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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the Quarterly Period Ended November 30, 2010

Commission file number - 001-10635

!
|

——

NIKE, Inc.

(Exact name of registrant as specified in its chaer)

OREGON 93-0584541

(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)

One Bowerman Drive, Beaverton, Oregol 97006453
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area codeg503) 671-6453

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sextli3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the past@@s. Yes No O

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation ${8§ 232.405 of this chapter) during the precedi@gnonths (o
for such shorter period that the registrant wasiired to submit and post such files). Yé&d No [

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated filerx] Accelerated filerd Non-accelerated filei] Smaller Reporting CompaniZ
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No
Shares of Common Stock outstanding as of Novembe2@®LO were:

Class A 89,989,44.
Class B 388,505,30

478,494,75
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PART | - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

NIKE, Inc.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:

Cash and equivalen

Shor-term investments (Note !

Accounts receivable, n

Inventories (Note 2

Deferred income taxes (Note

Prepaid expenses and other current assets (No

Total current assets

Property, plant and equipme
Less accumulated depreciati

Property, plant and equipment, |

Identifiable intangible assets, net (Note
Goodwill (Note 3)
Deferred income taxes and other |-term assets (Note 6 and !

Total assets
LIABILITIES AND SHAREHOLDERS

November 30

Current liabilities:
Current portion of lon-term debt
Notes payabli
Accounts payabl
Accrued liabilities (Note 4
Income taxes payable (Note
Total current liabilities

Long-term debi
Deferred income taxes and other |-term liabilities (Note 6 and 1(
Commitments and contingencies (Note
Redeemable preferred stc
Shareholders’ equity:
Common stock at stated valt

Class A convertibl- 90.0 and 90.0 million shares outstand

Class B- 388.5 and 394.0 million shares outstanc
Capital in excess of stated val
Accumulated other comprehensive income (Not
Retained earning

Total shareholders’ equity

Total liabilities and shareholders’ equity

May 31,
2010 2010

(in millions)
$ 1,76¢ $ 3,07¢
3,021 2,067
2,792 2,65(
2,34¢ 2,041
267 24¢
72C 873
10,91¢ 10,95¢
4,641 4,39(
2,63¢ 2,45¢
2,00: 1,932
46¢ 467
192 18¢
884 873
$ 14,46/ $14,41¢

' EQUITY

$ 132 $ 7
12¢€ 13¢
1,22¢ 1,25¢
1,68¢ 1,904
78 59
3,24¢ 3,36¢
33¢ 44¢€
92¢ 85¢
3 3
3,752 3,441
151 21F
6,04: 6,09t
9,94¢ 9,75¢
$ 14,46/ $14,41¢

The accompanying Notes to Unaudited Condensed Gdatxl Financial Statements are an integral gatis statement.
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NIKE, Inc.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME

Three Months Ended
November 30,

Six Months Ended
November 30,

2010 2009 2010 2009
(in millions, except per share data)

Revenue! $4,84z. $4,408 $10,017 $9,20¢
Cost of sale: 2,64¢ 2,44~ 5,39( 5,02¢
Gross margir 2,19 1,96( 4,621 4,17¢
Demand creation expen 574 573 1,25: 1,125
Operating overhead exper 1,037 90¢€ 2,031 1,89¢
Total selling and administrative exper 1,611 1,47¢ 3,28¢ 3,02t
Other (income), ne (28) (12 (22) (24)
Interest expense, n 1 2 — 3
Income before income tax 60¢ 491 1,36¢ 1,172
Income tax expense (Note 152 11€ 34¢ 284
Net income $ 457 $ 37t $101€¢ $ 88¢
Basic earnings per common share (Not $ 09€ $ 077 $ 21z $1.8:
Diluted earnings per common share (Not $ 094 $ 076€ $ 2.0¢ $1.8C
Dividends declared per common sh $ 031 $ 027 $ 056 $ 05

The accompanying Notes to Unaudited Condensed Gdatsl Financial Statements are an integral pfatis statement.
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NIKE, Inc.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash provided by operations:
Net income
Income charges (credits) not affecting c¢
Depreciatior
Deferred income taxe
Stocl-based compensatic
Amortization and othe
Changes in certain working capital components dahdrassets and liabilitie
(Increase) decrease in accounts receiv
(Increase) decrease in inventor
Decrease (Increase) in prepaid expenses and cbets
(Decrease) in accounts payable, accrued liabil#resincome taxes payal

Cash provided by operations

Cash used by investing activities:
Purchases of investmer
Maturities of investment
Sales of investmen
Additions to property, plant and equipmi
Proceeds from the sale of property, plant and exei
Increase in other assets and liabilities,
Settlement of net investment hed

Cash used by investing activities

Cash used by financing activities
Reduction in lon-term debt, including current portic
(Decrease) in notes payal
Proceeds from exercise of stock options and otioeksssuance
Excess tax benefits from sh-based payment arrangeme
Repurchase of common sta
Dividends on common stoc

Cash used by financing activities

Effect of exchange rate changes on ¢
Net decrease in cash and equivalt

Cash and equivalents, beginning of pel
Cash and equivalents, end of perio

Supplemental disclosure of cash flow informati

Dividends declared and not pe

Six Months Ended
November 30,

2010 2009
(in millions)

$1,01¢ $ 88t
161 15¢
(3) 19
50 11¢
14 16
(36) 28¢
(252) 252
10 (1)
(313 (356)
647 1,37
(3,369 (1,580
1,83¢ 39C
561 35¢
(192) 179
— 9
(4) ©)
(12 (67)
(1,179 (1,065)
(4) (29)
(15) (245)
22¢ 17¢
40 25
(78E) (197
(260) (247)
(79€) (50€)
9 (62)
(1,311 (25€)
3,07¢ 2,291
$ 1,76¢ $ 2,03t
$ 14¢g $ 13z

The accompanying Notes to Unaudited Condensed Gdata Financial Statements are an integral gfdtis statement.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - Summary of Significant Accounting Policies

Basis of Presentation:

The accompanying unaudited condensed consolidetaddial statements reflect all adjustments (caimgjof normal recurring
accruals) which are, in the opinion of managemeagtessary for a fair statement of the results efaifons for the interim period. The year-
end condensed consolidated balance sheet dataviesy@&1, 2010 was derived from audited financiatesnents, but does not include all
disclosures required by accounting principles galheaccepted in the United States of America (‘GSAP”). The interim financial
information and notes thereto should be read ijurmtion with the Company’s latest Annual Reportform 10-K. The results of operations
for the three and six months ended November 300 204 not necessarily indicative of results to Xjgeeted for the entire year.

Demand Creation Expense:

Demand creation expense consists of advertisingeardotion costs, including costs of endorsementrects, television, digital and
print advertising, brand events, and retail braresentation. Advertising production costs are expdrihe first time an advertisement is run.
Advertising placement costs are expensed in thehmtbe advertising appears, while costs relatditdand events are expensed when the
occurs. Costs related to retail brand presentatierexpensed when the presentation is completededivééred. A significant amount of the
Company’s promational expenses result from paymemier endorsement contracts. Accounting for eraoesit payments is based upon
specific contract provisions. Generally, endorsenpagments are expensed on a straight-line basisthe term of the contract after giving
recognition to periodic performance compliance mions of the contracts. Prepayments made undéramis are included in prepaid
expenses or other assets depending on the penith the prepayment applies.

Recently Adopted Accounting Standards:

In January 2010, the Financial Accounting Stand&aksrd (“FASB”) issued guidance to amend the dsate requirements related to
recurring and nonrecurring fair value measuremeirits.guidance requires additional disclosures attwudifferent classes of assets and
liabilities measured at fair value, the valuatienhniques and inputs used, the activity in LevigiBvalue measurements, and the transfers
between Levels 1, 2, and 3 of the fair value measent hierarchy. This guidance became effectivéii®iCompany beginning March 1,
2010, except for disclosures relating to purchasgss, issuances and settlements of Level 3 amsetgabilities, which will be effective for
the Company beginning June 1, 2011. As this guidamty requires expanded disclosures, the adogitnot and will not impact the
Company’s consolidated financial position or resolt operations.

In June 2009, the FASB issued a new accountinglatdrthat revised the guidance for the consolidatiovariable interest entities
(“VIE"). This new guidance requires a qualitatiyepaoach to identifying a controlling financial inést in a VIE, and requires an ongoing
assessment of whether an entity is a VIE and wheithénterest in a VIE makes the holder the printageficiary of the VIE. This guidance
became effective for the Company beginning Jurg910. The adoption of this guidance did not havergract on the Company’s
consolidated financial position or results of opierss.

Recently | ssued Accounting Standards:

In October 2009, the FASB issued new standardgdivided the guidance for revenue recognition witlitiple deliverables. These ne
standards impact the determination of when theviddal deliverables included in a multiple-elemamtangement may be treated as separate
units of accounting. Additionally, these new staxdamodify the manner in which the transaction tderation is allocated across the
separately identified deliverables by no longeng#ing the residual method of allocating arrangahwnsideration. These new standard:
effective for the Company beginning June 1, 201t Tompany does not expect the adoption will havaterial impact on its consolidated
financial positions or results of operations.

NOTE 2 - Inventories:

Inventory balances of $2,348 million and $2,04 1ol at November 30, 2010 and May 31, 2010, re$pelgt were substantially all
finished goods.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
NOTE 3 - Identified Intangible Assets and Goodwill:

The following tables summarize the Company’s idetile intangible assets and goodwill balancesatdxhber 30, 2010 and May 31,
2010:

November 30, 2010 May 31, 2010
Gross Gross
Carrying Accumulated Net Carrying Accumulated Net
Carrying Carrying
Amount Amortization Amount Amount Amortization Amount
(in millions)
Amortized intangible asset
Patents $ 72 $ (23 $ 49 $ 69 $ (21) $ 48
Trademarks 42 (22) 21 40 (18) 22
Other 34 (20) 14 32 (18) 14
Total $ 14¢ $ 64 $ 84 $ 141 $ G657 $ 84
Unamortized intangible ass- Trademark: $ 38t $ 38¢
Identifiable intangible assets, r $ 46¢ $ 467
November 30, 2010 May 31, 2010
Accumulated Accumulated
Goodwill Impairment Goodwill, net Goodwill Impairment Goodwill, net
(in millions)

Goodwill $ 31 $ (199 $ 192 $ 387 $ (199 $  18¢

The effect of foreign exchange fluctuations for silemonth period ended November 30, 2010 increasadhortized intangible

assets and goodwill by approximately $2 million &ddmillion, respectively, resulting from the weakey of the U.S. dollar in relation to the
British Pound.

