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Trefis, A Financial Forecasting Firm, Performed A Five Forces Analysis Of
Under Armour, An American Active is a comprehensive examination of the
competitive landscape that shapes Under Armour’s strategic position within
the athletic apparel and footwear industry. This detailed analysis leverages
Michael E. Porter’s Five Forces framework to assess the industry’s
attractiveness and the potential profitability for Under Armour amid evolving
market dynamics. By understanding these forces, investors, stakeholders, and
company executives can better navigate the challenges and opportunities that
influence Under Armour’s future performance.

---

Introduction to Under Armour and Its Market
Position

Founded in 1996, Under Armour has established itself as a major player in the
global athletic apparel, footwear, and accessories market. Known for its
innovative moisture-wicking fabrics and performance-enhancing gear, the
company has experienced rapid growth and brand recognition. However, the
competitive environment remains intense, characterized by established giants
and emerging challengers vying for market share.

As the sportswear industry continues to evolve with technological
advancements, shifting consumer preferences, and global economic
fluctuations, understanding the competitive forces at play becomes essential.
Trefis’s Five Forces analysis provides crucial insights into the factors
influencing Under Armour’s strategic decisions and its ability to sustain
profitability.

---

Understanding Porter’s Five Forces Framework

Porter’s Five Forces is a strategic tool used to analyze the competitive
environment of an industry. It examines five key forces:

1. Competitive Rivalry – Intensity of competition among existing players.
2. Threat of New Entrants – Ease with which new competitors can enter the



industry.
3. Bargaining Power of Suppliers – Power suppliers have to influence prices
and terms.
4. Bargaining Power of Buyers – Consumers’ ability to influence pricing and
quality.
5. Threat of Substitutes – Availability of alternative products that can
replace existing offerings.

Applying this framework to Under Armour offers a nuanced understanding of its
strategic position within the athletic apparel industry.

---

1. Competitive Rivalry in the Athletic Apparel
Industry

Key Players and Market Competition
The athletic apparel sector is highly competitive, with several global brands
vying for dominance. Major competitors include:

- Nike
- Adidas
- Puma
- Lululemon Athletica
- Reebok (owned by Adidas)
- New entrants and niche brands

Factors Contributing to Intense Rivalry
The rivalry is driven by:
- Brand Loyalty: Established brands like Nike and Adidas benefit from strong
consumer loyalty.
- Product Innovation: Continuous innovation in fabrics, designs, and
technologies fuels competition.
- Pricing Strategies: Aggressive pricing and promotional campaigns are common
to attract consumers.
- Global Reach: Multinational presence intensifies competition across
markets.

Impact on Under Armour
Under Armour faces stiff competition, which pressures profit margins and
necessitates continuous innovation and marketing efforts. The rivalry can
lead to:



- Increased marketing expenditure
- Need for differentiated products
- Strategic collaborations and sponsorships

---

2. Threat of New Entrants

Barriers to Entry
Several factors influence the ease with which new competitors can enter the
athletic apparel market:
- High Capital Requirements: Significant investment needed for brand
building, manufacturing, and distribution.
- Brand Recognition: Established players enjoy strong brand loyalty that
newcomers must overcome.
- Economies of Scale: Large companies benefit from cost advantages, making it
difficult for startups.
- Distribution Channels: Access to major retail outlets and online platforms
can be challenging for new entrants.

Emerging Trends and Challenges for New Entrants
- The rise of niche and direct-to-consumer brands leveraging e-commerce
reduces some barriers.
- Innovation and sustainability initiatives can serve as entry points for new
players.
- However, the dominance of giants like Nike and Adidas still acts as a
significant barrier.

Implication for Under Armour
While barriers exist, the industry’s attractiveness attracts startups and
niche brands, compelling Under Armour to continually innovate and maintain
its competitive edge.

---

3. Bargaining Power of Suppliers

Supplier Concentration and Power
Suppliers of raw materials such as synthetic fabrics, cotton, and other



textiles have varying degrees of power depending on:
- Number of Suppliers: Limited suppliers for specialized fabrics can exert
more influence.
- Switching Costs: High costs associated with changing suppliers can increase
supplier power.
- Raw Material Costs: Fluctuations in raw material prices directly impact
manufacturing costs.

Impact of Global Supply Chains
Under Armour relies heavily on global supply chains, especially in Asia,
which exposes it to geopolitical risks, tariffs, and logistical challenges.
This dependence enhances the bargaining power of suppliers.

