EDGAROnline

NIKE INC

FORM 8-K

(Current report filing)

Filed 07/03/12 for the Period Ending 06/28/12

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

ONE BOWERMAN DR
BEAVERTON, OR 97005-6453
5036713173

0000320187

NKE

3021 - Rubber and Plastics Footwear
Footwear

Consumer Cyclical

05/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the SecuritieshBnge Act of 1934
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the following provisions:
O Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.4z2

O Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)

O Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))

O Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))




Item 2.02 Results of Operations and Financial Contlbn

On June 28, 2012, NIKE, Inc. held a public teleghoall to discuss its financial results for thedisquarter ended May 31, 2012. The
transcript of the conference call is furnished hétte as Exhibit 99.1.

Iltem 9.01 Financial Statements and Exhibits

(d) Exhibits.
The following exhibit is furnished with this Formkg

99.1 Transcript of earnings release conferenceocallune 28, 2012.
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FY 2012 Q4 Earnings Release Conference Call Transpt
June 28, 2012

This transcript is provided by NIKE, Inc. only for reference purposes. Information presented was cuent only as of the date of the
conference call, and may have subsequently changethterially. NIKE, Inc. does not update or delete atdated information contained
in this transcript, and disclaims any obligation todo so.

PRESENTATION

Operator: Good afternoon, everyone. Welcome to NIKE's Fi2€dI2 Fourth Quarter Conference Call. For those mdexd to reference
today's press release, you'll find it at http:/éstors.nikeinc.com. Leading today's call is Keliall, Vice President, Treasury and Investor
Relations.

Before | turn the call over to Ms. Hall, let me ri@chyou that participants on this call will makevi@rd-looking statements based on current
expectations, and those statements are subjeettttircrisks and uncertainties that could causasheesults to differ materially. These risks
and uncertainties are detailed in the reports fi¥@tl the SEC, including forms 8-K, 10-K and 10-8xme forwardeoking statements conce
future orders that are not necessarily indicativehanges in total revenues for subsequent pedadgo mix of futures and At-Once orders,
exchange rate fluctuations, order cancellationsdiscbunts, which may vary significantly from quarto-quarter. In addition, it is important
to remember a significant portion of NIKE, Inc. mess, including Equipment, NIKE Golf, Cole Haamr@erse, Hurley and Umbro are not
included in these futures numbers.

Finally, participants may discuss non-GAAP finahameasures, including references to total wholesglévalent sales for NIKE, Inc.
businesses that have license sales. Wholesaleadgpiwsales include both reported revenue and aitins of sales by licensee based on the
royalties paid. References to total wholesale exjeit sales are only intended to provide context &se overall current market footprint of
the brands owned by NIKE, Inc., and should notdded upon as a financial measure of actual results

Participants may also make references to otherutmigpfinancial and statistical information and RGAAP financial measures. Discussior
nonpublic financial and statistical information gorésentations of comparable GAAP measures anditatawe reconciliation can be found
NIKE's website, http://investors.nikeinc.co

Now | would like to turn the call over to Kelley HaVice President, Treasury and Investor Relatic

Kelley Hall , Vice President, Treasury and InvestoiRelations: Thank you, operator. Hello, everyone, and thamk fpr joining us today 1
discuss NIKE's fiscal 2012 fourth quarter resuts the operator indicated, participants on todeglbmay discuss non-GAAP financial
measures. You will find the appropriate recondibias in our press release, which was issued abbatil ago and at our website,
investors.nikeinc.com.

Joining us on today's call will be NIKE, Inc.'s Bident and CEO, Mark Parker; followed by CharliemBen, President of the NIKE Brand,;
and finally, you will hear from our Chief Financi@fficer, Don Blair, who will give you an in-depthview of our financial results. Following
their prepared remarks, we will take your questi¢@perator Instructions] Thanks for your coopematwith this.

With that, I'll now turn the call over to NIKE, Iris President and CEO, Mark Parker.

Mark Parker: President & Chief Executive Officer, NIKE, Inc.: Thanks, Kelley, and good afternoon, everyonec#ig012 said a lot
about NIKE and a lot about our world. We operata mghly competitive industry in a rapidly evolgiglobal economy. Success requires a
growth strategy anchored in strength, focus andiility. In fiscal 2012, we demonstrated our sygérs: products, services and dig




experiences that lead the industry; connectioradhietes and consumers that are deep and meaniagfattfolio of businesses that is broad,
deep and financially strong; and most importaténizand leadership that is world-class. Thesemapertant competitive advantages for
NIKE, and we've leveraged them over the last detadeliver growth in line with our loi-term financial model. And as you know, that
model is defined by 4 key metrics: high-single tiigvenue growth, mid-teens EPS growth, expandi@¢Rand consistent increases in cash
payouts to shareholders. That model helped drited $thareholder return that put NIKE, Inc. in tbp 15% of companies in the S&P 500.

In fiscal '12, our revenues reached $24.1 billibat's up 16%, our highest growth rate in 15 yediKE Brand revenues grew 16%, and
Converse had another great year with revenues 4p Tfiere's no doubt about the power of our brandgtee strong consumer demand for
our products. That said, we didn't deliver as mafcthat growth to the bottom line as we would hliked. We've faced significant input cost
pressures throughout the year, as well as someantd items in the fourth quarter, which Don @étail in a minute.

Although we successfully raised prices and improsedinventory position quarter-by-quarter, grosegin fell 220 basis points on the year.
We offset a significant portion of that downdraftleveraging SG&A, which grew slower than reveniig.a result, earnings per share grew
8% to $4.73. Those results are solid given thetiityain the global economy, and we remain confitléhat our earnings will grow faster than
revenue over the long-term.

Fiscal 2012 also demonstrated our focus. We coatiowork the levers of our business model to ratégisks from macroeconomic forces,
while we invest in the biggest growth opportunitis$KE has the size and breadth to do that on bajlscale. Sometimes the decisions are
easy, like investing in a new generation of digitadducts and services while bringing great conswerperiences to retail. And sometimes
decisions are much tougher, like divesting of Gééan and Umbro. But every decision is based oreasing our ability to deliver
sustainable, profitable growth. And we're confideat NIKE, Converse, Jordan and Hurley brands héateally unlimited growth potential.

