JD Sports grows confidently

Dirk van Vlaanderen - Portfolio Manager

Named after its founders, John Wardle and

David Makin, John David Sports opened its first store
near Manchester in 1981. Now trading as JD Sports,
it has grown from humble beginnings into one of the
world’s largest sportswear retailers. We unpack its
history and set out how it is positioned to benefit
from strong global demand for sportswear products
into the future, providing high economic returns for
its shareholders.
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Catering to the wellness trend

In 2024, the global sportswear industry generated revenues
of around $400 billion, after 8% per annum growth over the
last decade. This stems from healthy demand in developed
markets, particularly North America (over 45% of the global
market), and robust growth from emerging markets,
predominantly China. The trend towards athleisure fashion
and increased physical activity have been the key drivers.
An increased focus on health and wellness, post the COVID
pandemic, strongly supports the outlook for the sportswear
market into the future.

From small scale to global leader

JD Sports spent its first 20 years consolidating the UK sportswear
market, acquiring sportswear stores and opening its own. In
2009, it embarked on its journey beyond the UK by acquiring
the French retailer Chausport. It has since continued to grow
organically and by acquiring businesses in other European
markets - entering the USA in 2018.

Today, JD Sports is a global business operating out of 4 500
stores, generating around 40% of revenue from North America,
27% from Europe and 28% from its home UK market (shown
here). The footwear category dominates its sales, generating
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close to 60% of revenue for the group, with apparel as the
next largest category at 30%.

JD Sports branded stores form the core of the business -
accounting for 70% of revenue - and it retains other local
brands within the portfolio including DTLR, Shoe Palace and
Hibbett in the USA. The business strategy is to continue to
open new, more profitable, JD Sports branded stores and to
migrate local branded stores to the JD Sports banner.

A winning strategy

JD Sports” well-invested, modern store base resonates with
its core consumers, typically 16 to 24-year-olds. The business
has very strong merchandising credentials, with dynamic
product-buying teams that ensure the latest and most
sought-after products are available in-store. This merchandising
prowess ensures that JD Sports sells more of its inventory at
full price, avoiding the large seasonal discounting often seen
at its competitors. This is good for profitability and preferred
by the large brand owners as it helps to maintain their
premium brand status.

The scale of JD Sports makes it a key partner for the large
global sportswear brands, particularly Nike and Adidas.
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*Based on 2024 revenues, including Hibbett on a pro-forma basis.
Source: JD Sports, Camissa Asset Management estimates



By our estimates, Nike products account for over 50% of all
products sold by the group. These partnerships enable JD Sports
to provide valuable input into innovation and new product
development based on its intelligence in market trends. The
business therefore receives a significant allocation of exclusive
products (estimated at 40% of their merchandise at any given
time) and sizable allocations to popular product ranges. This
access results in increased foot traffic and revenue for its stores.

The access to high demand products and the benefits from
their material scale have been the key contributors to the
success of JD Sports over the years. As evidenced in the chart
below, the business has generated strong operating profit
growth at improving profit margins, resulting in very favourable
returns on capital. Their ability to successfully open or buy
stores at attractive returns should continue to produce growing
shareholder earnings into the future.

USA is a key growth market

JD Sports first entered the US market through the acquisition
of Finish Line in 2018. The US business was further buoyed by
the acquisition of Shoe Palace in 2021, DTLR in 2022 and, most
recently, Hibbett Sports in 2024 (charted on following page). These
acquisitions have resulted in nationwide coverage, positioning
JD Sports as the largest US specialist sportswear retailer.

Strong profit growth at favourable returns for JD Sports

The group’s strategy prioritises the rolling out of JD Sports

stores at appropriate locations across the US, together with

the conversion of Finish Line stores to the JD Sports brand over

time. With acquired stores, the group strongly grows sales

density (revenue per m? of store space) and therefore overall

profits by:

o offering a more diversified brand assortment - shifting away
from an over-reliance on Nike.

o increasing the apparel component of merchandise within
stores, which is at a higher margin than footwear.

o introducing operational excellence that improves overall
product assortment, merchandising and in-store experience.

Since taking over DTLR and Shoe Palace three years ago, the
group’s strategy has resulted in cash operating profit increasing
by 40% and 125% at the two businesses respectively. The
recent acquisition of Hibbett expands the store base by

1000 stores in the US and the group aims to replicate their
winning strategy here, further growing profit in the region.

Recent investment to yield further returns

JD Sports’ rapid global expansion has put pressure on its
supply chain to keep up. In response, the company is investing
heavily in its supply chain infrastructure, focusing on increasing
the capacity of its distribution centres (DCs). This initiative has
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resulted in the construction of a new, fully automated DC in
the Netherlands and enhancements to capacity on the West
Coast of the US and in Australia. Designed to support the
group’s growth ambitions, these investments should lower the
group’s cost to serve and increase its speed to market. We
expect a significant improvement in group profitability
(particularly in Europe) following full implementation of these
logistics expansions.