Amortization expense, which is included in sellamgd administrative expense, was $4 million and $om for the three month perioc
ended November 30, 2010 and 2009, respectively$@ndillion for each of the six month periods endam/ember 30, 2010 and 2009,
respectively. The estimated amortization expens@nfangible assets subject to amortization forrraainder of fiscal year 2011 and each of
the years ending May 31, 2012 through May 31, 28&5as follows: $7 million; 2012: $13 million; 201RL2 million; 2014: $10 million;

2015: $6 million.

All goodwill balances are included in the Comparigher” category for segment reporting purposes.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

NOTE 4 - Accrued Liabilities:
Accrued liabilities include the following:

November 30, 201 May 31, 201(
(in millions)

Compensation and benefits, excluding te $ 431 $ 59¢
Endorsee compensati 217 267
Taxes other than income tax 201 15¢
Dividends payabli 14¢ 131
Advertising and marketin 137 12t
Fair value of derivative 10t 164
Import and logistics cos 87 80
Other® 35¢ 38C
Total accrued liabilitie: $ 1,68¢ $ 1,90¢

@ Other consists of various accrued expenses. Nwithdil item accounted for more than 5% of the tbance at November 30, 2010

and May 31, 201(

NOTE 5 - Fair Value Measurements:

The Company measures certain financial assetsaitities at fair value on a recurring basis, irdihg derivatives and available-for-
sale securities. Fair value is a market-based meamnt that should be determined based on the asisuns that market participants would
use in pricing an asset or liability. As a basisdonsidering such assumptions, the Company ueeetlevel hierarchy established by the
FASB which prioritizes fair value measurements base the types of inputs used for the various waunaechniques (market approach,
income approach, and cost approach).

The levels of hierarchy are described below:
. Level 1: Observable inputs such as quoted pricestive markets for identical assets or liabilit

. Level 2: Inputs other than quoted prices that éseovable for the asset or liability, either dihgatr indirectly; these include
quoted prices for similar assets or liabilitiesagtive markets and quoted prices for identicalimilar assets or liabilities in
markets that are not activ

. Level 3: Unobservable inputs in which there idditir no market data available, which require #@orting entity to develop its
own assumption:

The Company’s assessment of the significance afticplar input to the fair value measurementsreittirety requires judgment and
considers factors specific to the asset or lighilinancial assets and liabilities are classifietheir entirety based on the most stringent level
of input that is significant to the fair value maesment.

The following table presents information about @@mpany’s financial assets and liabilities measatddir value on a recurring basis
as of November 30, 2010 and May 31, 2010 and itelicthe fair value hierarchy of the valuation téghas utilized by the Company to
determine such fair value.
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NIKE, Inc.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

November 30, 2010

Fair Value Measurements Using

Assets/Liabilities a

Level 1 Level 2 Level 3 Fair Value Balance Sheet Classification
(in millions)
Assets
Derivatives:

Foreign exchange forwards and options $ — $ 15¢ $— $ 15¢  Other current assets and
other lon¢-term asset

Interest rate swap contracts — 18 — 18 Other current assets and
other lon¢-term asset

Total derivatives — 177 — 177
Available-for-sale securities

U.S. Treasury securitie 22t — — 225 Cash and equivalen

Commercial paper and bon — 154 — 154  Cash and equivalen

Money market fund — 665 — 665  Cash and equivalen

U.S. Treasury securitie 1,43¢ — — 1,43¢  Shor-term investment

U.S. agency securitie — 35€ — 35€  Shor-term investment

Commercial paper and bon — 1,231 — 1,231  Shor-term investment

Total availabl-for-sale securitie 1,65¢ 2,40¢ — 4,065

Total assets $1,65¢ $258 $— $ 4,24:
Liabilities

Derivatives:

Foreign exchange forwards and options $ — $ 118 $— $ 11z Accrued liabilities and
other long-term
liabilities

Total liabilities $ — $ 112 $— $ 113
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

May 31, 2010

Fair Value Measurements Using

Assets /Liabilities a

Level 1 Level 2 Level 3 Fair Value Balance Sheet Classification
(in millions)
Assets
Derivatives:
Foreign exchange forwards and options $ — $ 42C $— $ 42C  Other current assets and
other lon¢-term asset
Interest rate swap contracts — 15 — 15 Other current assets and
other lon¢-term asset
Total derivatives — 43k — 43k

Available-for-sale securities

U.S. Treasury securitie 1,232 — — 1,232 Cash and equivalen

Commercial paper and bon — 462 — 462 Cash and equivalen

Money market fund — 68E — 68E Cash and equivalen

U.S. Treasury securitie 1,08t — — 1,08t Shor-term investment

U.S. agency securitie — 29¢ — 29¢ Shor-term investment

Commercial paper and bon — 684 — 684 Shor-term investment

Total availabl-for-sale securitie 2,317 2,12¢ — 4,44¢

Total assets $ 2317 $ 2560 $— $ 4,881
Liabilities

Derivatives:

Foreign exchange forwards and options $ — $ 16F $— $ 165 Accrued liabilities and
other long-term
liabilities

Total liabilities $ — $ 168 $— $ 165

Derivative financial instruments include foreigmm@ncy forwards and option contracts and intera® swaps. The fair value of
derivative contracts is determined using observatdeket inputs such as the forward pricing curuetency volatilities, currency correlations
and interest rates, and considers nonperformask®fithe Company and that of its counterpartiefjustments relating to these risks were
not material at November 30, 2010 or May 31, 2010.

Available-for-sale securities are primarily compdsof investments in U.S. Treasury and agency g&xsjrcorporate commercial paper
and bonds. These securities are valued using mprricess on both active markets (Level 1) and lesis@markets (Level 2). Level 1
instrument valuations are obtained from real-tiraetgs for transactions in active exchange marketlving identical assets. Level 2
instrument valuations are obtained from readilyilate pricing sources for comparable instruments.

As of November 30, 2010 and May 31, 2010, the Comerd no Level 3 financial assets and liabiliaesl no assets or liabilities that
were required to be measured at fair value on areomrring basis.

Short-Term | nvestments:

As of November 30, 2010 and May 31, 2010, shoritievestments consisted of available-for-sale ggesr Available-for-sale
securities are recorded at fair value with unrealigains and losses reported, net of tax, in atkprehensive income, unless unrealized
losses are determined to be other than temporargf Alovember 30, 2010, the Company held $2.70hilif available-foisale securities wit
maturity dates within one year and $277 millionhwitaturity dates over one year and less than faagsywithin shorterm investments. As
May 31, 2010, the Company held $1.9 billion of ¢aale-for-sale securities with maturity dates witbbne year and $167 million with
maturity dates over one year and less than fivesye#hin short-term investments.

10
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Short-term investments classified as availablestde consist of the following at fair value:

November 30, 201 May 31, 201(
(in millions)
Available-for-sale investment:
U.S. Treasury and Agenci $ 1,79( $ 1,38t
Corporate commercial paper and bo 1,231 684
Total availabl-for-sale investment $ 3,021 $ 2,067

Fair Value of Long-Term Debt and Notes Payable:

The Company’s long-term debt is recorded at adjustest, net of amortized premiums and discountsirstedest rate swap fair value
adjustments. The fair value of long-term debt inested based upon quoted prices for similar imsants. The fair value of the Company’s
long-term debt, including the current portion, vegproximately $480 million at November 30, 2010 483 million at May 31, 2010.

The carrying amounts reflected in the unauditeddieosed consolidated balance sheet for notes pagppteximate fair value.

NOTE 6 - Income Taxes:

The effective tax rate was 25.5% and 24.2% foistkenonths ended November 30, 2010 and 2009, riégelyc The increase in the
Company'’s effective tax rate was primarily drivgnan increase in the percentage of pre-tax incaiaed to operations in the United
States. The United States statutory tax rate isrgdlg higher than the tax rate on operations detslie United States.

As of November 30, 2010, total gross unrecogniagdenefits, excluding related interest and pesgliivere $278 million, $147 millic
of which would affect the Company’s effective tate if recognized in future periods. As of May 2010, total gross unrecognized tax
benefits, excluding interest and penalties, we&2%aillion, $158 million of which would affect tteompany’s effective tax rate if
recognized in future periods. The gross liability payment of interest and penalties increasedndillbn during the six months ended
November 30, 2010. As of November 30, 2010, accmiedest and penalties related to uncertain taitipos were $95 million (excludin
federal benefit).

The Company is subject to taxation primarily in tated States, China and the Netherlands as welagous state and other foreign
jurisdictions. The Company has concluded substhnt#i U.S. federal income tax matters througltéisyear 2006. The Company is curre
under audit by the Internal Revenue Service (IRB}He 2009 and 2010 tax years, and is appealingicassues related to the IRS audits of
its 2007 and 2008 tax years. The Company’s majaida jurisdictions, China and the Netherlands eheancluded substantially all income
tax matters through calendar 1999 and fiscal 2B88pectively. It is reasonably possible that th® #idit for the 2009 tax year will be
completed during the next 12 months, which cousdiitein a decrease in our balance of unrecogniaeténefits. The Company does not
anticipate that total gross unrecognized tax benefill change significantly as a result of full partial settlement of audits within the next 12
months.

11
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
NOTE 7 - Comprehensive Income:
Comprehensive income, net of taxes, is as follows:

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 2010 2009
(in millions)
Net income $ 457 $ 37E $1,01¢ $ 88¢

Other comprehensive income (los
Changes in cumulative translation adjustment ahdrdinet of tax expense of $24
million, $34 million, $51 million, and $55 millionmespectively’ 51 61 104 85
Changes due to cash flow hedging instrume
Net (loss) on hedge derivatives (net of tax beréf10 million, $36 million, $3
million, and $61 million, respectivel ©) (92 (75) (15€)
Reclassification to net income of previously deddr(gains) related to hedge
derivative instruments (net of tax expense of $1llian, $11 million, $26

million, and $32 million, respectivel (33) (29) (77) (90)
Reclassification of ineffective hedge (gains) laskenet income (net of tax
expense of $1 million for the six month period esthtk®vember 30, 2004 — — — 4

Changes due to net investment hed
Net (loss) on hedge derivatives (net of tax berséf§2 million, $14 million, $8

million, and $23 million, respectivel (2) (28) (16) (46)
Other comprehensive income (los 13 (88) (64) (217)

Total comprehensive incon $ 47C $ 287 $ 957 $ 677

@ Refer to Note 1(- Risk Management and Derivatives for additional ile

NOTE 8 - Stock-Based Compensation:

A committee of the Board of Directors grants stopkions and restricted stock under the NIKE, 1890 Stock Incentive Plan (the
“1990 Plan”).The committee has granted substantially all stqations at 100% of the market price on the daterafig Substantially all stoc
option grants outstanding under the 1990 Plan wemted in the first quarter of each fiscal yeastwatably over four years, and expire 10
years from the date of grant. In addition to th@@.®lan, the Company gives employees the rightitohase shares at a discount to the m;
price under employee stock purchase plans (“ESPPs”)

The Company accounts for stock-based compensagiestimating the fair value of options granted urttie 1990 Plan and employees’
purchase rights under the ESPPs using the Blac&l&sloption pricing model. The Company recognihésfair value as operating overhead
expense over the vesting period using the strdightmethod.