At our last Investor Day, | told you we aim to b&28 billion to $30 billion company by the end &fdal 2015. | remain confident we'll
achieve that goal, even with our leaner portfofibr@mnds. Quite simply, we are a growth companythatialways -- it always starts with
innovation. I'm a designer and a self-avowed prbdeek, so | have incredibly high expectationswfteam when it comes to innovating for
athletes. And we delivered on that promise in fi2€4.2.

We launched game-changing digital products likelBaled and NIKE+ for Basketball and Training. We eadl footwear technology with
new generations of Lunar, NIKE Free and a radiesl approach to shoe creation called Flyknit. Andraised the bar in Apparel from the
TurboSpeed suit for elite sprinters to a new gei@raf uniforms for all 32 teams in the NFL. Andg the way, the response from the players
and fans is beyond anything we ever expected ayithiag the NFL has ever seen. We delivered moreegelnanging innovation in a shorter
window of time than ever before, and you'll hearenon that from Charlie in just a moment.

The real skill in converting innovation is convagiinnovation into long-term growth. When | startgdhis company, we were still trying to
make NIKE a $1 billion business and things aretdiffierent today. Running alone is a $3.7 billlmmsiness because we connect with those
athletes through the category offense. China 2.5 Billion geography because young Chinese consuorelerstand our brands and we
understand them.

Converse is a $2.5 billion brand on a wholesaléwdent basis because it does a great job of Iguagafranchise products and celebrating
youth culture. Direct to Consumer is a $3.9 billgales channel because we create retail experiématesring excitement to the marketpla
And today, Lunar footwear is a $2 billion franchageretail. And the incredibly successful NIKE Ffegotwear, which started as a natural
motion concept in our Running category, generagasly 50% of its revenue from other categories.t'Shhe leverage model at its best,
turning these great product ideas into company-wld&orms.

All of these mega businesses started out as siitgdes; opportunities that showed promise for growthwe committed to them, we invested
in them and they continue to deliver new potenfial.as | look at fiscal 2013, | expect persisténatilenges along with big opportunity. We
will see continued uncertainty in the global ecogppommodities and labor costs will continue tacflate, currency pressures increase,
especially in Europe and the Emerging Markets ahitias economy is expected to grow more slowly thalve seen over the past 5 years.

We're not immune to these factors; nobody is, butpmtential and our determination to realize ihans undiminished. | also see very
important trends that play directly into our strérsy There's a strong appetite for authentic brandsgenuine innovation. Digital technology
is just beginning to show what's possible in prasiuservices and at retail. And new partnershipgicoe to advance how products are
manufactured and distributed.

NIKE is uniquely able to deliver the kind of inndicm that truly inspires consumers and drives gealvth. We operate a complete offel

that is enabled by the breadth and diversity ofpmrtfolio. More than brands and categories, théfpl@ allows us to compete across all
dimensions: Footwear, apparel, equipment and ssdtwholesale and in our own stores, and acrass mints and channels, and we do it
24/7 all around the world.

So what does all that look like? Well, it reminde mbit of what | saw last week. | was at Haywarld-down in Eugene, Oregon for the
Olympic trials, and | was lucky enough to withnesshfon Eaton's incredible world record performamcthé decathlon. Not only did he set
world and personal bests in several events, hé dicer 2 days of miserable conditions. And whemsfand other athletes were trying to avoid
the rain, Ashton walked around like it was a sursynmer day, totally focused on performing his b@ste of the few bits of sunshine came
during the final event, the 1,500 meters, and pliathim in the record books as the world's greatdete. He raised the bar for himself and
the entire sport. It was the kind of moment thapires all of us to do the same, and we will.

So with that, | want to thank you, and here's Gearl



Charlie Denson, President NIKE Brand: Thanks, Mark. Good afternoon, everybody. Whike BiKE Brand delivered solid growth for Q4,
on a constant currency basis, global revenue wdglép We grew in every geography and all of our éategories, with 6 growing double
digits.

NIKE Brand DTC revenue increased 21%, driven by patore growth in our factory anc-line doors and a 23% increase in online sales.
And our Global Futures number grew 12%. That'srg 8ong quarter of top line growth. We did it strength of our product innovation,
the power of the brand and the differentiation neate through distribution. Those are good toolsddk with, and they really come to life in
the categories. As you know, that's where we canmitle athletes and consumers who represent clgaortunities for significant growth. T
best example of that right now is our Running bes# It's up 31% in constant currency for fiscaln2012 coming in, as Mark said, at $3.7
billion, and that's on top of a 30% growth numizest lyear, over $1.5 billion of incremental revenuer the past 2 years.

So why the boom in running? There are lots of parthat answer. It's a universal activity. You cnit alone or you can do it with your
friends. You can do it virtually your whole life dthere's a low barrier to entry. Running also rsffeome of the most dramatic moments in
sports. You saw that in the women's T@éter final at the Olympic trials down at Eugen#ygon Felix and Jeneba Tarmoh finished in a ¢
heat to decide who would run in the 100 metersandon. It was an unbelievable finish and even if gan't run the 100 in 11 flat, running
still offers a tremendous health benefit.

What's new in running is the rise of digital teclugy and services. Runners are technology-orieatilétes who recognize genuine
innovation. Digital speaks to them becomes it h#esn train, compete and measure their performddigital services can motivate them
and connect them to other runners. Today runniagsiscial activity, and digital is helping driverfigipation rates through the roof all over
the world.

Most of our new performance innovation starts | Running category before it expands into othezgi@ies and even other brands. So when
we create NIKE+ and Free, Lunar or Flyknit like did this year, we're really launching a long-teriatform for growth, then we expand on
the platform using the brand to develop apps, event services that add value and opportunity. wadbring it to life in destination retail,
where consumers can get the full NIKE running eigrere. That's the future of connecting with atldetad consumers.

It's the same model in Global Football. It starifhamazing products like the Mercurial 8 boot angew generation of lightweight,
sustainable uniforms we created for the Euro Chafpstballers also have an amazing appetite fatgtories. Last month, we launched the
My Time is Now campaign. It's been seen by neablyriéllion viewers on YouTube already. Lots of eneilg our Global Football business.
We're up 12%, excluding FX, to over $2 billion iadal 2012. And by the way, it doesn't hurt whekKRlathletes score more goals in the
Euro Champs than all of your competition combin&@. like that.