Furthermore, JD Sports has been investing in its digital
capabilities. With approximately 20% of revenue currently
generated from online sales, improvements and upgrades to its

Nationwide growth of JD Sports in North America
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digital infrastructure will further buoy this channel. Investment
in its customer loyalty programme aims at better understanding
customer needs, supporting a more seamless omnichannel
shopping experience.

Well positioned to grow profitably

As a global leader in sportswear retail, with a winning track
record for organic and acquisitive growth, JD Sports is poised to
capture some of the robust growth prospects of the global
sportswear market. Moreover, the group’s cash generative,
high-yield business model should continue to provide strong
future shareholder returns. [l
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Note: 2024 revenue includes Hibbett on a pro-forma basis.
Source: JD Sports, Camissa Asset Management estimates
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Asset Management

Camissa Asset Management (Pty) Limited

Fifth Floor MontClare Place
Cnr Campground and Main Roads
Claremont 7708

PO Box 1016 Cape Town 8000
Tel +27 21 673 6300 Fax +27 86 675 8501
Email: info@camissa-am.com

Website: www.camissa-am.com

Camissa Asset Management (Pty) Limited is a licensed financial services provider (FSP No. 784)
Reg No.1998/015218/07

Footnote: 1Annualised (ie the average annual return over the given time period); 2TER (total expense ratio) = % of average NAV of portfolio incurred as charges, levies and fees in the
management of the portfolio for rolling one and three-year periods to 30 September 2024. 3Transaction costs (TC) are unavoidable costs incurred in administering the financial
products offered by Camissa Collective Investments and impact financial product returns. It should not be considered in isolation as returns may be impacted by many other factors
over time including market returns, the type of financial product, the investment decisions of the investment manager and the TER. This is also calculated on rolling one and three-year
periods to 30 September 2024. 4Source: Morningstar; net of all costs incurred within the fund and measured using NAV prices with income distributions reinvested; 5Source:
Camissa Asset Management; gross of management fees; 6Median return of Alexander Forbes SA Manager Watch: BIV Survey; Median return of Alexander Forbes Global Large
Manager Watch.

Disclaimer: The Camissa unit trust fund range is offered by Camissa Collective Investments (RF) Limited (Camissa), registration number 2010/009289/06. Camissa is a member of the
Association for Savings and Investment SA (ASISA) and is a registered management company in terms of the Collective Investment Schemes Control Act, No 45 of 2002. Camissa is a
subsidiary of Camissa Asset Management (Pty) Limited [a licensed financial services provider (FSP No. 784)], the investment manager of the unit trust funds.

Unit trusts are generally medium to long-term investments. The value of units will fluctuate and past performance should not be used as a guide for future performance. Camissa does not
provide any guarantee either with respect to the capital or the return of the portfolio(s). Foreign securities may be included in the portfolio(s) and may result in potential constraints on
liquidity and the repatriation of funds. In addition, macroeconomic, political, foreign exchange, tax and settlement risks may apply. However, our robust investment process takes these
factors into account. Unit trusts are traded at ruling prices and can engage in scrip lending and borrowing. Exchange rate movements, where applicable, may affect the value of underlying
investments. Different classes of units may apply and are subject to different fees and charges. A schedule of the maximum fees, charges and commissions is available upon request.
Commission and incentives may be paid, and if so, would be included in the overall costs. All funds are valued and priced at 15:00 each business day and at 17:00 on the last business day
of the month. Forward pricing is used. The deadline for receiving instructions is 14:00 each business day in order to ensure same day value. Prices are published daily on our website.

Performance is based on a lump sum investment into the relevant portfolio(s) and is measured using Net Asset Value (NAV) prices with income distributions reinvested. NAV refers to the
value of the fund’s assets less the value of its liabilities, divided by the number of units in issue. Figures are quoted after the deduction of all costs incurred within the fund. Individual
investor performance may differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. Camissa may close a portfolio to new investors
in order to manage it more effectively in accordance with its mandate. Please refer to the relevant fund fact sheets for more information on the funds by visiting www.camissa-am.com.

Camissa takes no responsibility for any information contained herein or attached hereto unless such information is issued under the signature of an FSCA-approved representative or key
individual (as these terms are defined in FAIS) and is strictly related to the business of Camissa. Such information is not intended to nor does it constitute financial, tax, legal, investment or
other advice, including but not limited to ‘advice’ as that term is defined in FAIS. Camissa does not guarantee the suitability or potential value of any information found in this communication.
The user of this communication should consult with a qualified financial advisor before relying on any information found herein and before making any decision or taking any action in
reliance thereon. This communication contains proprietary and confidential information, some or all of which may be legally privileged. It is for the intended recipient only. If an error of any
kind has misdirected this communication, please notify the author by replying to this communication and then deleting the same. If you are not the intended recipient you must not use,
disclose, distribute, copy, print or rely on this communication. Camissa is not liable for any variation effected to this communication or any attachment hereto unless such variation has been
approved in writing by an FSCA-approved representative or key individual of Camissa.





