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Evaluating Hollister Co. for Investment 

 

Tech Shield is looking to invest its capital in Hollister Co. to expand its market. 

To analyze a possible company to invest capital.  
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Executive Summary 

This report was commissioned to evaluate a prospect company, Hollister Co., for Tech Shield investment. 

Methods of research include secondary research such as online news, statistics, articles, blogs, books, and 

other online sources. Results of data evaluated and analyzed reveal that Hollister Co. has had a business 

downfall in the past years. 

In particular, the report discusses the following of Hollister Co.: 

• Financial standing—12% sales drop 

• Business ethics—discriminated disabled customers and obscene marketing controversy 

• Product presence in the general marketplace—fictitious establishment history 

The report finds that Hollister Co.’s current position is not strong. Tech Shield should not invest in 

Hollister Co. The company does show potential and improvement despite all of its deposition, but for the 

mean time, another company should be considered for investment.  

Introduction 

Hollister Co. is a popular retail store located inside shopping 

malls that represents a Southern California beach lifestyle. It 

is a franchisee for Abercrombie & Fitch Management Co. 

This retail industry provides apparel and accessories for men 

(“Dudes”) and women (“Bettys”). Their products include 

logo tees, knits, shirts, sweaters, jeans, shorts, summer 

clothing, winter clothing, tanks, and sleepwear. Their 

accessory products include necklaces, bracelets, hats, 

scarves, bags, belts, and shoes. Their other products include 

Figure 1 This collage shows some of Hollister Co. products: strapless 
shirt, logo t-shirt, tote bag, sweater, perfume, pants, and sandals 
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colognes, perfumes, lip-gloss, lip balm, and body care products, as well as gift cards. They retail their 

products through a chain of stores in the United States, Canada, and the United Kingdom. Hollister Co. 

offers their customers products online and in store. Although it has revealed some success and big 

popularity, there are some factors that have shaped the company down. Based on the criteria, investing in 

this company does not seem reasonable. This report points out the results.  
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Financial Standing 

Hollister Co.’s financial standings have not been looking good for the past years. Several sources have 

presented the decreasing profits of the retail company. Bloomberg Business’s records indicate that 

Hollister’s parent company, Abercrombie & Fitch Co. has resulted in decreasing revenues from $4.5B 

USD to $4.1B USD. Also, “this along with an increase in SGA costs has led to a reduction in the bottom 

line from $237.0M USD to $54.6M USD” (“Abercrombie & Fitch Co-CI A (ANF: New York)). Forbes 

also explained, “Over the past four quarters, the retailer’s sales have fallen by an average of 9% year over 

year (“Abercrombie & Fitch Earnings Preview: Revenue Decline Likely To Slow”). An article in The 

Wall Street Journal comments that, “By brand, sales ticked down…12% for Hollister” (Dulaney). It is 

clear that sales have dropped between 9% and 12% for Hollister Co. as well as its overall parent 

company.  

Reasons for dropping sales and bad business outcomes are suggested by the following:  

Technology 

There is a great ease of Internet access, through tablets and mobile phones; therefore buyers do their 

shopping online instead of visiting retail stores. Tracking store traffic firm ShopperTrak has concluded 

that, “store visits have fallen consistently by close to 5% year over year in all the months of the past two 

years, barring April 2014.” 

Abercrombie has been greatly 

impacted by these low store visits, 

costing them 80% of their revenue 

from store sales. 

Also consider the many online 

Figure 2 Hollister clothing can be bought online through websites like Amazon.com 
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shopping companies and the bargaining power of customers that it brings like Amazon, eBay, and other 

websites that allow you to exchange goods. Bargaining power of customers serves as a force of 

competitive advantage as Rainer describes it, “Buyer power is high when buyers have many choices from 

whom to buy and low when buyers have few choices”. Amazon, for example, can sell a Hollister t-shirt 

(used or new) at a much cheaper price, like in Figure 1., without that revenue going to Hollister’s equity. 

This can create competition for Hollister. Hollister’s reputation is known to be expensive and of high 

quality, and when a customer can find their products elsewhere for a much lower price, Hollister begins to 

lose sales, but nonetheless they still maintain their indirect customers. 

CEO Consequences 

Engaged Capital, an activist investor, holds 0.5% stake for Abercrombie & Fitch Co., and has been 

pressuring the company to make some big decisions in order to revive the falling revenue. One of these 

big decisions include not renewing CEO Mike Jeffries’ contract, in which he is to blame for declining 

sales, failed business strategies, and negative PR. As a result, Jeffries’ chairman responsibilities were 

taken away from him and three new members were added to the board. This brought 12 members, but 

Engaged Capital still believed that a higher count in members might greatly help out the company, so they 

nominated five new candidates (Trefis).  

 
A business cannot run smoothly without the firm control of its CEO. As Trefis explained, new minds, 

personalities, and control needs to be added to the company chairman in order to bring their sales up. This 

highlights the importance it is to make the correct decisions and be able to face strong competition. This 

calls for innovation, differentiation, and new business strategies. Making the decision to add new voices 

to the company head’s control reveals that the company is making an effort to improve and remain strong 

as it was. 
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Business Ethics 

Hollister Co.’s and their franchiser Abercrombie & Fitch’s business ethics have affected social values 

from discrimination against disabled customers to obscene marketing.  