The following table summarizes the Company’s tetatk-based compensation expense:

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 2010 2009
(in millions)

Stock options® $ 21 $ 17 $ 35 $ 10z
ESPPs 4 4 8 8
Restricted stoc 4 3 7 5
Total stocl-based compensation expe! $ 29 $ 24 $ 50 $ 11t

(" Accelerated stock option expense is recorded fql@yees eligible for accelerated stock option wgtipon retirement. In the first

quarter of fiscal 2011, the Company changed thelarated vesting provisions of its stock optiompldnder the new provisions,
accelerated stock option expense for the threessmonth periods ended November 30, 2010 was $itomand $6 million,

respectively. The accelerated stock option expérsthe three and six month periods ended Nover8Be2009 was $1 million and $72
million, respectively

12
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

As of November 30, 2010, the Company had $152eniléif unrecognized compensation costs from stotkmeg net of estimated
forfeitures, to be recognized as operating overtee@ense over a weighted average period of 2. &8year

The weighted average fair value per share of thiempgranted during the six months ended Nover8BeP010 and 2009 as computed
using the Black-Scholes pricing model was $17.66%28.41, respectively. The weighted average assongpused to estimate these fair
values are as follows:

Six Months Ended
November 30,

2010 2009
Dividend yield 1.€% 1.%%
Expected volatility 31.5% 57.8€%
Weightec-average expected life (in yea 5.C 5.C

Risk-free interest rat 1.7% 2.5%

Expected volatility is estimated based on the iegplolatility in market traded options on the Comga common stock with a term
greater than one year, along with other factore Whighted average expected life of options isdhasean analysis of historical and expected
future exercise patterns. The interest rate isbasahe U.S. Treasury (constant maturity) figle rate in effect at the date of grant for pes
corresponding with the expected term of the options

NOTE 9 - Earnings Per Common Share:

The following is a reconciliation from basic eamgnper share to diluted earnings per share. Optoopsrchase an additional 6.3 milli
and 0.2 million shares of common stock were outhtanfor the three month periods ended NovembePB00 and 2009, respectively, and
0.2 million and 12.6 million shares of common steekre outstanding for the six month periods endedexber 30, 2010 and 2009,
respectively, but were not included in the compataof diluted earnings per share because the mpticere anti-dilutive.

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 2010 2009

(in millions, except per share data)
Determination of share

Weighted average common shares outstan 477.¢ 487.2 478.¢ 486.5
Assumed conversion of dilutive stock options andas 9.7 7.3 9.€ 7.C
Diluted weighted average common shares outstar 487.¢ 494.F 488.4 493.t
Basic earnings per common sh $ 0.9¢€ $ 0.77 $ 212 $ 1.8¢
Diluted earnings per common shi $ 0.9¢ $ 0.7¢€ $ 2.0¢ $ 1.8C

NOTE 10 - Risk Management and Derivatives:

The Company is exposed to global market risksutiolg the effect of changes in foreign currencyhexge rates and interest rates, and
uses derivatives to manage financial exposuresottatr in the normal course of business. The Compaes not hold or issue derivatives for
trading purposes.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asagé$ risk management
objective and strategy for undertaking hedge tretitsas. This process includes linking all derivatwto either specific firm commitments or
forecasted transactions. The Company also enteréareign exchange forwards to mitigate the chandair value of specific assets and
liabilities on the balance sheet, which are notgiegted as hedging instruments under the accoustargiards for derivatives and hedging.
Accordingly, changes in the fair value of these-designated instruments of recorded balance sheet
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positions are recognized immediately in other (ined, net, on the income statement together withrresaction gain or loss from the hed
balance sheet position. The Company classifiesdbh flows at settlement from these undesignatcuiments in the same category as the
cash flows from the related hedged items, genevétlyin the cash provided by operations componéti@ cash flow statement.

The majority of derivatives outstanding as of Nobem30, 2010 are designated as cash flow, fairvaitnet investment hedges. All
derivatives are recognized on the balance shekemtfair value and classified based on the ims&nt's maturity date. The total notional
amount of outstanding derivatives as of Novembe28Q0 was $6 billion, which is primarily compriseficash flow hedges denominated in
Euros, British Pounds and Japanese Yen.

The following table presents the fair values ofigiive instruments included within the unauditemdensed consolidated balance s
as of November 30, 2010 and the condensed congaditi@lance sheet as of May 31, 2010:

Asset Derivatives Liability Derivatives

November 30 May 31, November 30 May 31,
Balance Sheet Location 2010 2010 Balance Sheet Location 2010 2010
(in millions)
Derivatives formally
designated as hedging
instruments
Foreign exchange
forwards and Prepaid expenses and
options other current asse $ 124 $ 31€ Accrued liabilities 54 $ 25
Foreign exchange Deferred income taxes Deferred income taxes
forwards and and other long-term and other long-term
options assets 12 — liabilities 8 —
Interest rate swap Deferred income taxes Deferred income taxes
contracts and other long-term and other long-term
asset: 18 15 liabilities — —
Total derivatives formally
designated as hedging
instruments 154 331 62 25
Derivatives not formally
designated as hedging
instruments
Foreign exchange
forwards and Prepaid expenses and
options other current asse 23 104 Accrued liabilities 51 13¢
Foreign exchange Deferred income taxes Deferred income taxes
forwards and and other long-term and other long-term
options asset: — — liabilities — 1
Total derivatives not
formally designated as
hedging instrument 23 104 51 14C
Total derivatives $ 177 $ 43t 112 $ 16f
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The following tables present the amounts affectirgunaudited condensed consolidated statemeitsarhe for the three and six

month periods ended November 30, 2010 and 2009:

Amount of Gain (Loss) Amount of Gain (Loss)
Recognized in Other Reclassified From Accumulated
Comprehensive Income on Other Comprehensive Income into
Derivatives (1) Income (1)
Three Months Six Months Three Months Six Months
Ended Ended Ended Ended
November 30 November 30 November 30 November 30
Derivatives designated as hedges 2010 2010 2010 2010
(in millions) (in millions)
Derivatives designated as ca
flow hedges
Foreign exchange
forwards and option $ 33 $ 4 Revenue $ (10 $ (23)
Foreign exchange
forwards and option (36) (86) Cost of sale: 35 87
Foreign exchange Selling and administrative
forwards and option ©)] @ expense 1 1
Foreign exchange
forwards and option () (30) Other (income), ne 18 38
Total designated cash flow
hedges $ (13 $ (113 $ 44 $ 10¢
Derivatives designated as ne
investment hedge
Foreign exchange
forwards and option $ 4 $ (24) Other (income), ne $ — $ —

@)

For the three and six month periods ended Nove®®e2010, the Company recorded an immaterial amofuneffectiveness from ca
flow hedges in other (income), n

Amount of Gain (Loss) Amount of Gain (Loss)
Recognized in Other Reclassified From Accumulated
Comprehensive Income on Other Comprehensive Income into
Derivatives (1) Income ()
Three Months Six Months Three Months Six Months
Ended Ended Ended Ended
November 30 November 30 November 30 November 30,
Derivatives designated as hedges 2009 2009 2009 2009
(in millions) (in millions)
Derivatives designated as
cash flow hedge:
Foreign exchange
forwards and optior $ 9 $ (3) Revenue $ 21 $ 39
Foreign exchange
forwards and optior (115) () Cost of sale: 11 52
Foreign exchange Selling and administrative
forwards and optior — 1 expense — ()
Foreign exchange
forwards and optior (22) (49 Other (income), ne 8 36
Total designated cash flow
hedges $ (12¢) $ (217) $ 40 $ 127
Derivatives designated as n
investment hedge
Foreign exchange
forwards and optior $ (42) $ (69) Other (income), ne $ — $ —

(@)

For the three and six month periods ended Nove@®e?2009, the Company recorded an immaterial amofuneffectiveness from ca
flow hedges in other (income), n
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Amount of Gain (Loss) Recognized in Income on Deratives

Three Months Three Months
Six Months Six Months
Ended Ended Ended Ended Location of Gain (Loss)
November 30 November 30 November 30 November 30 Recognized in Income o
2010 2009 2010 2009 Derivatives
(in millions)
Derivatives designated as fair value hed
Interest rate swapy Interest expense,
$ 1 $ 3 $ 3 $ 5 net
Derivatives not designated as hedging
instruments
Foreign exchange forwards and
options $ (20) $ (39) $ (31) $ (70) Other (income), ne

@ All interest rate swap agreements meet the shomettiod requirements under the accounting standardkerivatives and hedging.

Accordingly, changes in the fair values of the lias rate swap agreements are exactly offset bygesain the fair value of the
underlying lon+term debt. Refer to sectic Fair Value Hedge” for additional detail

Refer to Note 4 - Accrued Liabilities for derivagiinstruments recorded in accrued liabilities, NoteFair Value Measurements for a
description of how the above financial instrumeares valued, and Note 7 - Comprehensive Incomedditianal information on changes in
other comprehensive income for the three and sitimperiods ended November 30, 2010 and 2009.

Cash Flow Hedges

The purpose of the Company'’s foreign currency haglgictivities is to protect the Company from ttsk that the eventual cash flows
resulting from transactions in foreign currenciasluding revenues, product costs, selling and atrative expense, investments in U.S.
dollar-denominated available-for-sale debt seasitind intercompany transactions, including integzany borrowings, will be adversely
affected by changes in exchange rates. It is thregaay’s policy to utilize derivatives to reducedimn exchange risks where internal netting
strategies cannot be effectively employed. Hedgamasactions are denominated primarily in Eurogj®riPounds and Japanese Yen. The
Company hedges up to 100% of anticipated exposypésally 12 months in advance, but has hedgedwsshras 34 months in advance.

All changes in fair values of outstanding cash floedge derivatives, except the ineffective portame, recorded in other comprehensive
income until net income is affected by the vari@pibf cash flows of the hedged transaction. In toases, amounts recorded in other
comprehensive income will be released to net inceomee time after the maturity of the related deiivea The consolidated statement of
income classification of effective hedge resultthis same as that of the underlying exposure. Bestihedges of revenue and product costs
are recorded in revenue and cost of sales, resgpBgtivhen the underlying hedged transaction adfeet income. Results of hedges of selling
and administrative expense are recorded togettibrthose costs when the related expense is recardsallts of hedges of anticipated
purchases and sales of U.S. dollar-denominatedal@ifor-sale securities are recorded in othezgine), net when the securities are sold.
Results of hedges of anticipated intercompany &ratiens are recorded in other (income), net whertldmsaction occurs. The Company
classifies the cash flows at settlement from thiesggnated cash flow hedge derivatives in the sategory as the cash flows from the rel
hedged items, generally within the cash providedpgrations component of the cash flow statement.

