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P — Political

Trade & Tariffs

. Significant sourcing from Vietnam & Cambodia — subject to U.S. reciprocal tariffs of 20% and 19% respectively as of August 2025, directly impacting cost of goods
(Office of the United States Trade Representative [USTR], 2025)

International Expansion Risks

China generates ~16% of revenue — concentration risk given escalating U.S.-China geopolitical tensions (Lululemon Athletica Inc., 2026a)
° Lululemon operates approximately 202 stores in China mainland — its single largest international market concentration, if U.S.-China relations deteriorate further
(Jing Daily, 2025), a concentration that amplifies political exposure as U.S.-China tensions escalate
° In December 2025, Lululemon announced entry into six new markets — Greece, Austria, Poland, Hungary, Romania, and India — through franchise agreements,
representing the most aggressive single-year international expansion in company history (Lululemon Athletica Inc., 2025c)

Labor and Regulatory Pressures

. Increasing scrutiny on supply chain labor practices in Southeast Asia (Roberts-Islam, 2025)

. The EU's Corporate Sustainability Due Diligence Directive (CS3D) establishes mandatory supply chain auditing and reporting requirements for companies operating in
EU markets (European Commission, 2024)

. Canada's Fighting Against Forced Labour and Child Labour in Supply Chains Act came into force January 1, 2024, requiring companies operating in Canada to report
annually on forced and child labour risks in their supply chains (Government of Canada, 2024)

] Former CEO Calvin McDonald departure in Jan 2026 creates leadership & governance uncertainty (Lululemon Athletica Inc., 2025b)
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E — Economic

Revenue Signals

FY2024: $10.6B revenue — first time exceeding $10B, up 10%
year over year

Americas net revenue grew just 4% in FY2024; Q2 comparable
sales declined 3% — analysts questioning U.S. growth ceiling
(Lululemon Athletica Inc., 2025a)

While FY2025 overall net revenue grew 5% to $11.1B,
Americas net revenue fell 1% and comparable sales declined
3%

2026 net revenue growth guided at just 2-4% (Lululemon
Athletica Inc., 2026b)

Valuation multiple compressed to 10.71x vs. 10-year median
of 41.22x — 74% below historical median, signaling severe loss
of investor confidence (GuruFocus, 2026)

International revenue grew 22%, driven heavily by China —
making Lululemon's financial performance increasingly
dependent on a single politically volatile market (Lululemon
Athletica Inc., 2026b)

Consumer Environment

Inflation eroding discretionary
spend on premium apparel
Price-conscious consumers
shifting spend toward lower-cost
alternatives — Lululemon
customers increased wallet share
at Vuori and Alo Yoga during 2023
holiday period (Earnest Analytics,
2024b)

Lululemon's $100+ leggings under
pressure as value perception
weakens (The Economist, 2025)
TikTok shoppers reducing spend at
Lululemon vs. peers (Earnest
Analytics, 2024c)

Currency & Costs

FX headwinds from international
expansion, especially China —
international revenue up 22%
but currency impacts compress
margins (Lululemon Athletica
Inc., 2026b)

Freight and raw material inflation
squeezing margins
(Roberts-Islam, 2025)

Inventory increased 18%
year-end 2025 to $1.7B — excess
stock risk (Lululemon Athletica
Inc., 2026b)

Capital expenditure $740-760M
planned for 2025 (Lululemon
Athletica Inc., 2025a)
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Shifting Consumer Identity

Core demographic is college-educated women aged 25-45 with household incomes exceeding $100,000, representing approximately 60% of total
sales in 2024 — this segment is aging and harder to replenish (Lululemon Athletica Inc., 2026a)

Younger consumers gravitating toward Alo Yoga's more culturally current aesthetic (Salpini, 2024)

Brand perceived as less innovative and culturally relevant than before (Salpini, 2025a)

"Dupe culture" on social media undermining premium positioning — Lululemon sued Costco in July 2025 over near-identical replicas (Brittain, 2025)