Okay, real quick, | want to mention Sportswear. &dded over $400 million in incremental revenuesodl year 2012. That's a good numl|
As Mark has said many times, Apparel is one oftiggest growth opportunities and a big part of 8portswear strategy. Here's how we're
getting after it.

We look at product in 3 dimensions: how athletampete, how they train and then how they expresaskb/es. We call this our Amplify
Sport Strategy. It's a complete relationship wilith athlete, and we believe it's the key to unlagkiaw growth in Footwear and especially in
Apparel. To accelerate that potential, we're iradgg sportswear apparel design more directly iniocategories, forging a much deeper and
more meaningful connection between performancespodswear. We're in the early stages, and irstgals show we're on the right path.

Okay, let's move out of categories into a couplthefkey geographies. Starting with North Ameraragther amazing year with $8.8 billion
total revenue for the entire fiscal year. That'serthan $2 billion of incremental revenue in thet 2 years and for the first time, we exceeded
$2 billion in EBIT for a single year; monster yéar North America. I've been doing this for a whéled about every 5 years, | hear that North
America is mature or it's saturated or it's oveadepyed or some other word that insists that ouwtrdere is over. So how do we keep
knocking it out of the park in this market? The gienanswer is we've always seen opportunity. Wenkiiat innovation does create
excitement, whether it's the LeBron 9, or 32 new.MRiforms, or our Brand Experience store in PodlaWe're able to expand existing
segments and create new ones. We're a highly evbhaad in North America. We have unigue expedise insights, and we share those
insights with our retail partners, leading to swsfel destinations like the Foot Locker House obpmor The NIKE Track Club at the Finish
Line or The Field House concept at Dick's SportBapds, all contributing to our success.

So if you were to ask me to describe in one wordpmtential in North America, | guess I'd have &l & infinite. In Western Europe, the
word I'd use here is regional. That's fundamenthifynature of their economy and the currency ssugre all paying so much attention to.
It's also the nature of our opportunity here. &téil year '12 revenue topped $4 billion, and we gawd momentum in most key performance
categories in both Footwear and Apparel. The meskate is that performance works, and our perfocamanthe core of our Amplify Sport
Strategy. There's a lot from North America thataae't apply in Europe. That's why we realignedarganization to get closer to our
consumers and their shared passion for sportswe'r@ evaluating -- or excuse me, and we're elegatistribution strategies to leverage the
brand and our retail partners across the entiremedhis will help create more space to deliverawative product, strengthen the brand and,
ultimately, enable a quicker separation as conaltimprove.

Let's go to China next. We delivered a great ye&hina. Revenue gro-- grew to $2.5 billion. That's an 18% increase -ovel-year on ¢



constant currency basis. Our growth strategy im&hias been spot on, but it's never been statioe@ititer is that market. The Chinese
economy is evolving; consumers are more discerantysophisticated. The competition is sharper. Nirtis is a surprise. In fact, it's a
natural evolution that we've seen in many markgas.just like North America, China continues todhehst potential for those companies
who can see and create new opportunity, so weaptiad key parts of our offense in China to leveragr operational fundamentals, strong
consumer connections and our ability to transfdrenrharketplace. First, we're using more Chipaeific insights and product design. Seci
we'll continue to expand the exposure and the wtaleding of the NIKE Brand, extending our leadgygiosition while creating more energy
around sport for Chinese youth. And third, we'rigidg differentiation in our distribution model &lign with the category offense, expand
market capacity and increase retail productivitpdAve're doing that with our key retail parthersvall as our own stores and online. We
believe the China market is ready to embrace neasidh merchandising and brand presentation ak reta

Now these aren't simple changes. They're goinggakee time to get baked in. But we're confiderdun strategy and our ability to create
sustain our leadership position and continue tevgreer the long term.

Okay, last stop, Emerging Markets. Excluding changd=X, revenue from our Emerging Markets geogyagew 23% in Q4. That pushed
fiscal year '12 revenue beyond $3 billion, up 26&& last year. Very strong performances from Kolexico, Argentina. In fact, most
territories grew over 20%, and we saw double-djgitwth across all key categories.

What | find most rewarding is that our succes$aEmerging Markets is as broad and deep acrodsigioand categories as the geograp
diverse. And just in case you forgot, Brazil, whgniew close to 30% in fiscal year '12, will be liogtthe World Cup and the Olympics over
the next 4 years.

Overall, fiscal 2012 is a great year for the NIKEaBd. That said, | echo Mark's comments. Our inetd see more of our top line growth
translate to the bottom line. To improve gross rmange always start with product cost. We haversfrmechanics in place, like lean
manufacturing and sourcing consolidation. We'reresgjvely leveraging our scale and diversity, aettevdriving breakthrough innovation
like Flyknit that over time will deliver both ecomic and sustainability benefits.

Our second area of focus is our supply chain. Weaugght up with demand, easing shipping costs mpdaving our on-time delivery.

The final lever we're pulling to improve gross masgs pricing. The price-value relationship andrat strength go hand in hand. We'll
continue to invest in the strength of the brand rmwactimize pricing opportunities as we've alwaysealdyut -- and we're confident in our
ability to move gross margins higher over time.

On inventory, | feel very good about our progr&dsr growth rate continues to fall each quarterivéey timing has improved greatly since
last year and we're better equipped to meet stengand going forward. Unit inventory growth andselouts continue to improve
sequentially as planned. And the quality of oueimry is very good, with most of the growth comfram higher input costs, higher growth
geographies and new businesses like the NFL. Qfepthere are a lot of moving parts to inventorg there are pockets like Western Eul
and China where we still have some cleaning uptddt we're making good progress, adjusting oyirgipatterns and leveraging our
network factory stores. | expect inventory will tiome to improve as we move into the new fiscalryea

So what's ahead for the NIKE Brand? Fiscal yeawillde a year that amplifies the best of the NIREand in the lives of athletes and
consumers. Yes, we're going to see ongoing chaenthe global economy will continue to be volatBesiness will continue to evolve. But
we're prepared to manage through that. Our foctraiised on leveraging the power of the brand. \&s&ehmore resources, more talent and
more innovation in the pipeline than any time im bistory, and we intend to keep it focused onluggest growth opportunities.

Thanks, and now here's Don.

