 -$6,778.00 $3,374,460.00 $798,066.00 13.51x n.a. 0.59x n.a. 0.93x
Puma $11,352,600.00 $508,681.00 $11,867,700.00 $226,925.00 $518,806.00 $406,945.00 $6,092,869.00  $2,150,989.00 22.88x 29.16x 1.95x 50.03x 5.28x
Columbia $5,052,200.00 -$67,909.00 $4,984,200.00 $256,525.00 $371,822.00 $305,026.00 $2,956,098.00  $1,696,591.00 13.40x 16.34x 1.69x 19.69x 2.98x
Anta $26,337,400.00 -$368,806.00 $26,113,700.00 $773,814.00  $1,310,532.00  $1,251,370.00 $4,912,636.00  $3,024,761.00 19.93x 20.87x 5.32x 34.04x 8.71x
Ralph Lauren $5,695,700.00 _ -$1,057,600.00 $6,806,500.00 $430,900.00 $973,900.00 $706,700.00 $6,313,000.00 __ $3,287,200.00 6.99x 9.63x 1.08x 13.22x 1.73x
Average 18.92x 27.97x 2.86x 32.84x 6.86x
Median 19.65x 27.97x 1.82x 34.56x 4.13x

Implied Enterprise
Value

$20,684,079.85

$24,912 779.28

$7,230,133.34

$21,960,544.31

$7,704,924.03

Net debt -$353,544.00 -$353,544.00 -$353,544.00 -$353,544.00 -$353,544.00

Equity Value $21,037,623.85  $25,266,323.28  $7,583,677.34 _ $22,314,088.31 _ $8,058,468.03

Shares

outstanding 130365.377 130365.377 130365.377 130365.377 130365.377

Equity Value per

share $161.37 $193.81 $58.17 $171.17 $61.81
©WUTIS

Sources:
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Disclaimer

This document is being made available by WUTIS Trading and Investment Society, acting through its investment bank ("WUTIS"), for information purposes only and for the sole and exclusive use of the addressee in
connection with the matter or possible transaction to which this document relates. This document is incomplete without reference to, and should be assessed solely in conjunction with, the oral briefing provided by WUTIS.

This document is strictly confidential and remains the property of WUTIS. You agree that you shall only use this document for the purpose of evaluating and considering the matter or possible transaction to which this
document relates. This document may not be distributed, published, reproduced, or disclosed, in whole or in part, to any other person, nor relied upon by you or any other person, nor used for any other purpose at any time,
in each case without the prior written consent of WUTIS.

This document does not constitute nor does it form part of an offer to sell or purchase, or the solicitation of an offer to sell or purchase, any securities or any of the businesses or assets described herein or an offer or
recommendation to enter into any transaction described herein nor does this document constitute an offer or commitment to provide, arrange or underwrite any financing. You are responsible for making your own
independent investigation and appraisal of the risks, benefits, appropriateness and suitability of any transaction or matter contemplated by this document and WUTIS is not making any recommendation (personal or
otherwise) or giving any investment advice and will have no liability with respect thereto. The decision to proceed with any transaction or action contemplated by this document must be made by you in the light of your own
commercial assessments and WUTIS will not be responsible for such assessments.

Neither WUTIS nor any of its subsidiaries or affiliates, nor any of their respective officers, directors, employees or agents (WUTIS together with such persons being the “WUTIS Group”) accepts any liability whatsoever for
any direct, indirect or consequential losses (in contract, tort or otherwise) arising from the use of this document or its contents or any reliance on the information contained herein. WUTIS Group is not responsible for any
specialist advice, including legal, regulatory, accounting, model accounting, tax, actuarial or other advice.

This document was prepared on the basis of information and data, obtained from publicly available sources and, where applicable, from you and/or any other entity that may be involved in any transaction or matter
contemplated by this document (and/or any of your or the aforementioned entities’ affiliates), in each case prior to or on the date hereof. The information in this document has not been independently verified by WUTIS.
WUTIS has relied on any information provided by you or from third party or public sources as complete, true, fair, accurate and not misleading. With respect to any financial or operating forecasts and analyses provided to
it, WUTIS has assumed that they are achievable and have been reasonably and properly prepared on bases reflecting the best currently available information, estimates and judgments as to the future financial performance
of the entity(ies) to which they relate and that such forecasts or analyses would be realised in the amounts and time periods contemplated thereby. No member of the WUTIS Group, makes any warranty or representation,
express or implied, as to the accuracy, completeness or reasonableness of the information (including projections and assumptions) contained in this document whether obtained from or based upon third party or public
sources or otherwise.