Competitive Social Dynamics

Alo Yoga gaining share — Lululemon customers spend more at Alo
after their first Alo purchase (Earnest Analytics, 2024a)

Vuori and Free People Movement appealing to consumers
seeking edgier designs (Salpini, 2024)

Product life cycles ran too long — CEO acknowledged staleness in
lounge and social categories (Salpini, 2025a)

Wellness & Athleisure Trends

Athleisure market now highly saturated — no longer Lululemon's
exclusive territory (Salpini, 2024)

Wide-leg styles trending; not a core Lululemon category — brand
missed a major consumer shift (Salpini, 2025b)

Community-based brand identity losing differentiation as rivals copy
playbook
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ks T — Technological

Digital & E-Commerce Capabilities

. Lululemon operates a strong direct to
consumer model with heavy reliance
on e-commerce and mobile platforms
to drive a significant share of revenue

. Data analytics and customer insights
are used to personalize marketing and
improve their customer retention

. Increased reliance on digital channels
makes performance dependent on
platform optimization and user
experience (Lululemon Athletica Inc.,
2026a)

Operational and Supply Chain Technology

° Investments in the inventory
management systems and demand
forecasting aim to improve efficiency
(Lululemon Athletica Inc., 2026a)

° Despite this, inventory increased by
18% in FY2025 to $1.7B, which
indicates potential inefficiencies in
forecasting and supply chain alignment
(Lululemon Athletica Inc., 2026b)

° Omnichannel capabilities (buy online,
pick up in store) are expected, but are
not enough to differentiate them from
competitors

Innovation & Product Technology

Lululemon differentiates themselves
through proprietary fabrics and
performance focused apparel
innovations (Lululemon Athletica Inc.,
2026a)

Recent criticism highlights a lack of
visible innovation of the products and
slower response times to trends
(Salpini, 2025a)

Competitors like Alo Yoga and Vuori
are being perceived as more
technologically and stylistically
innovative than Lululemon (Salpini,
2024)
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E — Environmental

Sustainability Pressures & ESG Expectations

Consumers are increasingly expecting sustainable sourcing, ethical
labor practices, and environmentally friendly materials

ESG reporting requirements are expanding globally, increasing
transparency expectations (Government of Canada, 2024)
Sustainability is becoming a key factor in purchasing decisions,
especially among younger demographics

Brand & Competitive Risk

Any failure to meet rising sustainability expectations
could damage brand reputation and customer loyalty
Competitors are increasingly positioning themselves as
environmentally conscious brands, raising industry
standards

Supply Chain Environmental Impact

Heavy reliance on manufacturing in Southeast Asia raises concerns about carbon emissions and environmental standards (Roberts-Islam, 2025)

Increased scrutiny from regulators and advocacy groups pressures the company to improve sustainability practices
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Global Regulatory Compliance

The company must comply with complex and varying regulations across international markets (US, EU, China)
The EU Corporate Sustainability Due Diligence Directive (CS3D) requires companies to monitor and report supply chain practices (European

Commission, 2024)

The 2026 franchise expansion into six new markets — spanning EU regulations, Indian commercial law, and varying labor standards — significantly

increases Lululemon's legal compliance burden across jurisdictions it has limited prior operating experience in (Lululemon Athletica Inc., 2025c)

Intellectual Property & Litigation

Lululemon filed a lawsuit against Costco in 2025 over alleged dupe
products closely resembling their own designs (Brittain, 2025)

This rise in imitation products creates ongoing legal challenges and
threatens brand differentiation

Labor & Supply Chain Laws

Increased legal scrutiny of labor conditions in global supply chains,
especially in Southeast Asia

Non-compliance could result in legal penalties, reputational
damage, and operational disruptions (Roberts-Islam, 2025)
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Legal
Rising legal exposure from duplication and global
regulations
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© ISSUE STATEMENT

As Lululemon faces a brand relevance crisis, a domestic growth ceiling, and an unproven franchising
model — can the company scale global expansion without eroding its premium positioning?