Don Blair, VP & Chief Financial Officer: Thanks, Charlie. Before | review our Q4 resuitd &Y '13 guidance, | want to make 3 points
put those details into context: first, that ourtfmio of businesses can deliver strong revenuevtft@ven in a volatile environment; second,
that we delivered solid profitability for the yedespite significant input cost pressures and wdolginuing to make investments to drive
future growth; and third, that while the global romy remains uncertain, we're confident we can awpmour profitability and we'll continue
to manage our business for a sustainable, praditatdwth over the long term.

Let's take the first point, the power of our pditido drive growth. Mark and Charlie both descdl€Y '12 as the year in which we delivered
tremendous revenue growth, fueled by product intiomgbrand strength and realignment of the régmitlscape, all within the framework of
the category offense. We haven't yet reached the/éuldwide potential of these strategies and@mfident they will fuel our growth in FY
'13 and beyond. We don't expect that any compasfemiir portfolio will deliver maximum performanceary year. The benefit of our
portfolio is its ability to smooth the ups and d@asf any one business to deliver consistent gréartiNIKE, Inc. We still see enormous
opportunity for organic growth from our existingrffolio and believe we're still on track to reaalr goal of $28 billion to $30 billion in
revenue by FY '15 even after the divestiture ofeGéhan and Umbro.

Second point. We delivered solid profitability isdal 2012 despite significant input cost headwirdswe've discussed on previous calls,
higher input costs were a significant drag on XY dioss margins despite our ongoing product catation initiatives and significant price
increases. Nevertheless, we maintained strongriepiomentum and leveraged SG&A to deliver 8% ERSvth for the year.

The final point. We're confident we can improve puofit margins over time and remain committed @n@aiging our business for sustaina



profitable growth. As Charlie mentioned earlier, navorking to improve gross margin through produast reduction initiatives such as lean
manufacturing, breakthrough innovations like Flykaupply chain efficiencies and pricing.

Those efforts delivered measurable results in Y although not enough to offset the macroecondmadwinds in the short term. In
addition, we're delivering leverage in our corertvead functions while investing for growth. Someestments continue long-term strategies
with a well-established track record of creatintpeaSome examples are enhancing retail experiénegtsre and online, converting
Converse license markets to direct distribution dewhand creation investments around global spoeemts like the Olympics, where we
launched product innovations and connect our bremdensumers. Other investments are in breaktiraugpvations such as new
manufacturing methods like Flyknit and digital puets and services like FuelBand. We're convincatltibth types of investments will
deliver a strong ROI and we'll continue to makerthe

As we enter FY '13, macroeconomic uncertainty resihigh, putting pressure on the near-term prafitalof many global companies. But
this environment also represents an opportunityifose that have strong competitive positions aedihancial strength to invest to create
further separation. We recognize that no compamyisune to the impact of significant macroeconoduoevndrafts, particularly over the
course of a few quarters. Our commitment is toalkef the levers under our control to strengthanlausiness and deliver sustainable,
profitable growth over time.

With that context, let me provide you a recap af @4 results as well as for the full year. Founttader revenue for NIKE, Inc. grew 12%.
a currency-neutral basis, both NIKE, Inc. and thi€ENBrand grew 14%, and our Other Businesses gié&.INIKE Brand futures orders
advanced 12% on a currency-neutral basis as eadraggny and key category increased. Running, BaakeFootball and Men's Training
led the way, with each growing at a double-digier&8oth units and average price per unit eachributéd 6 points of growth.

On a reported basis, Futures Orders grew 7%, tafteweaker international currencies, particuldng Euro.

Fourth quarter diluted EPS declined 6% to $1.1ingimg full year EPS to $4.73, up 8% versus priealy The Q4 decline was driven by
lower gross margin, planned demand creation investsnand a higher tax rate, partially offset bylibaefits of a lower share count. In
addition, our Q4 results included a $24 milliontresturing charge to streamline NIKE Brand openadiin Western Europe. Compared to last
year, gross margin decreased 150 basis pointhdaguarter and was down 220 basis points for the ¥es in previous quarters, higher in,
costs were the primary drivers of the Q4 decliheugh these were partially offset by higher pridewer airfreight and product cost reduct
initiatives. Our Q4 results also reflected accatmtanvestments in digital R&D as well as an unzptited customs assessment related to 4
previous fiscal years. These factors reduced ouai@full year gross margin by approximately 70 a@dasis points, respectively.

As expected, SG&A growth accelerated in Q4 as higleenand creation investments offset strong opegatverhead leverage. Demand
creation grew 23% for the quarter, driven by ingestts in the launch of the NIKE FuelBand and NFLlpael, as well as marketing for
NIKE Free, European Championships and the Olym,

Operating overhead grew 6% for the quarter, rdéfiganid-teens growth in DTC costs and mid singlgitdjrowth for wholesale and
corporate overhead.

For the year, SG&A grew 11%, 5 points below the &trevenue growth.

The effective tax rate for FY '12 was 25.5% comgace25% for fiscal 2011, primarily due to incresuge tax reserves, partially offset by a
reduction in the effective tax rate on operationtsinle the U.S. Our capital productivity and bataebeet remains strong as our full year
return on invested capital increased 50 basis pdin22.2%, and we held $3.8 billion of cash at yeal.

Inventory at year end was up 23% versus May 3lykeet, continuing the trend of quarterly sequentigdrovements. NIKE Brand inventori
grew 19%, reflecting a 10% increase in units. As/e/said previously, we do have more inventory tivafd like in China and Western
Europe, but continue to be comfortable with invepievels in most of our businesses. The majoritthe inventory growth is in North
America and the Emerging Markets, where revenuerrdas been extremely strong and our factory stbaewe been a very effective and
very profitable tool for managing the marketplace.

Although our progress in managing down inventorels has actually been a bit faster than we expgedfledays ago, we still expect the rate
of dollar inventory growth to remain above reveguewth through the first half of fiscal 2013.

Now let's take a look at our performance by segnsatting with North America. Over the last 2 ygadorth America revenues ha
increased over 30%, a testament to the power afdtegjory offense to drive profitable growth. In,Qbrth America revenues increased 1
on both a reported and currency-neutral basiseéuBy growth in every key category and led by dewdiyit growth in Running and
Basketball, as well as Men's and Women's Training.