This document is given as at the date hereof, may not be final, is based on information available to WUTIS as at the date hereof, is subject to any assumptions set out therein and is subject to change without notice.
Accordingly, this document may be based on (a) data and information that may no longer be current and (b) estimates that may involve highly subjective assessments. It should be understood that subsequent
developments may affect this document and the WUTIS Group does not undertake any obligation to provide any additional information or to update any of the information or the conclusions contained herein or to correct
any inaccuracies which may become apparent. Any data or information regarding, or based on, past performance is no indication of future performance.

Members of the WUTIS Group are involved in a wide range of commercial banking, investment banking and other activities out of which conflicting interests or duties may arise. In the ordinary course of its business, the
WUTIS Group may provide services to any other entity or person whether or not a member of the same group as you (a “Third Party”), engage in any transaction (whether on its own account, on behalf of any Third Party or
otherwise, and including any transaction or matter contemplated by this document), notwithstanding that such services, transactions or actions may be adverse to you or any member of your group, and the WUTIS Group
may retain for its own benefit any related remuneration or profit. The WUTIS Group operates in accordance with a conflicts of interest policy which identifies conflicts of interest it faces in the ordinary course of its business,
and establishes organisational and procedural measures to manage those conflicts where it is reasonably able to do so. Neither WUTIS nor any other part of the WUTIS Group shall have any duty to disclose to you or
utilise for your benefit any non-public information acquired in the course of providing services to any other person, engaging in any transaction (on its own account or otherwise) or otherwise carrying on its business.
WUTIS’ research analysts and research departments are independent from its investment bank and are subject to certain regulations and internal policies. WUTIS research analysts may hold opinions and make statements
or investment recommendations and/or publish research reports with respect to any company referred to herein, the transactions contemplated herein or any person or entity involved therein or related thereto that differ
from or are inconsistent with the views or advice communicated by WUTIS’ investment bank. WUTIS is a full service securities firm and as such from time to time may effect transactions for its own account or the account
of its clients and hold long or short positions in debt, equity or other securities of the companies referred to herein.

WUTIS Bank PLC is authorised and regulated in the United Kingdom by the Financial Services Authority and is registered in England No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP. Copyright WUTIS
Bank PLC.
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DCF additional information

ol s

The COVID-19 impact on the company was mild, however it harmed its strategy goals

Revenue forecast 2020 and COVID-19 impact on revenue

Key Financials

Key assuntions about COVID-19

1200,00
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200,00 1
0,00
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Q4 2020

The company is highly dependent on seasonal sales

The in-store revenue strongly impacted in Q1 due to lock-down;
Tthe online sale make up for the loss: with an +200% in April; we
foreseen that the trend will continue through out the year due to a
change in the customers habits.

During the corona lockdown, many people start practicing sport at
home, boosting the sport wear industry. Lululemon is among the
company which perform better in this segment according to the
available data.

Q1 usually makes up just the 20% of the total revenue. 35% of the
lululemon products are usually sold in Q4. Therefore, the company has
still time to recover the in-store revenue lost due to COVID-19;
The company has a flexible costs structure, therefore, the margins
won’t be considerably impacted (COGS +0,2%; SG&A +0,5%)

Profitability margins increased but a slow pace

2020 2021 2022 2023 2024

Operating Profit 982,7 1.304,0 1.689,7 2.206,5 2.797,1
Unlevered Taxes (290,3) (376,7) (467,4) (573,7) (699,3)
Net Operating
Profit 692,4 927,3 1.2223 1.632,8 2.097,8
+D&A 148,3 180,8 213,0 262,3

155,8
+Non-Cash 22,8 36,1 43,7 53,3
Expenses 29,1
- Capex (223,3)  (405,7) (503,3) (706,1) (860,6)
- Delta NWC (23,5) (161,6) (150,4) (151,4) (191,4)
Unlevered FCF 616,5 544.,9 7855 1.032,0 1.361,3

Sources:

-41 -
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Appendix

e Sources
05.10.2019 Business Model
Statista https://www.statista.com/topics/2975/lululemon-athletica/ 28.05.2020 Industry Analysis
FBCI Group Tgplsj:gm;bicqroup.com/sites/defauIt/files/AppareI Industry Series 20 04.06.2020 Industry Analysis
Morningstar Morningstar Lululemon Equity Research Report 03.06.2020 Industry Analysis
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https://www.fbicgroup.com/sites/default/files/Apparel_Industry_Series_2019_Part1.pdf

However, fierce competition in the premium priced apparel segtﬂmn
present, making continuous growth for lululemon extremely dif

Competitive Landscape —

Performance brand

M

N

H adidas
Reebok &%ﬂ%
' Premium priced
Affordable A”m i NOE—'}'E\
FACEN
SATHLETA

°@

i
RALPH LAUREN

I\ '\l] Abercrombie & Fitch
1!