Brand Relevance Crisis Domestic Growth Ceiling Unproven Franchising Model
Younger consumers are defecting to Alo Americas revenue declined 1% in Lululemon's 2026 expansion into six
Yoga and Vuori while dupe culture and FY2025 with 2026 growth guidance new markets on a franchise model with

missed trends weaken Lululemon's remaining low at just 2-4%, signaling no prior franchise operating
market saturation and limited domestic experience.

premium positioning. . )
expansion potential.
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@ |SSUE TREE — Brand Dilution at Lululemon

How can Lululemon expand globally while
preserving its premium brand positioning?

Product & Innovation

Brand & Consumer

Expansion & Operations

categories

Build real-time trend
sensing capability; test
and respond to silhouette
shifts faster

Separate product calendar

L forlifestyle vs.

performance — different
velocity, different process

post-Everlux

Launch visible innovation
campaigns — make the
technology the marketing

Benchmark innovation
cadence against Alo and
Vuori quarterly; close the
perception gap

Leverage O'Neill's Nike
product playbook to
rebuild innovation
cadence

Reframe premium

narrative around what
cannot be duped - fit,
fabric feel, community

Monitor TikTok dupe
content as a leading brand
health indicator; respond
proactively

social strategy

Partner with
culturally relevant
creators; shift
ambassador mix
toward younger
cohort

Track Earnest
Analytics wallet

L—  share monthly for
churn signals

editions that
create urgency

Shift social
strategy from
polished brand
content to organic
creator
amplification

Redefine
community
programming with
proprietary
formats
competitors
cannot easily copy

Build premium
justification content
tied to innovation

Use pricing
architecture
strategically — entry
products that
recruit, hero
products that anchor
prestige

Manage cultural
integration risk -
Nike # Lululemon
DNA

Replace Power of
Three x2 with
credible recovery
narrative

Japan, South
Korea, AU

Develop
China-specific
brand strategy
resilient to
geopolitical
sentiment shifts

Set internal
revenue
concentration
ceiling for China;
trigger board
review if
exceeded

other lower-tariff
alternatives

Accelerate CS3D
compliance
readiness; appoint
dedicated supply
chain ESG lead

Reduce excess
inventory through
disciplined
demand
forecasting; avoid
promotional
clearance

productivity — sales
per sq ft over door
count

Invest in men's
category and new
lifestyle
adjacencies to
expand TAM within
existing footprint

Replace Power of
Three x2 narrative
with credible,
metrics-backed
recovery story for
investors

Slow | . Weak Agi peclining G Premium Leadershi China Jariff & | North America Franchise
- ow Innovation . . ging core eclining Gen . eadershi i ariff & su
Trend misalignment pipeline differentiation vs. d hi 7 relevagnce perception Transition R’i)sk concentration |4 chain res:t:)rz growth model
P competitors emographic weakening & ge°',°7("t'°a| P saturation execution risk
ris|

Accelerate SKU refresh Invest in next proprietary Strengthen design patents Engineer breakout Protect full-price Diversify APAC fegi_"'p_r"_ea“hzri"g S

g fabric story to anchor and pursue enforcement Develop targete.d cultural moments seII—thr?ugh; resist Le.verage O"Neill‘s revenue base — :\,:Iu;tl;yr\;te‘ii;_ ;\menca strategy RO,
| styles inlounge and social premium price narrative aggressively beyond L Gz llab by LLOCTEES accelerate in ' rom store brand standards

e et and dedicated drops, limited pressure forU.S. revival Portugal, and expansion to

Legal compliance
controls across 6
new markets

Pilot franchise model
before scaling
further
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. STAKEHOLDER ANALYSIS: C-suite Considerations

Identifying Stakeholders

Internal Stakeholders

BOD

CEO

CFO

cMo

CPO

CsC

Board of Directors (10 members): (Lululemon Athletica Inc., 2024)

Brand equity, long-term shareholder value, strategic risk
, incoming Sep 2026 (Lululemon Athletica Inc., 2026c¢)
Growth strategy, cross functional alignment, brand preservation, U.S. revival

Meghan Frank:

Focus on margin compression, tariffs, and inventory efficiency.