Premiums paid on options are initially recordedieferred charges. The Company assesses the effeesiy of options based on the 1
cash flows method and records total changes iopkiens’ fair value to other comprehensive incoméne degree they are effective.

As of November 30, 2010, $45 million of deferred gains (net of tax) on both outstanding and maltdierivatives accumulated in
other comprehensive income are expected to bessfital to net income during the next 12 montha essult of underlying hedged
transactions also being recorded in net incomeud@mounts ultimately reclassified to net incomedependent on the exchange rates in
effect when derivative contracts that are curreatlistanding mature. As of November 30, 2010, thgimum term over which the Company
is hedging exposures to the variability of caskwvldor its forecasted and recorded transactio8 isionths.

The Company formally assesses both at a hedgesgtion and on an ongoing basis, whether the dérasthat are used in the hedging
transaction have been highly effective in offsettiinanges in the cash flows of hedged items andhshéhose derivatives may be expecte
remain highly effective in future periods. Effeaness for cash flow hedges is assessed basedwardarates. When it is determined that a
derivative is not, or has ceased to be, highlyotiffe as a hedge, the Company discontinues hedgiaiting prospectively.
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The Company discontinues hedge accounting prosgdctivhen (1) it determines that the derivativaaslonger highly effective in
offsetting changes in the cash flows of a hedged ifincluding hedged items such as firm commitmenferecasted transactions); (2) the
derivative expires or is sold, terminated, or eisend; (3) it is no longer probable that the foréeddransaction will occur; or (4) management
determines that designating the derivative as gihgdnstrument is no longer appropriate.

When the Company discontinues hedge accountingibedtis no longer probable that the forecastauastiction will occur in the
originally expected period, but is expected to oaeithin an additional two-month period of time thafter, the gain or loss on the derivative
remains in accumulated other comprehensive incardesareclassified to net income when the forecasnsaction affects net income.
However, if it is probable that a forecasted tratisa will not occur by the end of the originallgexified time period or within an additional
two-month period of time thereafter, the gains krsdes that were accumulated in other compreheimsteene will be recognized
immediately in net income. In all situations in wihedge accounting is discontinued and the déreva¢mains outstanding, the Company
will carry the derivative at its fair value on thalance sheet, recognizing future changes in ihedaie in other (income), net. Ineffectiven
was not material for the three and six month perieaded November 30, 2010 and 2009.

Fair Value Hedges

The Company is also exposed to the risk of chaimgi® fair value of certain fixed-rate debt atiitidble to changes in interest rates.
Derivatives currently used by the Company to hetigerisk are receive-fixed, pay-variable intemede swaps. As of November 30, 2010, all
interest rate swap agreements are designatedr amlia¢ hedges of the related long-term debt anek the shortcut method requirements
under the accounting standards for derivativestedjing. Accordingly, changes in the fair valueshef interest rate swap agreements are
exactly offset by changes in the fair value ofelhelerlying long-term debt. The cash flows assodiatih the Company’s fair value hedges
are periodic interest payments while the swap®atstanding, which are reflected in net income imithe cash provided by operations
component of the cash flow statement. No ineffectass has been recorded to net income relateteteshrate swaps designated as fair
value hedges for the three and six month periodseé@November 30, 2010 and 2009.

Net I nvestment Hedges

The Company also hedges the risk of variabilitfoireign-currency-denominated net investments inliykmwvned international
operations. All changes in fair value of the detiies designated as net investment hedges, exueffitétive portions, are reported in the
cumulative translation adjustment component of otioenprehensive income along with the foreign awyetranslation adjustments on those
investments. The Company classifies the cash feivegttlement of its net investment hedges withéndash used by investing component of
the cash flow statement. The Company assesses h#fdgiveness based on changes in forward rates Cbmpany recorded no
ineffectiveness from its net investment hedgesherthree and six month periods ended Novembe2(BI) and 2009.

Credit Risk

The Company is exposed to credit-related loss#eiRvent of non-performance by counterpartieetiging instruments. The
counterparties to all derivative transactions asgomfinancial institutions with investment gradedit ratings. However, this does not
eliminate the Company'’s exposure to credit riskwiitese institutions. This credit risk is limitedthe unrealized gains in such contracts
should any of these counterparties fail to perfasontracted. To manage this risk, the Companygstablished strict counterparty credit
guidelines that are continually monitored and régbto senior management according to prescrib&tkjues. The Company utilizes a
portfolio of financial institutions either headqtexred or operating in the same countries the Companducts its business. As a result of the
above considerations, the Company considers thadtgd the risk of counterparty default to be imemit.

Certain of the Company’s derivative instrumentstaoncredit risk related contingent features. Adofzember 30, 2010, the Company
was in compliance with all such credit risk relatemtingent features. The aggregate fair valuesofvdtive instruments with credit risk
related contingent features that are in a netlifglmosition at November 30, 2010 was $28 millidine Company was not required to post
collateral as a result of these contingent features

NOTE 11 - Operating Segments:

The Company'’s operating segments are evidencesditthicture of the Comparsyinternal organization. The major segments arinele
by geographic regions for operations participatinyIKE Brand sales activity excluding NIKE GolfaEh NIKE Brand geographic segment
operates predominantly in one industry: the degignduction, marketing and selling of sports amaefss footwear, apparel, and equipment.
The Company'’s reportable operating segments foNtK& Brand are: North America, Western Europe, {€drand Eastern Europe, Greater
China, Japan, and Emerging Markets.
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The Company'’s “Other” category is broken into tvaonponents for presentation purposes to align Wighwiay management views the
Company. The “Global Brand Divisions” category paiily represents NIKE Brand licensing businessas &hne not part of a geographic
operating segment, demand creation and operatiadhesad expenses that are centrally managed fdtliE Brand and costs associated w
product development and supply chain operations.“TOther Businessegategory primarily consists of the activities ofl€blaan, Convers
Inc., Hurley International LLC, NIKE Golf and Umbtdd. Activities represented in the “Other” categare considered immaterial for
individual disclosure.

Revenues as shown below represent sales to extaistaimers for each segment. Intercompany revemasbeen eliminated and are
immaterial for separate disclosure.

Corporate consists of unallocated general and dsirative expenses, which includes expenses asedaidth centrally managed
departments, depreciation and amortization reltéde Company’s headquarters, unallocated insarand benefit programs, including
stockbased compensation, certain foreign currency gaiddosses, including hedge gains and lossesjrtedeporate eliminations and ott
items.

The primary financial measure used by the Comparmgvaluate performance of individual operating segim is earnings before inter
and taxes (commonly referred to as “EBIT”) whicpnesents net income before interest expense, dahaome taxes in the unaudited
condensed consolidated statements of income. Rdiogntems for EBIT represent corporate expeneeni that are not allocated to the
operating segments for management reporting.

As part of the Company’s centrally managed foregohange risk management program, standard focgigency rates are assigned to
each NIKE Brand entity in our geographic operasegments and are used to record any non-functiomegncy revenues or product
purchases into the entig/functional currency. Geographic operating segmmregnues and cost of sales reflect use of thaseatd rates. Fc
all NIKE Brand operating segments, differences leetwassigned standard foreign currency rates aundlawarket rates are included in
Corporate together with foreign currency hedge gjaimd losses generated from the centrally manageih exchange risk management
program and other conversion gains and losses.

Accounts receivable, inventories and property, fodendl equipment for operating segments are reguleviewed by management and
are therefore provided below.

Certain prior year amounts have been reclassifiemhform to fiscal 2011 presentation, as SoutlicAfbecame part of the Emerging
Markets operating segment beginning June 1, 20¥idusly, South Africa was part of the Central &a$tern Europe operating segment.
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Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 2010 2009
(in millions)
Net revenue
North America $ 1,701 $ 1,497 $ 3,60/ $3,257
Western Europ 84: 90z 1,89¢ 2,007
Central and Eastern Euro 22¢ 20¢ 48¢€ 465
Greater Chin: 482 40¢ 9472 81¢
Japar 192 222 35t 40¢
Emerging Market: 75E 607 1,34¢ 1,06(
Global Brand Division: 27 25 59 56
Total NIKE Brand 4,227 3,86¢ 8,691 8,07(
Other Businesse 631 55¢ 1,32¢ 1,16(
Corporate (12 (15) 2 (26)
Total NIKE consolidated revenues $4,84: $ 4,408 $10,01" $9,20¢
Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 2010 2009
(in millions)
Earnings before interest and taxe:
North America $ 35¢ $ 29C $ 80t $ 701
Western Europ: 141 17t 42C 464
Central and Eastern Euro 44 49 107 12¢€
Greater Chini 174 12E 33¢ 274
Japar 36 45 63 80
Emerging Market: 194 171 31¢ 271
Global Brand Division: (227) (175) (477) (35€)
Total NIKE Brand 721 68C 1,57 1,56¢€
Other Businesse 59 35 16¢€ 122
Corporate (170 (222) (379 (519
Total NIKE consolidated earnings before interest ad taxes 61C 492 1,36/ 1,17¢
Interest expense, n 1 2 — 3
Total NIKE consolidated income before income taxes $ 60¢ $ 491 $ 1,364 $1,17:
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November 30 May 31,
2010 2010
(in millions)
Accounts receivable, ne
North America $ 954 $ 84¢
Western Europ: 397 402
Central and Eastern Euro 24% 271
Greater Chin: 127 12¢
Japar 12¢ 167
Emerging Market: 50t 35C
Global Brand Division: 23 22
Total NIKE Brand 2,372 2,18¢
Other Businesse 38¢ 4472
Corporate 37 19
Total NIKE consolidated accounts receivable, ne $ 2,79 $2,65(
Inventories
North America $ 88¢ $ 76¢
Western Europ: 352 347
Central and Eastern Euro 10¢ 102
Greater Chin: 141 104
Japar 89 68
Emerging Market: 327 28t
Global Brand Division: 35 20
Total NIKE Brand 1,93¢ 1,69¢
Other Businesse 41C 347
Corporate — —
Total NIKE consolidated inventories $  2,34¢ $2,041
Property, plant and equipment, net
North America $ 32¢ $ 32t
Western Europ 304 282
Central and Eastern Euro 11 11
Greater Chin: 16¢€ 14¢€
Japar 351 33z
Emerging Market: 51 48
Global Brand Division: 10z 99
Total NIKE Brand 1,31¢ 1,244
Other Businesse 16¢€ 167
Corporate 51¢ 521
Total NIKE consolidated property, plant and equipment, net $ 2,00 $1,932
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NOTE 12 - Commitments and Contingencies:

At November 30, 2010, the Company had letters editioutstanding totaling $86 million. These ledtef credit were issued primarily
for the purchase of inventory.