Lifestyle brand

Premium priced performance brands

= Dominated by well-known incumbents

= Brands also strong in footwear market
(untapped from Lululemon)

Premium priced lifestyle brands

= Several companies try to capture
market share

= Bigger market than premium priced
perfomance

Affordable lifestyle brands
= Relevant for Lululemon's outlet
=  Quality-wise similar to premium priced

= Anta dominates Asian market
= Market not really relevant for lululemon

Size of the logo correlates with the competition

Sources: Morningstar -43 -
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Industry Overview Il wlu]r] s

The athleisure trend is a crucial growth driver of the sports apparel industry

The Athleisure Trend Target Group of Athleisure Trend

E

=
v Sophisticated Yoga Upper
and educated enthusiasts middle class
women
White collar Active and
professionals sportive people
The athleisure trend is a mix of sports and everyday clothes and
represents an active and healthy lifestyle Size of figures correlates with importance of customer group
Outcome of Survey in the US (2018) Industry and Trend at a Glance

Lululemon tries to expand their (relatively narrow) target group
continuously, targeting new customer groups like men
e

”I \ The athleisure trend is an important growth driver of the sports apparel
& “ . industry, and especially for lululemon

UNDER ARMOUR CIdldGS T
preferred by 27%  preferred by 14% preferred by 10% preferred by 3%

The industry is dominated by Nike, Adidas and Under Amour, which are
also US customers most favorite brands
e —
10% of people surveyed had no preference at all The sport apparel market is a growing and arguable the trend here to
last, but fierce competition among competitors exists, making future
double-digit growth extremely difficult

Sources: Statista, FBIC Group, Morningstar -44 - owuTis



Investment Thesis -

Lululemon is facing various challenges to achieve long-term growth

Lululemon has shown a strong financial performance with high cash
flows and no long-term debt

»

Financial
performance

Over the past years the firm has built a strong reputation for

Valuation .
athletic apparel among women

Q0 Competition in the athletic apparel industry is fierce, especially with

ﬁﬂﬁ huge competitors like Nike and Under Armour
Stagnating Strong
growth in core reputation COVID-19 might shift consumer behaviour in the long-term and

market therefore negatively affect the company's performance

Stagnating same-store growth in the core market US

Long-term
effects of
COVID-19

Fierce
competition

Valuation levels are not justified based on conventional metrics and
can only be explained partly by hype generated by “athleisure” trend

Sources: - 45 - owuTis



Company Overview | -

Lululemon designs, distributes and retails athletic apparel

Business Description Founder & Management Team

= Lululemon athletica inc. is a designer, distributor, and retailer of
healthy, lifestyle-inspired athletic apparel and accessories with a
market capitalization of approx. USD 40bn

= The company operates around the globe and offers products for
women and men

Headquarters: Vancouver, Canada
@ Established: 1998, Vancouver, Canada

S Employees: approx. 19,000 employees as of February 2020

Dennis J. Wilson Calvin McDonald Julie Averill

A0 .
al IPO: 2007 at Nasdaq stock exchange Founder CEO & Director Executive VP & CTO
Key Financial Metrics Shareholder Structure
In $ millions FY 2016  FY 2017 FY 2018 FY 2019 5105 3:7%
Revenue 2,344.4 2,649.2 3,288.3 3,979.3 m Fidelity Investments 5 4%
% YoY growth 13.78% 13.00% 24.12% 21.01% Vanguard Group
. 5,9%

COGS 1,144.8 1,250.4 1,472.0 1,755.9 T. Rowe Price
% margin 48.83% 47.20% 44.76% 44.13% Jennison Associates 6,3% 13%37”‘” 50,9%
EBITDA 517.2 600.4 826.9 1,052.6 Black Rock 8 4% shares
% EBITDA margin 22.06% 22.66% 25.15% 26.45% WCM Investment ’
Net Profit 303.4 258.7 483.8 645.6 Dennis J. Wilson
% margin 12.94% 9.77% 14.71% 16.22% = Other 14,3%
Net debt (734.8) (990.5) (881.3) (353.5)

. 14,3% 85,7%
Equity 1,360.0 1,597.0 1,446.0 1,952.2

m Other mInstitutions

Sources: Lululemon annual report 2019/20; S&P Global - 46 - owuTis