Nikki Neuburger:

Brand relevance, premium perception, consumer engagement

Sun Choe:

Innovation pipeline, product differentiation, trend responsiveness

Ted Dagnese:

Sourcing resilience, tariff exposure, ESG compliance

Stakeholder priorities reflect the risks of expansion which amplifies the brand and operational challenges.

External Stakeholders

Investors/Shareholders

Founders

Franchise partners
Customers
Suppliers

Competitors

Vanguard, BlackRock

Margin preservation, strategic growth

Chip Wilson

Brand legacy/identity protection - vocal critic of current strategic
direction

Arion Retail Group, Tata CLiQ (Lululemon Athletica Inc., 2025c)
Brand consistency across 6 new markets

Core demographic women 25-s, HHi $100k+)

Premium quality + trend relevance

Southeast Asia manufacturers (vnw, kim)

Cost, compliance, flexibility

Alo Yoga, Vuori, Free People

Active customer defection risk; increasing pressure on innovation and relevance.

Community/Environmental Organizations Sustainability expectations

PR and Media
Regulators

Brand narrative/ public perception

EU, Canadian, U.S. authorities
Trade, ESG, and compliance risk
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https://corporate.lululemon.com/investors/corporate-governance/board-of-directors
https://corporate.lululemon.com/media/press-releases/2026/04-22-2026-210620063

Assessing Influence &

Identifying Stakeholders
Interest

Engagement Planning Monitoring & Adaptation

1 ok core decision-makers and most affected parties
ig
Involve: Collaborate:
Customers, employees, community/environmental BOD, CEQO/ Executive Leadership, CMO, CPO, CSC,
organizations, and suppliers/manufacturers, institutional investors (Vanguard, BlackRock), and
competitors. franchise partners
] .
g Tow high
o
Monitor: Keep Satisfied N '
ST . . Regulators/Trade Authorities (EU CS3D, USTR tariff
Media and PR, competitors, and peripheral . ) ) ) .
suppliers authorities, Canadian ESG reporting bodies), Chip
' Wilson (founder, reputational influence)
low
interest

Stakeholder prioritization based on influence over strategic expansion decisions and exposure to brand positioning outcomes UL | SRl @ s Rl AL



Identifying Stakeholders

Assessing Influence &
Interest

Engagement Planning

Monitoring & Adaptation

power

Keep Satisfied/Consult:

Regulators & trade authorities

EU CS3D, USTR tariff authorities,Canadian ESG reporting bodies
Engagement approach

Structured compliance dialogue.CS3D audits, tariff planning,IP
enforcement strategy. Quarterly legal/compliance reviews.

Chip Wilson

Founder — brand legacy and identity protection. Vocal critic of current
strategic direction.

Engagement approach

Proactive founder outreach.Manage public narrative riskaround brand
direction. Align on legacy preservation.

A high

Collaborate:

Co-develop strategic response with core decision-makers:

CEO (O'Neill, incoming Sep 2026), CFO, CMO, CPO, CSC, BOD, and
institutional investors (Vanguard, BlackRock). Board reviews, investor
briefings, cross-functional planning.

Franchise partners

(Arion Retail Group, Tata CLiQ): co-develop brand standards and
compliance controls across 6 new markets.

CEO transition

Structured 90-day onboarding; cross-functional alignment; cultural
integration monitoring.

lTow

Monitor/Inform:

Minimal, controlled.
Media, PR, competitors. Press releases, earnings narrative, social
positioning.

high:
Involve:

Engage affected stakeholders in feedback loops.
Customers, employees, suppliers, community organizations.
Consumer research, ambassador programs, supplier input.

Communication plan: regular
cross-functional briefings tied to

KPIs on brand health, product
innovation, and market share.
Consultative meetings: quarterly
compliance and supply chain
reviews with legal/regulatory
teams.