For Q4, Footwear revenue increased 14% and Apparehue grew 8%, as we continued to see the berméfiealigning the retail
marketplace along category lines.

Direct to Consumer revenues grew 17% in Q4, as cstone sales increased 13% and online sales grév Ra@r the year, North America
DTC passed the $2 billion revenue mark.



Q4 EBIT for North America grew 8% as robust revegumwth, gross margin expansion and operating @agttleverage were partially offset
by an increase in demand creation. For FY '12,iNArherica EBIT reached $2 billion, up 16% for treay.

In Western Europe, Q4 revenues increased 7% orrenty-neutral basis, driven by growth in everyitery except Italy. Category revenue
growth was led by double-digit increases in Runriang Football, more than offsetting a mid-singlgitdilecline in Sportswear. On a reported
basis, Q4 revenues for Western Europe grew 2%EBUE declined 6% as improved gross margin was rnitwaa offset by demand creation
investments in the European Championships and yragics as well as restructuring costs to streaentire organization.

Central and Eastern Europe continued to build maumerin Q4 as revenues increased 20% on a currematyat basis, led by double-digit
growth in Russia and Poland. All categories ex&uirtswear and Men's Training grew double digéd,dy nearly 50% growth in both
Running and Football.

On a reported basis, Q4 revenues for CEE grew IR¥EBIT increased 6%. The EBIT improvement wasetiprimarily by revenue
growth, which was partially offset by lower grosangins and demand creation investments in the EamgEhampionships.

In China, currency-neutral revenue grew 14% in @#lecting strong growth across all territories &atkegories. For the quarter, Footwear
revenue advanced 21%, while Apparel revenue grew 3%

On a reported basis, Q4 revenue for China grew 48&EBIT increased 9% as higher revenues and hgghss margins were partially offs
by SG&A investments in both demand creation andaip®y overhead. As Charlie explained earlier, ibthChinese economy and our
industry are evolving rapidly. In the short terimse changes have resulted in slowing revenuebighdr inventory levels across the
industry, with some of our competitors reportingnéficant revenue declines. Our futures ordersfoina grew 2% in constant currency, a
significant slowdown versus last quarter. Whileex@ect revenue growth to moderate in the near t@enemain very enthusiastic about the
long-term growth potential in China. The strengttoor brands and our deep connection to Chinessuroars position us to continue to lead
and grow in this critical market.

In Japan, Q4 currency-neutral revenues increased@partially to comparisons to prior-year resthitg reflected the impact of the tsunami.
Performance products, especially Running, conttoudrive the growth. On a reported basis, Q4 regdouJapan increased 11% and EBIT
improved by 115%, driven by revenue growth, higi@iss margins and SG&A leverage.

Our Emerging Markets geography continues to drikeng growth as Q4 revenues grew 23% on a curr@ecyral basis. All but one categc
and 8 of 9 territories posted double-digit revegrewth led by Mexico, Brazil, Argentina and Kor&n a reported basis, Q4 revenue for the
Emerging Markets grew 16% and EBIT increased 2%e@snue growth was mostly offset by lower grossgimgrand increased investmen
demand creation.

Fourth quarter revenues for our Other Businessgsased 16% on both a reported and currency-nédagtsid, driven by double-digit growth
at Converse, NIKE Golf, Umbro and Cole Haan. EBIT the Other Businesses increased 35%, drivendhehiprofits at Converse, NIKE
Golf and Cole Haan.

On May 31, we announced our intention to divestate Haan and Umbro. While we believe these buséesestill have potential for growth
and profitability, this decision reflected our cilence in the growth potential of the NIKE Brandidahe remaining brands in our portfolio, as
well as our commitment to focus our resources ergtieatest opportunities for creating shareholdéres

For fiscal 2012, these 2 businesses combined atmbdor $797 million of revenue and a $43 milli@ss$ before interest and taxes. For
additional clarity on the impact of these businesed~Y '11 and FY '12, we've provided quarterlylPdetails in a new supplemental schec
posted on our website. We're currently in the pseed preparing Cole Haan and Umbro for sale aendtifying potential buyers. At this
stage, we cannot predict the ultimate financialdotpf these businesses on FY '13 results for NIKE,

To provide greater visibility to this impact, aslixgs the results of operations for our ongoingitesses, we intend to separately report the
results of Cole Haan and Umbro beginning in th&t fijuarter of fiscal '13. These results will inadutlelements. One, operating results for
both businesses. These results are subject to barwfivariables, most notably the timing of divtesses and the commercial performance of
the businesses. If both businesses were ownetidaturation of FY '13, we currently expect they ldaeport a consolidated pretax loss of
$50 million to $75 million. Two, costs for execudithe transactions and other costs related toittestitures, if any. Although the total cost
for these items is unknown at this time, we hawtuitled our estimate for Q1 in the guidance thdt¥ed. Three, noncash charges related to
the divestiture of Umbro. Upon the sale of the bess or when the ultimate selling price becomeémabte, we expect to incur noncash
charges to liquidate certain balance sheet accomutst significantly the cumulative translationwslment and deferred tax assets related to
Umbro. Based on the May 31 balance sheet, we wantidipate a pretax charge of $170 million, or $iiilion after tax for the CTA and an
after-tax charge of $32 million for the deferred &ssets. And four, the results of these businegiidsclude gains or losses on sale, which
cannot be estimated at this time.

For Q1 of FY '13, assuming neither Cole Haan nobkinis divested during the quarter, we estimatersalidated pretax loss from these
businesses of approximately $30 million, includaugts of preparing for the divestitur



So let me now provide guidance for our ongoing ess operations. Just to be clear, this guidandedes FY '12 and FY '13 results for b
Cole Haan and Umbro as well as the FY '13 impadiwa#sting of those businesses. For our ongoingnbases, we expect FY '13 constant-
currency revenue growth at or slightly above oghlsingle-digit target range, in line with the cainde we gave on our last call. However, on
a reported basis, we now expect mid-to-high simliggt-revenue growth, reflecting the recent erosddforeign currencies, particularly the
euro.