Strategies to Mitigate Supplier Power
- Diversifying supplier base
- Vertical integration
- Building long-term relationships

---

4. Bargaining Power of Buyers

Consumer Influence and Price Sensitivity
Consumers today are more informed and demanding. Key factors include:
- Availability of alternative products
- Price sensitivity, especially among price-conscious consumers
- Preference for sustainable and ethically produced goods

Impact of E-commerce and Digital Marketing
Online platforms empower consumers with easy access to product comparisons,
reviews, and discounts, increasing their bargaining power.

Brand Loyalty and Customer Retention
Under Armour invests in branding, sponsorships, and personalized marketing to
foster loyalty. Still, the increasing options give consumers leverage to
demand better quality or prices.

---



5. Threat of Substitutes

Alternative Products and Technologies
Substitutes in the athletic apparel industry include:
- Casual or athleisure wear from non-sport brands
- Second-hand and vintage apparel
- Technological innovations in sports gear (e.g., wearable tech)

Impact of Changing Consumer Preferences
The growing trend of athleisure blurs the lines between activewear and casual
fashion, providing alternatives to traditional athletic brands like Under
Armour.

Innovation as a Defense
Under Armour’s focus on technological innovation and performance enhancements
helps mitigate substitution threats by offering unique value propositions.

---

Conclusion: Strategic Implications for Under
Armour

Trefis’s detailed Five Forces analysis underscores the complex competitive
environment faced by Under Armour. The intense rivalry with established
brands necessitates continuous innovation and marketing investment. Barriers
to entry protect existing players but also attract new niche entrants,
pushing Under Armour to differentiate itself through technological
advancements and brand positioning.

The power dynamics with suppliers and buyers highlight the importance of
strategic supply chain management and customer engagement. Meanwhile, the
threat of substitutes emphasizes the need for innovation and adaptation to
consumer trends like athleisure and sustainable products.

Key Takeaways for Under Armour’s Strategy:

- Focus on product innovation and technological differentiation.
- Strengthen brand loyalty through targeted marketing and sponsorship.
- Diversify supply chains to reduce dependency risks.
- Capitalize on emerging consumer trends such as sustainable and athleisure
wear.



- Explore new market segments and geographic expansion to mitigate intense
rivalry.

By understanding and strategically responding to these industry forces, Under
Armour can enhance its competitive positioning, sustain profitability, and
achieve long-term growth in the dynamic athletic apparel market.

---
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Frequently Asked Questions

What is Trefis's approach to analyzing Under Armour
using Porter's Five Forces?
Trefis conducts a comprehensive evaluation by examining competitive rivalry,
supplier power, buyer power, threat of substitutes, and new entrants to
assess Under Armour's market position and future prospects.

How does Trefis assess the competitive rivalry in
the activewear industry for Under Armour?
Trefis analyzes factors such as the number of competitors, market share
distribution, product differentiation, and industry growth to gauge the
intensity of competition faced by Under Armour.

What insights does Trefis provide about supplier
power affecting Under Armour?
Trefis reviews Under Armour's supplier concentration, switching costs, and
availability of alternative materials to determine how much influence
suppliers have over the company's costs and operations.

According to Trefis, how strong is the buyer power
for Under Armour's products?
Trefis finds that buyer power is influenced by factors like brand loyalty,
product differentiation, and price sensitivity, which can affect Under
Armour's pricing and sales strategies.



What does Trefis identify as the main threats of
substitutes for Under Armour?
Trefis highlights the risk from alternative activewear brands, casual wear
options, and new technological innovations that could replace traditional
athletic apparel and footwear.

How does Trefis evaluate the threat of new entrants
in the activewear industry for Under Armour?
Trefis considers barriers to entry such as brand loyalty, economies of scale,
distribution channels, and capital requirements to determine how easily new
competitors can emerge and challenge Under Armour.

What strategic recommendations does Trefis suggest
for Under Armour based on its Five Forces analysis?
Trefis recommends strengthening brand differentiation, expanding direct-to-
consumer channels, innovating product offerings, and forging strategic
partnerships to mitigate industry threats and enhance competitive advantage.

Why is Trefis's Five Forces analysis important for
investors interested in Under Armour?
This analysis helps investors understand the competitive dynamics and
potential risks facing Under Armour, enabling more informed investment
decisions based on industry structure and company resilience.