There have been no other significant subsequerialewents relating to the commitments and contiogsreported on the Compaay’
latest Annual Report on Form 10-K.

21



Table of Contents

ltem 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
Overview

In the second quarter of fiscal 2011, our revennegased 10% to $4.8 billion, net income incred2% to $457 million and we
delivered diluted earnings per share of $0.94,% Bitrease compared to the second quarter of f&XE0).

Income before income taxes increased 24% for tbemsequarter primarily as a result of the incradasevenues, an increase in gross
margin percentage and improved leverage of seflimtjadministrative expense compared to the san@dparthe prior year. The increase in
revenues is reflective of increased demand for NB£&nd footwear and apparel across most busingsagi;ularly in the North America ai
the Emerging Markets geographies, as well as highemues for each of our Other Businesses. Theowement in our gross margin
percentage was primarily due to a higher mix offwiced sales, fewer discounts on clasé-products, positive impacts from our product
reduction initiatives as well as the growth andanging profitability of our NIKE Brand Direct-to-@sumer business, all of which more than
offset increased freight costs. Our improved sglind administrative expense leverage was primdrdyesult of holding our second quarter
demand creation spending flat to prior year levels.

Net income and diluted earnings per share for ¢itersd quarter were negatively affected by a year-gear increase in our effective
tax rate of 140 basis points, driven primarily Inyiacrease in the percentage of total pre-tax ireco@sulting from operations in the United
States. The United States statutory tax rate isrgdlg higher than the tax rate on operations detslie United States. Diluted earnings per
share grew faster than net income due to a sligtitree in the number of diluted weighted averagammn shares outstanding.

Results of Operations

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 % Change 2010 2009 % Change
(dollars in millions, except per share data)
Revenue: $4,84: $4,40¢ 10% $10,01" $9,20¢ 9%
Cost of sale: 2,64¢ 2,44 8% 5,39( 5,02¢ 7%
Gross margir 2,19¢ 1,96( 12% 4,627 4,17¢ 11%
Gross margin ¢ 45.2% 44.5% 46.2% 45.4%
Demand creation expen 574 573 0% 1,25: 1,127 11%
Operating overhead exper 1,037 90¢€ 14% 2,031 1,89¢ 7%
Total selling and administrative exper 1,611 1,47¢ 9% 3,28¢ 3,02¢ 9%
% of revenue 33.5% 33.% 32.8% 32.%
Income before income tax 60¢ 491 24% 1,364 1,172 16%
Net income 457 37¢ 22% 1,01¢ 88¢ 14%
Diluted earnings per sha 0.94 0.7¢ 24% 2.0¢ 1.8C 16%
Consolidated Operating Results
Revenues
Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change  Changes () 2010 2009 % Change  Changes ()
(dollars in millions)

Revenue: $4,84.  $4,40¢ 10% 11% $10,017  $9,20¢ 9% 10%
@ Fiscal 2011 results have been restated using f&XH0 exchange rates for the comparative periahkb@nce the visibility of the
underlying business trends excluding the impadoiign currency exchange rate fluctuatic
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Excluding the effects of changes in currency exgeanates, revenues for NIKE, Inc. grew 11% fordheond quarter and 10% for the
first six months of fiscal 2011, driven by increage revenues for both the NIKE Brand and our OBgginesses. On a currency neutral bi
revenues for the NIKE Brand increased 10% and Q%hfsecond quarter and yeareiate periods, respectively, while revenues for@tlner
Businesses increased 13% and 14%, respectivelyy BMKE Brand geography delivered higher revenuasbbth the second quarter and 1
six months of fiscal 2011 with the exception of@apwhich continues to face a challenging econ@nigronment. Our North America
geography contributed approximately 5 percentagatpto the NIKE Brand revenue increase for thesdauarter and 4 percentage poin
the NIKE Brand revenue increase for the first sixins of fiscal 2011, while the Emerging Marketd @reater China geographies combi
contributed approximately 4 percentage points fihlperiods.

By product group and excluding the effects of cleanig currency exchange rates, NIKE Brand footvesal apparel businesses
increased 12% and 9%, respectively, while our NBtEnd equipment business declined 5% during thensbquarter of fiscal 2011. For the
first six months of fiscal 2011, our NIKE Brand te@ar and apparel businesses increased 10% anageSpg&ctively, while our NIKE Brand
equipment business declined 4%. The increase irENBkand footwear for both the second quarter arsdl $ix months of fiscal 2011 was
attributable to a mid single-digit percentage iasein both the average selling price per painanidsales. The increase in average selling
price per pair was primarily driven by fewer clasgé-sales as a percentage of total sales and flim@unts on close-out sales, while the
increase in unit sales was primarily driven by detdigit percentage growth in the unit sales of Ring, Men’s Training and Football
products. For our NIKE Brand apparel businessjribeease in revenue for both the second quarteyeadto-date period was primarily
driven by a double-digit percentage increase im sailes, partially offset by a low single-digit pentage decline in average selling price per
unit. The increase in unit sales was driven bydased demand in all key product categories, whéelecline in average selling price per unit
was primarily due to an increased sales mix of lepreced products as compared to the prior year.

While our wholesale business remains the largespoment of NIKE Brand revenues, we continue tostemng growth in our Direct-to-
Consumer business. On a currency neutral basificect-to-Consumer business grew 13% for the secprarter and 12% for the first six
months of fiscal 2011, while comparable store sgfesr 9% for both periods. Our NIKE Brand Direct@onsumer business includes our
NIKE-owned in-line and factory stores, as well as agital online retail business. Comparable storesaiclude revenues from our NIKE-
owned in-line and factory stores. A store is inelddn comparable store sales when all three offalf@ving requirements have been met: the
store has been open at least one year, squargéoladas not changed by more than 15% within theygast and the store has not been
permanently repositioned within the past year. ddmparable store sales calculation excludes salesdur online retail businesses.

Revenues for our Other Businesses include reswoits €ole Haan, Converse Inc., Hurley InternatidiaC, NIKE Golf and Umbro Ltc
Excluding the impact of currency changes, reveroethese businesses increased by 13% and 14% iettond quarter and first six months
of fiscal 2011, respectively. Revenues for eachusfOther Businesses were higher compared to the gariods in the prior year, reflecting
double-digit percentage growth in Cole Haan, CoseeHurley and Umbro.

Futures Orders

Translated into US dollars at prior year excharages, futures and advance orders for NIKE Brantifear and apparel scheduled for
delivery from December 2010 through April 2011 w#iéb higher than the orders reported for the coatparprior year period. This futures
growth was primarily driven by increases in uniesavolume for both our footwear and apparel préslu€hanges in foreign currency
exchange rates had a minimal effect on the groWthuoreported futures orders.

The reported futures and advance orders growthtisecessarily indicative of our expectation ofenewe growth during this period. T
is due to year-over-year changes in shipment tipang because the mix of orders can shift betwdearece/futures and at-once orders and
the fulfillment of certain orders may fall outsidéthe schedule noted above. In addition, exchaatgefluctuations as well as differing levels
of order cancellations and discounts can causerdiftes in the comparisons between advance/futtiess and actual revenues. Moreove
significant portion of our revenue is not derivednh futures and advance orders, including at-omcectéose-out sales of NIKE Brand
footwear and apparel, sales of NIKE Brand equipmgaies from our Other Businesses and certain sztigis across all brands.
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Gross Margin

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 Change 2010 2009 Change
(dollars in millions)
Gross margir $2,19:¢ $1,96( 12%  $4,62i $4,17¢ 11%
Gross margin ¢ 45.2% 44.5%  80bp: 46.2% 45.2%  80bp:

For both the second quarter and first six monthssofil 2011, our consolidated gross margin peeggtvas 80 basis points higher than
the same periods in the prior year. The primaryofaccontributing to this increase were as follows:

. A higher mix of full-price sales and lower discosiioin close-out sales driven by improved inventarsiions across most
businesses

. The growth and expanding profitability of our Dit-to-Consumer busines

Together, these factors increased consolidated gnasgins by approximately 150 basis points forsagond quarter and 140 basis
points for the first half of fiscal 2011. Also coibuting to the gross margin improvement was thgitp@ impact from our product cost
initiatives. These increases were partially offgehigher transportation costs, primarily in ourrthoAmerica and Western Europe
geographies.

For the remainder of fiscal 2011, we anticipate tha gross margins will face increasing presstwenfmacroeconomic factors,

including rising product input costs, changes irreuncy rates, and higher freight costs as we watlk @ur suppliers to meet increasing
demand.

Selling and Administrative Expense

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 Change 2010 2009 Change
(dollars in millions)

Demand creation expen® $ 574 $ 57:% 0% $1,25:  $1,12i 11%

Operating overhead exper 1,03 90¢€ 14% 2,031 1,89¢ 7%

Total selling and administrative exper $1,611 $1,47¢ 9%  $3,28¢ $3,02¢ 9%
% of revenue: 33.2% 33.6% (30)bp: 32.8% 32.9% (10)bp:

@ Demand creation consists of advertising and pramaixpenses, including costs of endorsement cdst

Demand creation expense increased 2% and 13% wmexcy neutral basis during the second quartefiestdsix months of fiscal 201
respectively. The increase for the second quardarmainly driven by increased investment in digiefinand creation and traditional
advertising, while the increase for the first haflfiscal 2011 was driven primarily by a higherddwf brand event spending in our first qua
of this fiscal year around the 2010 World Cup anorM/Basketball Festival.

Excluding changes in exchange rates, operatingheagr expense increased 15% and 8% during the sgoanir and first six months
of fiscal 2011. The increase in both periods wasarily attributable to increased investment in Birect-to-Consumer operations, higher
wages and performance based compensation, and lighel expense related to meetings and evertsrapared to a reduced level of
spending in the prior year.
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Other (income), net

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 % Change 2010 2009 % Change
(dollars in millions)

Other (income), ne $(28) $(12 133% $(21) $(24) -13%

Other (income), net is comprised of foreign curgecanversion gains and losses from the re-measuneofienonetary assets and
liabilities in non-functional currencies and thepiatt of certain foreign currency derivative instents, as well as unusual or non-recurring
transactions that are outside the normal courbrisihess.

We estimate that the combination of translatiofoogign currency-denominated profits from our inttional businesses and the year-
over-year change in foreign currency related gaioleided in other (income), net did not have a i§icgmt impact on our income before
income taxes for the second quarter of fiscal 2&1d decreased the growth of our income before ird@axes by approximately $29 million
for the first six months of fiscal 2011.