For Q1, we expect to report high single-digit ravegrowth, reflecting the current momentum of awdoicts and brands as well as strong
sales of Olympic and NFL product. For our ongoingibesses, we expect gross margin to improve ségligin FY '13, but less than
previously anticipated due to the impact of sigrifit FX headwinds. We now expect gross margin ¢tirdeabout 100 basis points in Q1
with sequential improvement each quarter, leadingetir-on-year increases in the second half afigtg snprovement for the year. We
expect full year SG&A for our ongoing businessegrmw faster than revenue at a high single to lowhde digit rate as we continue to invest
in our brands, DTC and innovation, while drivingdeage in our core operating overhead.

For Q1, we expect operating overhead to grow awvadouble-digit rate and demand creation to gropre@ximately 30% as we use the
Summer of Competition to showcase our product iatiom and reinforce our brand connections with comess.

We now expect the FY '13 effective tax rate willdimut 26.5%, with the first half of the year rolygh point higher. This higher tax rate is
due to the shift of earnings mix to higher-taxedrtaes such as the U.S.

In aggregate, we expect our ongoing operationdudity Cole Haan, Umbro and the associated diwestitnpacts, to deliver high single-
digit EPS growth in FY '13. This is below our loteym goal of mid-teens EPS growth as a result@ktgnificant negative impact of weaker
international currencies on both gross margin aaastated foreign earnings, as well as a highecéffe tax rate.

Our results in FY '12 reflect the power of the NI&rtfolio to drive strong revenue growth. Theyoatlemonstrate our ability to deliver solid
profitability despite significant macroeconomic He#nds, while still investing in those areas witle tstrongest potential for future growth.
We have tremendous brand strength and a deepr@palinnovation that will continue to fuel our tpiterm revenue growth in FY '13 and
into the future. We also have the operational @amahtial discipline to continue to manage the lseweithin our business to ensure we deliver
profitable growth over time.

We're now ready to take your questions.

QUESTION AND ANSWER SECTION

Operator: Kate McShane. Citi Investment Research

<Q - Kate McShane>:Don, | was wondering if you could talk about invamyta little bit more. | think on the last call, ydiad estimated that
you thought the higher inventories in China anddperwould take about 6 months to work throughhis going to take longer now? And ¢
you just give us an update on the inventory lewgils respect to those 2 countrie

<A - Don Blair>: Okay. So I'm going to let Charlie speak specifictédl those 2 markets, but what | do want to dass jeiterate from an
overall standpoint, about 70% of our inventorydally coming from other places. So to just put this context, North America and
Emerging Markets are really driving the overalldrales for the company. And the inventory positiwase working through in China and
Western Europe are much smaller piece of that emuat

<A - Charlie Denson>: Yes, this is Charlie, and | think our abilitynmove through the inventory, we feel very confidé&ight now the
Apparel piece, specifically in China, is a littl# beavier. We've talked about that in the past.tifitek that we're in a good position to move
through that -- through the calendar -- or throtighend of the calendar year. So as we look adgbend half of the fiscal year, our
anticipation is that we'll be in a better positinrboth geographies from an inventory standpoint.



<A —Mark Parker>: But most of the inventory growth, as Don said, htiv@ point that out again, is coming out of thset fgrowth
territories, in North America and Emerging Markets.

<Q - Kate McShane>:Okay. And did you happen to quantify how much tiseadunting of the European and China Sportsweamohagbur
gross margins during the quarter?

<A — Don Blair>: Yes, there was a pretty small impact from ofsprimargin and mix in the fourth quarter. It wasayynodest, negative
impact, about 20 basis points.

<Q - Kate McShane>: So the surprise of the 50 basis points are doam fvhere you originally guided came from where?

<A - Don Blair>: Well as | said in the prepared remarks, we habla&ds points of drag that came from 2 things:was increased R&D on
the digital side, which does flow through our grosargin; and the second piece was an unanticigatstbms assessment out of one of our
Emerging Market territories that relates to 4 poesifiscal years. So those were both nonprodugedrélements of gross margin that were
different from what we had anticipated 90 days ago.

Operator: Bob Drbul, Barclays

<Q - Bob Drbul>: Just got a couple of questions. First, Mark, yaterated your confidence in the ability to gethie $28 billion to $30
billion number that you guys laid out by 2015. Gan specifically talk a little bit about Chinaink you had talked about the potential to
double China over that period. Can you still gigeaifeel for where you think you are in that markspecially given some of the trends that
are there currently?

<A — Mark Parker>: Sure. My confidence in the -- our confidence,ddy, in that $28 billion to $30 billion is in theerall diversity of the
portfolio that we've got. So -- and we feel Chiallhough we're hitting a speed bump here in fisk&lwe feel very confident in the long-term
growth potential in China. | think we're workingdlugh some inventory -- industry-wide inventoryuiss there. As we discussed, the
consumer appetite for our product, our brandsuyitecstrong. We feel really good about our positieerall, working very closely with our
partner retailers in China. And again, the prospémtour growth over this period in China are atijuquite strong despite fiscal '13 is going
to be a bit more challenging than what we've sen the past 5 years. And again, we feel very gtiadvout the overall portfolio growth
opportunity from a category and a geography staimtipo

<Q — Bob Drbul>: Okay. And then my second question is can youoetdb a little bit on the trends in Europe? Have geen with the Euro
Championships any major improvements or thingsytbatre really excited about? And when you thinkwtithe Olympics that are on the
horizon now, what the expectations are for that#ijgebusiness as well?

<A - Charlie Denson>: Bob, this is Charlie. Well, | think that Westdtnrope has -- I'm still pretty bullish on the WestEurope business.
| think it's --there's a big opportunity for us there as you labkoth where we're positioned in the marketplakvehat we've been able to
over the last 1 year, 1.5 years around our perfoce@ositioning, which is the one I'm most excabdut. Some of our market share
information coming out continues to show some arystantial gains across the Western Europeandapédsand it's really what we build
rest of the platform off of, whether it's the Triaig or the Sportswear. So I'm still pretty bullehout the opportunity in Europe. | think
obviously, the macros continue to moderate thah-ness because you just don't know how strong theasace going t-- how much of ¢



headwind we're going to be running into. But | fieslly good about the reorg. You see the -- w& the charge in the fourth quarter around
reorg-ing the Western European business. | fegl eenfident about what we're doing there and thection that we're taking and | really like
the positioning that we have regarding performat@what we're doing there. And | think that thessme real opportunity around
distribution. And doing some things across the geplgy, again to leverage both our brand strengthoam ability to create and manage the
marketplace.