Additional Resources
Trefis’s Five Forces Analysis of Under Armour: A Deep Dive into Competitive
Dynamics

In the rapidly evolving landscape of athletic apparel and sportswear,
understanding the competitive forces that influence a brand's market position
is crucial for investors, industry insiders, and strategic planners alike.
Trefis, a leading financial forecasting firm renowned for its in-depth market
analyses and strategic insights, has recently conducted a comprehensive Five
Forces analysis of Under Armour—a prominent American activewear company known
for its innovative products and aggressive marketing strategies. This article
provides an extensive exploration of Trefis’s analysis, shedding light on the
competitive pressures shaping Under Armour’s future prospects.

---



Introduction: Why a Five Forces Analysis
Matters for Under Armour

Michael E. Porter's Five Forces framework remains one of the most respected
tools for evaluating the competitive environment of an industry. It assesses
five key forces that influence profitability and strategic positioning:

- Threat of New Entrants
- Bargaining Power of Suppliers
- Bargaining Power of Buyers
- Threat of Substitute Products or Services
- Industry Rivalry

By applying this model to Under Armour, Trefis aims to identify the strengths
and vulnerabilities inherent in the company’s current market environment.
This detailed analysis helps stakeholders understand the competitive
landscape, anticipate challenges, and formulate strategic responses.

---

Overview of Under Armour: A Brief Background

Founded in 1996 by Kevin Plank, Under Armour quickly gained popularity
through its innovative moisture-wicking fabrics designed for athletes. Over
the years, the brand expanded globally, offering a wide range of products
including apparel, footwear, and accessories targeting athletes and active
consumers. Despite its strong brand presence, Under Armour faces intense
competition from both established giants like Nike and Adidas and emerging
brands.

The company’s strategies include technological innovation, direct-to-consumer
sales channels, and expanding its digital ecosystem with fitness apps and
connected devices. However, the company's growth and profitability are
continually challenged by industry dynamics, which Trefis’s Five Forces
analysis aims to elucidate.

---

Five Forces Analysis of Under Armour by Trefis

1. Threat of New Entrants

Assessment: Moderate to High



The sportswear industry has relatively high barriers to entry, but recent
trends have lowered some hurdles, making this a nuanced force to consider.

Factors Influencing Threat Level:

- Brand Loyalty & Recognition: Established brands like Under Armour benefit
from significant brand equity, which deters new entrants. Consumers tend to
stick with trusted names for quality assurance.
- Economies of Scale: Larger players like Nike and Adidas enjoy cost
advantages that new entrants struggle to match, especially in manufacturing
and marketing.
- Capital Requirements: Starting a sportswear brand requires substantial
capital investment in product development, marketing, distribution, and
inventory management.
- Distribution Channels: Gaining access to major retail outlets and e-
commerce platforms can be challenging for new entrants, although online
direct-to-consumer models have lowered some barriers.
- Innovation & Differentiation: New entrants often attempt to disrupt the
market through innovative designs or niche focuses, which can pose a threat
if successful.

Trefis’s View: While entry barriers remain significant, the rise of niche
brands and direct-to-consumer startups leveraging e-commerce platforms has
increased the threat level somewhat. Under Armour’s established brand and
economies of scale provide some insulation, but the industry’s low switching
costs for consumers make it susceptible to innovative new entrants.

---

2. Bargaining Power of Suppliers

Assessment: Moderate

Suppliers in the activewear industry include fabric producers, manufacturing
plants, and technology providers.

Factors Influencing Supplier Power:

- Number of Suppliers: The global fabric and component supply chain is
extensive, reducing individual supplier power.
- Specialized Technology: Under Armour’s emphasis on proprietary fabrics and
technological innovation increases dependence on specific suppliers,
potentially raising their bargaining power.
- Switching Costs: Switching suppliers can involve quality risks, lead times,
and costs, which moderate supplier power.
- Raw Material Prices: Fluctuations in raw material costs, such as synthetic
fabrics or specialized fibers, can influence supplier leverage.

Trefis’s View: Given the broad supply base but the company's reliance on



tech-specific inputs, supplier power remains moderate. Under Armour’s efforts
to diversify suppliers and develop internal capabilities help mitigate risks.

---

3. Bargaining Power of Buyers

Assessment: High

Buyers—consumers and retail partners—hold considerable influence in the
activewear industry.