Income Taxes
Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 Change 2010 2009 Change
Effective tax rate 25.(% 23.6% 140bp: 25.5% 24.2% 130bp:

For the second quarter and first six months o&fi2011, the increase in our effective tax rate prawarily driven by an increase in the
percentage of total prax income resulting from operations in the Unitdtes. The U.S. statutory rate is generally higfeen the tax rate ¢
operations outside the United States.

Operating Segments

The Company'’s reportable operating segments foNtK& Brand are: North America, Western Europe, €drand Eastern Europe,
Greater China, Japan, and Emerging Markets.

As part of our centrally managed foreign excharigle management program, standard foreign curresieg rare assigned to each NIKE
Brand entity in our geographic operating segmentsaae used to record any non-functional curreeegmues or product purchases into the
entity’s functional currency. Geographic operatiggment revenues and cost of sales reflect useeé standard rates. For all NIKE Brand
operating segments, differences between assigaadat foreign currency rates and actual markesrate included in Corporate together
with foreign currency hedge gains and losses gé&sfeom our centrally managed foreign exchanderrianagement program.

Certain prior year amounts have been reclassifiedhform to fiscal 2011 presentation, as SoutlicAfbecame part of the Emerging
Markets operating segment beginning June 1, 20H¥idusly, South Africa was part of the Central &abtern Europe operating segment.
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The breakdown of revenues is as follows:

Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change  Changes (1) 2010 2009 % Change  Changes (1)
(dollars in millions)
North America $1,701 $1,497 14% 13% $ 3,60/ $3,257 11% 10%
Western Europ 84: 90z -T% 2% 1,89¢ 2,007 -5% 4%
Central and Eastern Euro 222 20¢ 7% 12% 48€ 463 5% 10%
Greater Chin 482 402 20% 18% 94z 81¢ 15% 14%
Japar 192 222 -14% -21% 35E 40€ -13% -19%
Emerging Market: 75E 607 24% 19% 1,34¢ 1,06( 27% 21%
Global Brand Division: 27 25 8% 24% 59 56 5% 14%
Total NIKE Brand 4,227 3,86¢ 9% 10% 8,691 8,07( 8% 9%
Other Businesse 631 55€ 13% 13% 1,324 1,16( 14% 14%
Corporate® (12 (15) 20% 27% 2 (26) — —
Total NIKE consolidated
revenues $4,84: $4,40¢ 10% 11% $10,017 $9,20¢ 9% 10%

@ Fiscal 2011 results have been restated using f&3H0 exchange rates for the comparative peri@hkb@nce the visibility of the
underlying business trends excluding the impadbrign currency exchange rate fluctuatic

@ Corporate revenues primarily consist of foreigrrency hedge gains and losses related to revennesajed by entities within the
NIKE Brand geographic operating segments but math#tgeugh our central foreign exchange risk managgmrogram, and foreic
currency gains and losses resulting from the diffee between actual foreign currency rates andatdmates assigned to these entities,
which are used to record any -functional currency revenues into the er's functional currency
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The breakdown of earnings before interest and texas follows:
Earnings before interest and taxes

North America

Western Europ

Central and Eastern Euro
Greater Chini

Japar

Emerging Market:

Global Brand Division:
Total NIKE Brand

Other Businesse
Corporate

Total NIKE consolidated earnings before interest ad taxes
Interest expense, n

Total NIKE consolidated income before income taxe

Three Months Ended
November 30,

Six Months Ended
November 30,

2010 2009 % Change 2010 2009 % Change
(dollars in millions)
$35¢ $29C 24% $ 80t $ 701 15%
141 17¢ -19% 42C 464 -9%
44 49 -10% 107 12¢€ -15%
174 12t 39% 33¢€ 274 23%
36 45 -20% 63 80 -21%
194 171 13% 31€ 277 15%
(227 (175  -30% (477) (356)  -34%
721 68C 6% 1,574 1,56¢ 1%
59 35 69% 16€ 122 38%
(179 (222 23% (379 (519 26%
61C 497 24%  1,36¢  1,17F 16%
1 2 -50% — 3 -100%
$60S $491 24%  $1,36¢ $1,17: 16%

The primary financial measure used by the Comparmgwaluate performance of individual operating segim is earnings before inter
and taxes (commonly referred to as “EBIT") whicpnesents net income before interest expense, déhaome taxes in the unaudited
condensed consolidated statements of income. Asgfisd in Note 11 — Operating Segments in the ggaoying notes to unaudited
condensed consolidated financial statements, oertaporate costs are not included in EBIT of cperating segments.

North America

Three Months Ended

November 30,

Six Months Ended
November 30,

% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue:
Footweat $1,08: $ 981 10% 10% $2,372  $2,20( 8% 8%
Apparel 53¢ 441 22% 22% 1,05z 88t 19% 19%
Equipment 80 75 7% 4% 17¢ 172 4% 3%
Total revenue $1,701  $1,497 14% 13% $3,60¢  $3,25i 11% 10%
Earnings before interest and ta: $ 35¢ $ 29C 24% $ 80t $ 701 15%

Excluding the changes in currency exchange ratesnues for North America increased 13% for theséguarter and 10% for the
first six months of fiscal 2011, driven by doubligitirevenue growth in both our wholesale and DiteeConsumer businesses. North
America’s Direct-to-Consumer business grew 17% egecond quarter and 16% in the first half ofafi®011, while comparable store sales

grew 13% for both respective periods.

For the second quarter and the first six montHgsoél 2011, the increase in North America footweatenue was primarily driven by
double-digit growth in our Running, Men’s and Worisefiraining, and Football categories.

The year-over-year increase in North America agpakenues during the second quarter and firstdfditcal 2011 was primarily
driven by increased demand in all key product aaieg, most notably in Men’s Training, Running &wakketball.
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For the second quarter and first half of fiscal Rahe increase in North America’s EBIT was prirhattie result of revenue growth and
improved selling and administrative expense leveragrtially offset by a reduction in gross margins mainly due¢ogased air freight cos
which more than offset the favorable impact fromvde discounts on close-out sales.

On a currency neutral basis, future orders schdduol®e delivered from December 20b0April 2011 were 16% higher compared to
same period in the prior year.

Western Europe

Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue:!

Footweat $49¢  $51F -3% 6% $1,12¢  $1,15( -2% 8%
Apparel 297 323 -8% 0% 661 71€ -8% 2%
Equipment 47 64 -27% -20% 112 141 -21% -12%
Total revenue $84:  $902 -7% 2%  $1,89¢  $2,00i -5% 4%

Earnings before interest and ta: $141  $17E -19% $ 42C $ 464 -9%

On a currency neutral basis, most markets in Wiegtarope reported revenue growth during the seqoiagter and first half of fiscal
2011. Revenues for the U.K. & Ireland, the largeatket in Western Europe, grew 5% for the secoratquand 11% for the first half of the

year.

Excluding changes in currency exchange ratespitrease in footwear revenue for the second quanttthe first half of fiscal 2011
was driven by strong growth in sales of Footbatl Running products.

On a currency neutral basis, revenue for appartbldrsecond quarter was flat and increased by 2%édfirst six months of fiscal 201
The growth for the first half of fiscal 2011 wasrmparily driven by double-digit revenue increaseshia Football and Running product
categories, which more than offset the decline lilENBrand Sportswear product sales.

For the second quarter and first half of fiscal Lahe decrease in Western Europe’s EBIT was dipyeless favorable foreign currency
translation, higher selling and administrative exgeeand lower gross margins, all of which more thféset the increase in revenues. The
increase in selling and administrative expens@énsecond quarter and first half of fiscal 2011 wasarily driven by higher operating
overhead expenses as a result of an increase/él &gpense related to meetings and events, ineggnin our Direct-to-Consumer business
and normal wage inflation. Also contributing to therease in selling and administrative expenséteffirst half of fiscal 2011 was a higher
level of demand creation spending, mostly attribletdo the 2010 World Cup which took place in thistfquarter of fiscal 2011. The decline
in gross margin was primarily due to less favoratear-over-year standard currency rates and higéight costs, which more than offset the
favorable impact from fewer discounts on closesales.

Excluding changes in currency exchange rates,dudtoters scheduled to be delivered from DecembEd #rough April 2011 were 3
higher compared to future orders in the prior y@aiod, which included the favorable impact of osdier the 2010 World Cup.
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Central and Eastern Europe

Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweat $12C $10¢ 11% 17% $26€ $247 8% 14%
Apparel 88 85 4% 8% 18C 174 3% 9%
Equipment 15 15 0% 0% 40 42 -5% -5%
Total revenue $22:  $20¢ 7% 12% $48€  $468 5% 10%
Earnings before interest and ta: $44 $ 49 -10% $107  $12€ -15%

Economic conditions in Central and Eastern Eurapeeitontinued to show signs of gradual recoverynast markets within the
geography reported revenue growth during the seqaader and first half of fiscal 2011, led by Rassnd Turkey.

The growth in footwear sales for the second quamerfirst six months of fiscal 2011 was mainlyvén by increased sales of our
Football, Running and Action Sports products, whilke growth in apparel revenue for both periods prasarily driven by increased sales of

NIKE Brand Sportswear, M¢s Training and Running products.

For the second quarter and first half of fiscal Rhe decrease in Central and Eastern Europe’$ B8k primarily driven by less
favorable foreign currency translation, lower grossrgins and higher selling and administrative espewhich more than offset the increase
in revenues. The decline in gross margin was mainb/to less favorable year-over-year standarcenay rates and higher transportation
costs, which more than offset the favorable imfiaeh fewer full-price discounts. The increase illisg and administrative expense for the
second quarter and first half of fiscal 2011 wasnilgadue to higher travel expense related to mestand events. Also contributing to the
increase in selling and administrative expensétfeffirst half of fiscal 2011 was a higher leveldgfmand creation spending, primarily around

the 2010 World Cup which took place in the firsager of fiscal 2011.

Excluding changes in currency exchange rates,dudtdlers scheduled to be delivered from Decemb®d #trough April 2011 were
11% higher compared to future orders in the praanperiod, which included the favorable impaobmfers for the 2010 World Cup.
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Greater China

Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency

2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)

Revenue!
Footweat $264  $21C 26% 24% $51C  $42¢ 19% 18%
Apparel 191 17C 12% 11% 373 33¢ 10% 9%
Equipment 27 23 17% 13% 59 53 11% 11%
Total revenue $48z  $40¢ 20% 18%  $94z  $81¢ 15% 14%
Earnings before interest and ta: $174  $12t 39% $33¢  $274 23%

Excluding the changes in currency exchange rate=at€r China revenues increased 18% and 14% faettend quarter and first six
months of fiscal 2011, respectively, driven by engian in both the number of partner-owned stor8mgeNIKE products and an increase in
same store sales for partner-owned stores.