Operator: Robby Ohmes, Bank of America

<Q — Robby Ohmes>: | was hoping that you could give a little more data China and | guess, can you just give us supgcof the
slowdown going over there. Is it just everythingliswing or is it your partners, and you have dedidre need to slow our door growth, and
that's impacting the futures orders? Is it Ties pérforming differently than Tier 2, 3, 4? Can yost sort of give us maybe more color on
what's going on over there since we all don't gegfet over there probably as much as we would lika®then | have a follow-up question.

<A - Charlie Denson>: Robert, this is Charlie. So it's all of the abo&ead a little bit -- and what | would say is, aweé've talked a lot about
this, both internally and externally. | -- the gaoelws is that the China business and the Chinaghadntinues to grow. We knew that it was
going to hit a bump in the road somewhere alonguag It got here maybe a little bit faster thantiveught because of the growth that we've
experienced and so we feel great about, as Madk #e& brand position, our connection with the coners. | went through 3 different things
that we're really focusing on as we navigate ouy theough this period: one is distribution; twapi@duct; and three is brand. It's the 3 levers
that we always pull. And quite frankly, | feel dsosig and as good about all 3 of those levers gfiingard as | ever have. When you look at
the overall industry, Don alluded to the fact ttiet overall industry has hit a little bit of a sgémimp. We're not the only one that's seeing
this. And then when you throw in some of the magroumstances that we've all seen coming out ohi@a economic figures, you have a
little bit of a perfect storm that's hitting righow, but it hasn't diminished our growth potentiaimbers or our bullishness in that marketplace
or with that consumer long term.

<Q — Robby Ohmes>: Is it more Apparel than Footwear, or is it balarited

<A — Charlie Denson>: Well, our Footwear business is still strong. Védnseen a little bit more of an impact in Appavéé've had some
sizing issues that we are in the process of fixmgch we believe will enhance the -- our abilityrhove through Apparel. And then | think
the other thing in -- | think in honesty, we -- ttetegory offense has got us out in front of afahings, but | think we're still building a
category consumer in China. And | think that thiitglto continue to be brand-loyal first and a NEkconsumer and then start to differentiate
and segment with the category offense will come timee. And we -- and it may be just a little béfbre its time in the China marketplace
right now which is really, if you look back througfhere we've been and how we created some of opampinventory issues, it's really
coming out of trying to execute the category ofeensybe a little bit too bullish or aggressive imarketplace with that consumer.

<A — Mark Parker>; This is Mark. I'll add that Charlie pointed out guxt branded distribution, and those are the lethetswe're pulling.
And I'd say that we are much more sophisticateslinability to manage those levers than we have beeur history in China. And so we're
really dialing down on all of those opportunitiegothis next year. And again, | think we're veonfident that we're going to see a return to
some fairly robust growth here in China. Just wiogkihrough this next fiscal year is going to bdtaba transition.

<Q — Robby Ohmes>:And just lastly, can you just comment on the Bas&kbbutlook in North America? It looks like it'sticking with youl
key retailers here. We're heading into back-to-sthemd it -- and can you just comment on yourifegbn that? And then also if that is
happening, why wouldn't that also play out for ywatty favorably in China as you head into the $athison?

<A — Mark Parker>: [I'll start with our excitement around BasketbalNorth America, which is extremely high, seeing keBget his first
ring and all the things that came with it. It's thes-viewed NBA Finals, | think, in history. | think witKevin Durant, who's also a NIK



athlete, LeBron, Dwayne Wade, everybody that waslired in that has given us great confidence. Newva move into that the next phas
of storytelling, the U.S. Basketball team and mgyimo the Olympics in London will continue to fumdme of that excitement. And | agree, |
think that will translate into a very strong brapakition in China. We've talked for years how intpat Basketball is to the Chinese consu
whether it's with the NIKE Brand or the Jordan BtaAnd | think that we'll continue to see that éenient translate into the China busines
well.

Operator: Jim Duffy, Stifel Nicolaus

<Q - Jim Duffy>: A couple of questions. One is the balance of therés across the window. | was hoping you couldkpe that, and I'm
wondering if you saw any meaningful cancellatiorfudtires from the numbers out of the third quarter.

<A — Don Blair>: Answer is they're stronger in the front half leé vindow than the back half, reflecting a cougléaotors. You've got
Olympics, you've got NFL and some other factorsidg some of that first quarter versus second guanmowth. And the answer on
cancellation is no, we haven't seen a meaningfuenom that.

<Q —Jim Duffy>: And then could you speak to the nature of th@alignvestments that you're making that have ingp@dthe gross
margins? And when that may run its course or ya@irb® see leverage there?

<A — Don Blair>:  Well first of all, it's going to be a couple ¢fitigs. It's going to be research and developmettlsa as we commercialize
new products, a lot of the costs of ramping up potidn are going to go through our gross margind Aa part of this is a scale question. We
are at this point at the front end of some of theshnologies and some of these businesses, soiweasting at this stage to ramp up both the
technology as well as the production on it anduso ljke any other new product, margins tend torowp over time.

<Q - Jim Duffy>: Okay. And Don, those investments were incrementalhat you'd expected when you talked about tae poming out ¢
the third quarter?

<A —Don Blair>: Yes. It's really a question of timing on this lyas, the products have really taken off. We'vetadome decisions to add
capacity. And we've really been building on thecass of those launches.

Operator: Omar Saad, ISI Group

<Q — Omar Saad>: First, wanted to kind of follow up on a commenamMd made in his prepared remarks about the nafutedndustry
really being driven by competition. Can you kindpoft into context price competition in the indust#re you seeing that change over time
from the competitive landscape or is it -- it maydifferent in certain markets or certain categosas you look at the competitive landscape
and how some of the players may or may not be ysiicg?

<A — Mark Parker>: Well, we -- one factor that we have never seeryehlange is the appetite for meaningful innovatoi premium
product. And it's always been our position is ihagally starts with the performance of the pragtite strength of the product. And that's \
we've driven such a high share of our product regen sales in the premium and performance prie@iéls or price ranges. And again, we
think that'll continue. That's one of the benedithaving a really strong brand and such a focuhennnovation side of the business. T



said, there is an appetite, | think, for a gooelgroduct as well around the world. But we're seging a market change in that condition
overall. It's pretty much stayed the same, | ththkpughout this period. We haven't seen a realndeavd pressure on our premium level of
product. But it's all dependent on how strong thegl of product is and how well we deliver that@vation.