Feedback loops: consumer
sentiment, NPS, and wallet share
data integrated into CMO/CPO
planning cycles.

Franchise reporting: monthly
brand consistency reviews across
all new markets.

CEO transition: O'Neill 90-day
onboarding KPIs and strategic
continuity tracking.

low

interest
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Assessing Influence &
Interest

Identifying Stakeholders

Engagement Planning Monitoring & Adaptation

Feedback mechanisms: specific channels for each stakeholder group to signal changes in position or concern.

Investors: earnings calls and analyst sentiment tracking.

Customers: NPS tracking, TikTok sentiment analysis, Earnest Analytics wallet share data. Regulators: compliance audit
outcomes.

Evaluation metrics: concrete indicators tied to the issue tree.

Customer metrics: full-price sell-through rate, comparable store sales, Alo/Vuori wallet share shift.

Brand metrics: social sentiment, creator content volume, Gen Z brand affinity scores.

Financial metrics: gross margin, valuation multiple recovery, Americas comparable sales.

Adaptive strategies: explicit triggers for when the engagement plan needs to change.

If China revenue concentration exceeds 15% — escalate geopolitical risk engagement with the Board.

If Americas comparable sales decline for three consecutive quarters — elevate customer stakeholder engagement from Involve
to Collaborate.

If a major regulatory penalty lands under CS3D — shift supplier engagement immediately from Involve to Collaborate. If a
franchise partner receives a brand compliance violation — escalate immediately to Collaborate. If O'Neill's 90-day onboarding
reveals misalignment on brand strategy — convene emergency cross-functional session with BOD.
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/= S-—Strengths

A high performing direct to consumer model
drives the majority of its revenue, which enables
greater control over pricing, customer
experience, and brand perception.

Lululemon operates in 30+ global markets, with
its 22% international growth year over year,
which is indicative of strong expansion potential.

Lululemon’s core business is weakening which makes expansion riskier instead of more reliable.
LULULEMON | SwoT



BN W — Weaknesses

Product innovation has slowed, with missed Lululemon’s core customer base (high income
trends (ex. wide leg styles) and longer product women aged 25-45) is aging and becoming
life cycles also contributing to brand stagnation. harder to renew with younger consumers.

Lululemon’s financial strength and premium brand position create a strong foundation for expansion.
LULULEMON | SWOT



®o- Opportunities

Expanding further into APAC markets beyond China, The franchise model could enable faster, asset light
like Japan and South Korea, could support global expansion, but it represents a great
international growth without being overly opportunity only if consistent controls and strong
dependent on one singular geopolitical region. brand standards are put in place.

Most of Lululemon’s growth opportunities are conditional - they only create value if the brand relevance is stabilized first.
LULULEMON | SwoT



r

T — Threats

Competitors, like Alo Yoga and Vuori, are gaining Tariffs being placed on important sourcing
popularity with younger consumers which is countries like Vietnam (20%) and Cambodia
accelerating customer defection to other brands (19%) are increasing cost pressures and limiting
and market share loss. flexibility within the supply chain.

External pressures are increasing at the same time as the brand’s internal weaknesses which amplifies the risks of expansion.
LULULEMON | SwoT



Issue Statement:
As Lululemon faces a brand relevance crisis, a domestic growth ceiling, and an unproven franchising model — can the company scale global expansion without
eroding its premium positioning?

FINDING 02

Domestic growth is slowing but recoverable Franchise expansion is conditionally viable

North America shows signs of International growth, particularly

saturation, but opportunities like a through franchising, will only succeed

men’s category and Gen Z engagement if Lululemon maintains a strict brand
create a path to stabilization for the control and consistency across all
company. markets.

ANSWER TO THE ISSUE STATEMENT
Lululemon can expand globally, but only if it stabilizes brand relevance and innovation domestically first. Expansion without strengthening
the core brand creates the risk of amplifying the company’s existing weaknesses instead of driving sustainable growth.

Reinvest in brand relevance — recover domestic growth — expand on a stable foundation
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