Discrimination Against Disabled Customers 

In 2012, a Hollister Co. store in a Colorado mall brought up the issue on how disabled shoppers are 

discriminated to enter the retail store. Hollister Co.’s store image represents a Southern California (or 

SoCal as it has been called) beach house life-style. The entrance of the store consists of a porch with stairs 

(Figure 2); therefore, shoppers on wheelchairs have difficulty getting into the store. This angered 

Colorado disabled shoppers and has taken matters to court. “The U.S. Justice Department…highlighted 

that the Hollister stores were built long after the ADA [American with Disabilities Act] came into play 

and therefore the entrances violate both the ‘spirit and letter of the law’” (Whitelocks). 

!
!
 
 
 
 
 
 
 
 
 
 
 

 
 

It was also affirmed that the stores contain side doors with no stairs, where disabled customers could enter 

the store, but racks and tables of clothing blocked them. A customer also stated that disabled or not, a 

customer should always be allowed to enter through the main entrance. It is a sign of disrespect and 

discrimination to have disabled customers enter through side doors (Whitelocks). Fortunately, some 

Figure 3!A!Hollister Co. store with entrance steps.!! Figure 4 A Hollister Co. store without entrance steps.  
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Hollister Co. stores across the country now have entrances with no steps as shown in Figure 3. It 

welcomes all customers and has presented to put their customers’ needs first. Their business ethics have 

improved, for the past two years, but it is just taking time for people to notice.  

Obscene Marketing 

Hollister Co. follows Abercrombie & Fitch’s image (Figures 4 and 5) where “billboards display rippling 

six packs, heaving cleavages and jeans at half mast…[which] has 

few qualms about using sex appeal to sell clothes. So activists have 

questioned whether its name should be above the door of a 

children’s hospital” (Clark). The company was contributing to the 

children’s hospital by donating to their cause. It seems ethical of 

the company to contribute to what seems like a great foundation, 

but considering the target audience of Hollister—teenagers and 

young adults—

their image, purpose, and overall products don’t reflect a 

children audience. A more appropriate company would 

be McDonald’s, as is already a great contributor to 

children’s’ hospitals.  

Hollister Co. is not seen to contribute to any causes or 

foundations. So for the company to contribute to a 

children’s foundation demonstrates good ethics but as 

stated above, it reflects as bad ethics. It becomes a 

matter of perspective, whether one sees it ethical or not. It is just a business contributing through its 

image and marketing. Positive business ethics was nonetheless their goal all along as a spokesman 

Figure 5 “rippling six packs... jeans at half mast.” 

Figure 6  “The use of sex appeal to sell clothes.” 
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claimed, “We are proud of our long-standing relationship with this hospital and pleased to help secure its 

bright future” (Clark).  

Product Presence in the General Market 

The popular Hollister Co. product logos such as beach images, a simple seagull, the letters HCO or 

Hollister Co., and 1922 is what keeps this company unrecognizable; but, what is the story behind 1922? 

Is it the established year or is it a made up year? 

Was Hollister Co. Actually Established in 1922? 

Hollister Co.’s products—shirts, pants, sweaters, shoes, fragrances, etc.—say 1922. This proposes to the 

shopper, and to society, that Hollister Co. was established in 1922. Fact is, 1922 is a made up year, and 

Hollister Co. was established in 2000. Then why would the products have 1922 printed on them? The 

parent company Abercrombie & Fitch was failing to attain young customers, and in order to hold on to 

them, they decided to create a new branch, which is the Hollister Co. known today. The company decided 

that they needed an image and a story in order to carry on with the project. Also, Abercrombie & Fitch is 

known to be the “winter” store representing Maine, and their new Hollister Co. retail would be the 

“summer” store representing California (History of Hollister Co.).  

 

In order to get all this together, the parent company claims the following story: 

An “adventurous traveller” (BBC News) named J.M. Hollister disliked his life in New York and went to 

the Dutch East Indies where he purchased a “rubber plantation and fell in love” (BBC News). He then 

went to Southern California in 1919, and three years later established the Hollister Company. J.M. 

Hollister wanted to establish a SoCal beach atmosphere where young teens and adults go surfing, enjoy 

the sun, and have a fun vibe (BBC News). This is why Hollister Co.’s retail stores are built to illustrate a 

surfboard shop, beach shack, or small house on the beach—big screens on the windows of people surfing 
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in Huntington Beach (Burris), a porch entrance, shuttered windows, and surfer referenced songs (A&F 

Playlists). Hollister Co. refers to males as “Dudes” and females as “Bettys” (Hollister Co.) in order to 

contain that fun beach-y and SoCal vibe.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
According to BBC News, they asked Abercrombie & Fitch about the fictitious story behind the creation 

of Hollister Co., “but the company refused to comment”. Refusing to comment on such accusations can 

either mean that they would like to keep their privacy, but doesn’t the public have a right to know the 

history of their products and clothing? It can also mean that they are hiding a truth. Admitting that 1922 is 

a made up story can ruin their reputation and can anger customers which would decline their business. It 

could also mean that the story is true—the year 1922, J.M. Hollister, and his travelling experience—but 

due to personal business reasons, the history remains locked up, creating attachment and fun ambiguous 

fun with customers.  

Conclusion 

It has been found that Hollister Co. offers a unique brand of clothing and accessories to teenagers and 

young adults, and has expanded California’s sunny image. These events though, suggest that the company 

needs some improvement in the way they interact with their customers. Their customers are their key 

component to keeping their business alive. Customers are the result of profits, they enter the shops, and 

Figure 7 Hollister Co. clothing with 1922 logo 
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they create a relationship with the brand. Hollister Co. and Abercrombie & Fitch’s lack of innovation, 

differentiation, strong business ethics, and market presence could use some improvement. The company 

does propose ability to break down these barriers and continue as a stronger retailer. But, for now, Tech 

Shield should not invest in Hollister Co., at least not for now.  
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