For both the second quarter and first six monthgsoél 2011, the increase in footwear revenue pvamarily driven by double-digit
growth in the Running and Basketball product catiegowhile the increase in apparel revenue wasigndriven by Basketball, Men’s
Training and NIKE Brand Sportswear products.

For the second quarter and first half of fiscal Rahe increase in Greater China’s EBIT was drivgmevenue growth and higher gross
margins, which more than offset an increase inngelind administrative expense. The improvemegt@ss margin was primarily attributal
to a reduction in import duties, improved produgtipg, less inventory obsolescence expense andrfelese-out sales. The increase in
selling and administrative expense in the secordtguand first half of fiscal 2011 was primarilsvén by increased investment in our
Direct-to-Consumer business and travel expensteteta meetings and events. Also contributing toititrease in selling and administrative
expense for the first half of fiscal 2011 was ahleiglevel of demand creation spending relatede®®10 World Cup which took place in the
first quarter of fiscal 2011.

Excluding changes in currency exchange rates,dudtters scheduled to be delivered from DecembEd #rough April 2011 were
14% higher compared to the same period in the pgaar.

Japan
Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweat $ 93 $10¢ -10% -17% $17¢  $201 -11% -17%
Apparel 85 98 -13% -20% 14¢& 16& -12% -19%
Equipment 14 21 -33% -38% 31 42 -26% -31%
Total revenue $19z  $227 -14% -21% $35E  $40¢ -13% -19%
Earnings before interest and ta: $36 $45 -20% $63 ¢80 -21%

Macroeconomic conditions in Japan remained diffidekcluding changes in currency exchange rates, footwear and apparel
revenues in Japan declined, driven by decreasessall key product categories.

The decrease in Japan’s EBIT for the second quanifirst six months of fiscal 2011 was primadlye to lower revenues, partially
offset by improved gross margins. The improvememross margins was primarily driven by favoraldarnyoveryear standard currency ra
and favorable impact from fewer close-out salescivimore than offset the decrease in in-line produgrgins.
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Throughout the remainder of fiscal 2011, we anéitégpmarket conditions in Japan to remain challepdgdn a currency-neutral basis,
future orders scheduled to be delivered from Deeerib10 through April 2011 were 5% lower comparethe same period in the prior ye

Emerging Markets

Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue:
Footweat $521  $40¢t 29% 23% $ 928 $ 704 31% 26%
Apparel 182 15€& 16% 11% 33z 274 21% 15%
Equipment 51 44 16% 9% 89 82 9% 2%
Total revenue $75E  $607 24% 19% $1,34¢  $1,06( 27% 21%
Earnings before interest and ta: $194  $171 13% 31¢ 277 15%

For both the second quarter and first half of fi@41, most territories in the Emerging Marketeg@aphy reported double-digit
revenue growth on a currency neutral basis, leBrayil, Mexico, Argentina and Korea.

For the second quarter and first six months o&fi2011, footwear revenue growth was primarily dnby strong demand in all NIKE
Brand product categories, most notably NIKE Brapdr&wear and Running.

The increase in Emerging Markets’ EBIT for the setquarter and first half of fiscal 2011 was priityathe result of revenue growth,
which more than offset a decline in gross margimtg@etage and an increase in selling and adminigtrakpense. The decline in gross margin
was primarily due to less favorable year-over-ygandard currency rates, which more than offseirttre@ase in in-line product margins and
favorable impact from fewer close-out sales. Thredase in selling and administrative expense wiasapity due to an increase in demand
creation expense related to brand events in thenseguarter and the 2010 World Cup for the firstrsonths of fiscal 2011.

Excluding changes in currency exchange rates,dudtdters scheduled to be delivered from DecembEd #trough April 2011 were
15% higher compared to future orders in the preanperiod, which included the favorable impaobmfers for the 2010 World Cup.

Global Brand Divisions

Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue: $ 27 $ 25 8% 24% $ 59 $ 56 5% 14%
(Loss) before interest and tax (227) (17%) -30% (477 (35€) -34%

Global Brand Divisions primarily represent NIKE Brhlicensing businesses that are not part of argpbie operating segment and
demand creation and operating overhead expengearéheentrally managed for the NIKE Brand.

For the second quarter and first half of fiscal Rahe increase in Global Brand Division’s lossdrefinterest and taxes was primarily
due to an increase in both centrally managed derm@adion expense and operating overhead expehsédngdrease in
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demand creation expense for the second quartepsivaarily due to a higher level of investment igithl demand creation along with
increased spending on traditional advertising. ifkkezase in demand creation expense for the faiétofi fiscal 2011 was driven by a higher
level of brand event spending around the 2010 Wodd and World Basketball Festival as well as iasesl investments in sports marketing
and traditional advertising. The increase in opegabverhead expense for both the second quartefirah half of fiscal 2011 was primarily
due to increased travel expense related to meedingi®vents, higher wages and performance-basepermation.

Other Businesses

Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue! $631  $55€ 13% 13% $1,32¢  $1,16( 14% 14%
Earnings before interest and ta: 59 35 69% 16¢€ 122 38%

Our Other Businesses are comprised of Cole HaamveZse, Hurley, NIKE Golf and Umbro. For the secgodrter and first half of
fiscal 2011, revenues for each of our other busieesvere higher, reflective of double-digit growtiCole Haan, Converse, Hurley and

Umbro.

For the second quarter and first six months o&fi2011, EBIT for our Other Businesses grew asalref revenue growth and
improved gross margins and selling and adminisiagkpense leverage. The increase in gross margissnainly driven by an increase in in-
line product margins, an increase in Direct-to-@onsr revenues as a percentage of total revenudsam@ble impact from fewer close-out

sales.

Corporate
Three Months Ended Six Months Ended
November 30, November 30,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue: $(12) $ (19 20% 27% $ 2 $ (26 — —
(Loss) before interest and tax (170 (222) 23% (378 (519 26%

Corporate revenues primarily consist of (1) foredginrency hedge gains and losses related to resegererated by entities within the
NIKE Brand geographic operating segments but math#ftgeugh our central foreign exchange risk managgmrogram and (2) foreic
currency gains and losses resulting from the diffee between actual foreign currency rates andatdmates assigned to these entities,
which are used to record any non-functional cutlyeeeenues into the entity’s functional currency.

Corporate’s loss before interest and taxes consistaallocated general and administrative expenskih includes expenses
associated with centrally managed departmentsedigtion and amortization related to our corporegadquarters, unallocated insurance and
benefit programs, certain foreign currency gaing lasses, including certain hedge gains and lossegorate eliminations and other items
addition to the foreign currency gains and lossesgnized in Corporate revenues, foreign curreasylts include all other foreign currency
hedge results generated through our centrally mehfayeign exchange risk management program, otirarersion gains and losses arising
from re-measurement of monetary assets and ligsilih nonfunctional currencies, and gains and losses reguitom the difference betwe
actual foreign currency rates and standard ratgraed to each entity in NIKE Brand geographic aieg segments, which are used to re
any non-functional currency product purchases timoentity’s functional currency.

For the second quarter and first half of fiscal Rathe decrease in Corporate’s loss before intarestaxes was primarily driven by
yearover-year net foreign currency gains generatedurnycentrally managed foreign exchange risk manageprogram. Also contributing
to the decrease in Corporate’s loss before intarastaxes for the first six months of fiscal 20ids a $67 million
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yeal-overyear reduction in stock options expense primarilg tb a change in accelerated vesting provisicaisttiok effect in the first quart
of fiscal 2011 and a lower estimated fair valuesftmck options granted in the current year. Thesefits more than offset an increase in
corporate operating overhead expenses, primaiilediby higher wages and performance based comii@msa

Foreign Currency Exposures and Hedging Practices
Overview

As a global company with significant operationssiag the United States, in the normal course ofless we are exposed to risk aris
from changes in currency exchange rates. Foreigermey fluctuations affect the recording of tran&ats, such as sales, purchases and
intercompany transactions denominated in non-fonelicurrencies, and the translation into U.S.adslbf foreign currency denominated
results of operations, financial position and cislvs. Our primary foreign currency exposures alated to U.S. dollar transactions at
wholly-owned foreign subsidiaries, as well as teanti®ns and translation of results denominatedurog, British Pounds, Chinese Renminbi
and Japanese Yen.

Our foreign exchange risk management program énded to minimize both the positive and negatifeces of currency fluctuations
on our reported consolidated results of operatifinancial position and cash flows. This also Haseffect of delaying the impact of current
market rates on our consolidated financial stategy¢ime length of the delay is dependent upon hédgeons. We manage global foreign
exchange risk centrally on a portfolio basis, tdrads those risks that are material to NIKE, Imca@onsolidated basis. We manage these
exposures by taking advantage of natural offsedscanrency correlations that exist within the palitf and by hedging remaining material
exposures, where practical, using derivative imsgmts such as forward contracts and options. Qagihg policy is designed to partially or
entirely offset changes in the underlying expostieing hedged. We do not hold or issue derivatiggriments for speculative trading
purposes.

Transactional exposures

We transact business in various currencies and signdicant revenues and costs denominated ireoaies other than the functional
currency of the relevant subsidiary, both of whécitbject us to foreign currency risk. Our most digant transactional foreign currency
exposures are:

1. Inventory Purchases - Most of our inventory pases around the world are denominated in U.SamolThis generates foreign
currency exposures for all subsidiaries with a fiomal currency other than the U.S. dollar. A wadldeS. dollar reduces the
inventory cost in the purchasing subsid’s functional currency whereas a stronger U.S. doilzeases the inventory co

2. Non-Functional Currency Revenues - A portion of oursééen Europe geography revenues are earned imcigseother than the
Euro (e.g. British Pound), but are recognized sulzssidiary that uses the Euro as its functionalenary, generating foreign
currency exposurt

3.  Other Revenues and Costs - Non-functional cayreevenues and costs, such as endorsement cenfraetcompany royalties
and other payments, generate foreign currencytoisklesser exten

4.  Non-Functional Currency Assets and Liabilities - Olobgl subsidiaries have various assets and lisgs|iprimarily receivables
and payables, that are denominated in currendies ttan their functional currency. These balamezsitems are subject to re-
measurement, which may create fluctuations in afineome), net within our consolidated results pé@tions

Managing transactional exposures

Transactional exposures are managed on a portfaits within our foreign currency risk managemengpam. As of November 30,
2010, we used currency forward contracts and optiith maturities up to 18 months to hedge thectf€ exchange rate fluctuations on
probable forecasted future cash flows, including-functional currency revenues and expenses. Tdresaccounted for as cash flow hedges
in accordance with the accounting standards fdwatves and hedging. The fair value of these insgnts at November 30, 2010 and
May 31, 2010 was $82 million and $206 million isets and $46 million and $25 million in liabilitieespectively. The effective portion of
the changes in fair value of these instrumentspented in other comprehensive income (“OCI”), mponent of shareholders’ equity, and
reclassified into earnings in the same financiteshent line item and in the same period or perihigng which the related hedged
transactions affect earnings. Any ineffective portis immediately recognized in earnings as a carapbof other (income), net.
Ineffectiveness was not material for the three siranonths ended November 30, 2010 or 2009.