Factors Influencing Buyer Power:

- Product Differentiation: Many athletic brands offer similar products,
making consumers more price-sensitive and willing to switch based on pricing,
style, or innovation.
- Availability of Alternatives: The proliferation of brands offers consumers
a wide choice, increasing their bargaining power.
- Brand Loyalty: While Under Armour has a loyal customer base, it is not as
entrenched as Nike’s, making it more vulnerable to competitive offers.
- Online Shopping & Reviews: The rise of e-commerce and social media allows
consumers to compare products easily, heightening their influence.
- Retailer Power: Large retail chains wield significant bargaining power,
often demanding favorable terms and exclusive deals.

Trefis’s View: The high level of product commoditization and easy access to
alternatives empower buyers. Under Armour must continuously innovate and
maintain value propositions to retain customer loyalty and pricing power.

---

4. Threat of Substitute Products or Services

Assessment: Moderate to High

Substitutes for Under Armour’s products include:

- Other Athletic Brands: Nike, Adidas, Puma, and newer startups.
- Casual & Lifestyle Wear: Fashion brands offering athleisure that overlaps
with activewear.
- Non-Performance Alternatives: Traditional clothing and basic sportswear
without technological features.
- Emerging Technologies: Wearable fitness devices (e.g., Fitbit, Apple Watch)
that may reduce reliance on apparel for performance tracking.

Factors Influencing Substitution Threat:



- Product Innovation: Under Armour’s focus on high-performance fabrics aims
to differentiate from substitutes.
- Fashion Trends: The blending of fashion and function in athleisure
increases substitutability.
- Price & Value: Consumers may opt for more affordable or more fashionable
alternatives.

Trefis’s View: The substitution threat is significant, especially as casual
wear blurs the lines with performance apparel. Under Armour’s investment in
innovation and branding aims to mitigate this, but the risk remains.

---

5. Industry Rivalry

Assessment: Very High

Competitive rivalry is arguably the most intense force affecting Under
Armour.

Key Competitors:

- Nike
- Adidas
- Puma
- Reebok
- Lululemon (especially in athleisure)
- Emerging DTC brands (e.g., Gymshark)

Factors Contributing to Intense Rivalry:

- Number of Competitors: Several large and emerging brands compete
aggressively on product innovation, marketing, and distribution.
- Market Growth: While the global activewear market is growing, competition
remains fierce for market share.
- Brand Differentiation: Brands invest heavily in sponsorships, endorsements,
and digital marketing to stand out.
- Price Competition: High competition often leads to discounting and
promotional battles.
- Innovation & Product Development: Continuous innovation is necessary to
stay relevant, increasing R&D expenditure and rivalry.

Trefis’s View: The rivalry is extremely fierce. Under Armour must
differentiate through innovation, celebrity endorsements, and digital
engagement to maintain competitive advantage.

---



Strategic Insights from Trefis’s Analysis

Based on the Five Forces framework, Trefis emphasizes several strategic
implications for Under Armour:

- Focus on Innovation: Maintaining technological leadership can create a
competitive moat and reduce substitution threats.
- Brand Building: Strengthening brand loyalty through marketing,
sponsorships, and community engagement is vital to counter buyer power.
- Diversification & Expansion: Expanding into new markets and product lines
can mitigate industry rivalry and market saturation.
- Supply Chain Optimization: Developing internal capabilities or diversifying
suppliers can reduce supplier bargaining power.
- Digital Transformation: Enhancing e-commerce and digital platforms can
improve customer engagement and reduce dependency on traditional retail
channels.

---

Conclusion: Navigating a Complex Competitive
Environment

Trefis’s in-depth Five Forces analysis of Under Armour underscores the highly
competitive and dynamic nature of the activewear industry. While the company
benefits from strong brand recognition and technological innovation, it faces
significant challenges stemming from intense rivalry, buyer power, and
substitution threats. The threat of new entrants, although moderated by high
barriers, persists due to the rise of niche and digitally native brands.

For investors and strategic planners, understanding these forces is crucial
for making informed decisions. Under Armour’s ability to adapt—through
innovation, branding, and strategic diversification—will determine its future
trajectory amid these competitive pressures.

In an industry characterized by rapid shifts in consumer preferences and
technological advancements, continuous assessment and strategic agility
remain paramount. Trefis’s comprehensive analysis provides a valuable
blueprint for navigating these complexities, highlighting both opportunities
and vulnerabilities in Under Armour’s ongoing quest for market leadership.
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