<A —Don Blair>: Yes, | would just add on top of that a little bécause | think you're talking about price discmgnand are we seeing
some of the pricing pressures through some of igmdnting from some of the competition. And agaithjnk in times like this, price value
going to be challenged, and if you can't deliverthlue, which we feel very confident that we'rkedb do and it speaks back to what Mark
said about innovation, then | think some of théofwing players may shake out a little bit, butihththe consumer is going to vote on that.

<A — Mark Parker>: Yes. | mean to be clear, innovation really takeselat all price points, good, better and best. thatiremains our
focus is making sure that we get that price-vaglationship as strong as possible.

<Q — Omar Saad>: Got you. And then any update on the Flyknit ldunpcoming? Are you adding capacity there, giveatvdould be a
strong potential demand for that new product?

<A — Mark Parker>: Yes, | see the -- demand for Flyknit is actuallytggtrong. It is another one of those areas wive'ee investing to
increase our capacity and catch up with the demahith is very strong. Right now we're selling gupair of Flyknit shoes we can make.

<A - Don Blair>: We do have some capacity restraints early andusecthe demand has been so strong.

<A — Mark Parker>: So there's a ramp-up period to catch up with dentiaatdwe're also seeing with the FuelBand, for glanmrwo
incredibly innovative new products involving nevel@ology, so there's a bit of a ramp-that is costing a bit of time and money. Butrly,
| continue to be -- we continue be incredibly lilion the impact that Flyknit will have not onlgiin a performance standpoint, but
revolutionizing how we manufacture product as well.

<A - Don Blair>: And | want to just align this with conversatiome've been having about Lunar. Lunar was a bramdteehnology
launched at the 2008 Beijing Olympics and nowalisut a $2 billion business at retail. This is apoexample here with Flyknit, FuelBand,;
these are technologies we launched around thebalgwents and then we build them over time intdtipia categories and much bigger
commercial businesses.

Operator:  Joe Parkhill, Morgan Stanley

<Q - Joe Parkhill>: | was just -- | know you've talked about Chinlattoday already, but | just wanted to ask aditiit about profitability
and how you're expecting that region to come oer t¢lve next year. And then is some of the recoveypu repositioning Apparel towards
more performance, and how long do you think thpétgf initiative is actually going to take?

<A — Mark Parker>: Well | think with respect to profitability, | meame believe that we're going to continue to devela market
profitably, meaning that we're going to continualtive more velocity through our retail networktfh¢éhe one we own and the one that



partner with others. We do believe there's an dppdy to, as Charlie said, expand performance peadAnd so we do think there's a lot of
levers. So we think the growth will definitely beofitable growth.

<A — Don Blair>: Yes, and I'll just chime in again on the posiitignand the product side of things. | think as wealked about it and as we
will continue to talk about this -- the amplifiedast positioning, which is really establishing fremium performance positioning in the
marketplace, which | think speaks to the brandtaechistory of the brand, the legacy of the bramd] then it's really combining that with the
increased capacity and capabilities around ouitahil take advantage of Lifestyle and Sportswemt ifis that full-time relationship with the
athlete, whether they're competing, whether thegaiaing or actually whether they're just expragghemselves. And it's something we feel
very confident and, quite frankly, very excited abhaur ability as a brand to do something thallye® other brand can do across a spectrum
of product, price points and marketplaces arouedabrld. So it really captures what we think the@l potential of the brand really
represents.

<A — Mark Parker>: On your question on profitability, we are workingra closely with our retail partners in China, asid before, to
enhance their profitability through merchandisinig wf product flow, assortment planning, focus @y kkems and concepts. These are things
that | think we're tightening up in terms of oulateonship with those partners, and | think thatihance their profitability and ours at the
same time.

<Q - Joe Parknhill>: Okay. So | mean in the outgoing year, it's gdimge profitable, of course, but margins, givendowevenue growth,
might be under a little bit of pressure. Is that tlght way to think about it or you're not goimgguide towards the region?

<A — Mark Parker>: Well, | mean there -- when the revenue growth sldessn, there's a small amount of deleverage yountisige in the
supply chain, but that's not the biggest drivemafgins.

Operator: Taposh Bari, Jefferies

<Q - Taposh Bari>: | was hoping you can comment on North Americapae! business? Up 8% seems like a little bit déeeleration
from the prior trend, if you can just provide angne commentary on that.

<A — Charlie Denson>: | think -- this is Charlie. | think we're stillevy bullish and obviously, as you see the NFL skidk in, you're going
to see that number continue to be a pretty solidbar from us. | don't want to talk about what sfiegiare, but we're -- | think our Apparel
number is one of the growth levers that we havesthhbout in the past. We feel very good abouptbgress we're making in pulling that
lever. And | think the U.S. Apparel opportunity tiomes to be quite strong for us here in North Aceer

<Q - Taposh Bari>: Okay. And then | wanted to ask Don just a folloprguestion on the gross margins in the quarteat $84 million
restructuring fee, was that in your initial guidareehen you guided to 100 basis points of compra8sio

<A - Don Blair>; That is not in the gross margin line. So thatrtesuring charge is on the other income and expéne. So the 2 items
that we discussed that were part of margins wegallinvestment as well as the customs assesdimettite 4 previous fiscal years, both --
neither of which was in the guidance that we gave®&ys ago.

<Q - Taposh Bari>: Great. And then just last question | wanted tofasthe other income line, how should we be modgthat line item
for fiscal '137%



<A — Don Blair>: The one thing to bear in mind is that line iterdlides a lot of currency impact. It's essentidéiyns related to conversion
gains and losses that affect the balance shee¢lhaswsome hedging results. So we would expest¢oa little bit of income in the first qual
and then not really significantly material items floe rest of the year.

<A - Kelley Hall>: Thank you, everyone, for joining us for our yead-eall, and we'll look forward to talking to youxiejuarter.

Operator : Ladies and gentlemen, this does conclude todayiference. Thank you, all, for joining, and yoaymow disconnect.