Certain currency forward contracts usethémage foreign exchange exposure of non-functicunaéncy assets and liabilities subject to
re-measurement are not designated as hedges tederdounting standards for derivatives and heddiniipese cases, the change in value of
the instruments is immediately recognized in offre@ome), net and is intended to offset the foraigmency impact of the measurement ¢
the related norfiunctional currency asset or liability being hedg€he fair value of these instruments at Novemi@er2®10 and May 31, 20:
was $23 million and $104 million in assets and &bltlion and $140 million in liabilities, respectiye
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Refer to Note 10 - Risk Management and Derivatimghe accompanying notes to the unaudited condecmesolidated financial
statements for additional quantitative detail.

Translational exposures

Substantially all of our foreign subsidiaries operia functional currencies other than the U.SlatoFluctuations in currency exchange
rates create volatility in our reported resultsvasare required to translate the balance sheetsparational results of these foreign currency
denominated subsidiaries into U.S. dollars for otidated reporting. The translation of foreign ddlzgies nonb.S. dollar balance sheets i
U.S. dollars for consolidated reporting resultaioumulative translation adjustment to OCI withiaeholders’ equity. In preparing our
consolidated statements of income, foreign exchaaigefluctuations impact our operating resultthasrevenues and expenses of our foreign
operations are translated into U.S. dollars. Indiaion, a weaker U.S. dollar in relation to fgrefunctional currencies benefits our
consolidated earnings whereas a stronger U.S.rdeluces our consolidated earnings. The impafirefgn exchange rate fluctuations on
translation of our consolidated revenues and incbefere income taxes was a net translation (debi)imnefit of approximately ($33)
million and ($4) million, respectively, for the #& months ended November 30, 2010 and approxin®etyillion and $9 million,
respectively, for the three months ended NovemBeR309. The impact of foreign exchange rate flattns on the translation of our
consolidated revenues and income before income ta&s a net translation (detriment) of approxinya{®127) million and ($36) million,
respectively for the six months ended Novembe2820 and approximately ($263) million and ($46)limil, respectively, for the six months
ended November 30, 2009.

Managing translational exposures

To minimize the impact of translating foreign curtg denominated revenues and expenses into U.[arslfdr consolidated reporting,
certain foreign subsidiaries use excess cash hpae U.S. dollar denominated available-for-salestments. The variable future cash flows
associated with the purchase and subsequent stidesef U.S. dollar denominated securities atddh-dollar functional currency subsidiar
creates a foreign currency exposure that qualifieeedge accounting under the accounting standardierivatives and hedging. We utilize
forward contracts and options to partially, or i, hedge the variability of the forecasted fetpurchases and sales of these U.S. dollar
investments. This has the effect of partially afisg the year-over-year foreign currency transiaiimpact on net earnings in the period the
investments are sold. Hedges of available-for-salestments are accounted for as cash flow heddnesfair value of instruments used in this
manner at November 30, 2010 was $28 million intassed $15 million in liabilities. At May 31, 201be fair value was $78 million in asse
The effective portion of the changes in fair vatdi¢hese instruments is reported in OCI and reifladsnto earnings in other (income), net in
the period during which the hedged available-fde-gavestment is sold and affects earnings. Anyf@give portion, which was not material
for any period presented, is immediately recogniregarnings as a component of other (income), net.

We estimate that the combination of translatiofoefign currency-denominated profits from our intfonal businesses and the year-
over-year change in foreign currency related gaioleided in other (income), net did not have a i§iggmt impact on our income before
income taxes for the second quarter of fiscal 281d an unfavorable impact of approximately $29iarillon our income before income taxes
for the first six months of fiscal 2011.

Refer to Note 10 - Risk Management and Derivatimghe accompanying notes to the unaudited condermesolidated financial
statements for additional quantitative detail.

Net investmentsin foreign subsidiaries

We are also exposed to the impact of foreign exgédiuctuations on our investments in wholly-owirekign subsidiaries
denominated in a currency other than the U.S. dalthich could adversely impact the U.S. dollaueabf these investments and therefore
value of future repatriated earnings. We hedgegertet investment positions in Euro-functionalrency foreign subsidiaries to mitigate the
effects of foreign exchange fluctuations on netstments with the effect of preserving the valututifre repatriated earnings. In accordance
with the accounting standards for derivatives aedging, the effective portion of the change in failue of the forward contracts designated
as net investment hedges is recorded in the cuiveitmhnslation adjustment component of accumulatedr comprehensive income. Any
ineffective portion, which was not material for gogriod presented, is immediately recognized imiegs as a component of other (income),
net. To minimize credit risk, we have structureelsih net investment hedges to be generally lessthamonths in duration. Upon maturity,
the hedges are settled based on the current faie wh the forward contracts with the realized gaitioss remaining in OCI; concurrent with
settlement, we enter into new forward contractbatcurrent market rate. The fair value of outstiagahet investment hedges at Novembel
2010 was $26 million in assets and $1 million abllities. At May 31, 2010, the fair value was $82lion in assets. Cash flows from net
investment hedge settlements totaled ($12) mibind ($67) million for the six month periods endealBimber 30, 2010 and 2009,
respectively.
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Liquidity and Capital Resources
Cash Flow Activity

Cash provided by operations was $647 million fer first six months of fiscal 2011 compared to $Z,&llion for the first six months
of fiscal 2010. Our primary source of operatinghcisw for the first half of fiscal 2011 was netisme of $1,016 million. Our working
capital was a net cash outflow of $591 million flee first six months of fiscal 2011 as compared tmsitive net cash flow of $180 million
the first half of fiscal 2010. Our investments inrking capital increased during the first six mandt fiscal 2011 primarily due to an increase
in inventory and higher accounts receivable.

After six consecutive quarters of year-over-yeatide, inventory at the end of the second quartéisoal 2011 increased 8% compared
to the second quarter of fiscal 2010, primarilywdrn by an 11% growth in futures orders. The in@éasccounts receivable was mainly
attributable to the increase in revenues duringsfomnd quarter of fiscal 2011.

Cash used by investing activities was $1,171 mmltiaring the first six months of fiscal 2011, cormgghato $1,065 million for the same
period in fiscal 2010. The year-over-year increaas primarily due to net purchases of short-termestments of $964 million (net of sales
and maturities) in the first half of fiscal 2011ngpared to $831 million in net purchases of shamtmvestments during the first half of fiscal
2010.

Cash used by financing activities was $796 millionthe first six months of fiscal 2011 compared&D6 million used in the first six
months of fiscal 2010. The increase in cash useithapcing activities was primarily attributableda increase in share repurchases, which
more than offset higher payments on our notes payalthe prior year.

In the first six months of fiscal 2011, we purctthd®.8 million shares of NIKE's Class B common &téar $797 million. These
repurchases were made under the four-year, $6mbjtifogram approved by our Board of Directors ipt&mber 2008 and as of the end of the
second quarter of fiscal 2011, we have repurchagetimillion shares for $1,251 million under thimgram. We continue to expect funding
of share repurchases will come from operating ¢iasty excess cash, and/or debt. The timing andatheunt of shares purchased will be
dictated by our capital needs and stock marketitiond.

Dividends declared per share of common stock ferstrcond quarter of fiscal 2011 were $0.31, congptar&0.27 in the second quarter
of fiscal 2010.

Contractual Obligations

As a result of additions to endorsement contractsgayments made on outstanding service agreenoemtendorsements and other
commitments have changed from what was previoegignted in our Annual Report on Form 10-K as of Nay 2010.

Obligations under endorsements and other commisranbf November 30, 2010 are as follows:

Cash Payments due during the fiscal year ending Mag1,

Remainder
of 2011 2012 2013 2014 2015 Thereafter Total
(in millions)
Endorsement® $ 38C $704 $71€ $65€ $54C $ 1,26¢ $4,27¢

Other commitment® 182 122 1232 10 3 1 441

@ The amounts listed for endorsement contracts reptepproximate amounts of base compensation amidnonin guaranteed royalty

fees we are obligated to pay athlete and sport txadorsers of our products. Actual payments unal@escontracts may be higher than
the amounts listed as these contracts providedouges to be paid to the endorsers based upoti@ddhievements and/or royalties on
product sales in future periods. Actual paymentienisome contracts may also be lower as theseamtminclude provisions for
reduced payments if athletic performance declindature periods

In addition to the cash payments, we are obligaiddrnish our endorsers with NIKE product for these. It is not possible to determ
how much we will spend on this product on an anbaslis as the contracts generally do not stipalaeecific amount of cash to be
spent on the product. The amount of product pralidehe endorsers will depend on many factorsigiolg general playing conditions,
the number of sporting events in which they pgrtté, and our own decisions regarding product amdketing initiatives. In addition,
the costs to design, develop, source, and purdhageroducts furnished to the endorsers are indwver a period of time and are not
necessarily tracked separately from similar costarired for products sold to customers.

@ Other amounts primarily include service and marigeiommitments made in the ordinary course of lassinThe amounts represent

minimum payments required by legally binding coatsaand agreements that specify all significamhggiincluding open purchase
orders for norproduct purchases. The reported amounts exclude fiabilities included in accounts payable or aedrliabilities on th
unaudited condensed consolidated balance sheétNasrember 30, 201(
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Other than the changes reported above, there lemrernp significant changes to the contractual atibgs reported in our Annual
Report on Form 10-K for the fiscal year ended May2010.

The total liability for uncertain tax positions w278 million, excluding related interest and p&eal at November 30, 2010. We are
able to reasonably estimate when or if cash paysnetuting to the long-term liability for uncertaax positions will occur.

Capital Resources

In December 2008, we filed a shelf registrationesteent with the Securities and Exchange Commissnaier which $760 million in
debt securities may be issued. As of November @D0Q2no debt securities had been issued undeshbi§ registration. We may issue debt
securities under the shelf registration in fisd@l 2 depending on general corporate needs.

As of November 30, 2010, we had no amounts outsignthder our multi-year, $1 billion revolving ciethcility in place with a group
of banks. The facility matures in December 201Xdgbon our current long-term senior unsecured dinigs of A+ and Al from Standard
and Poor’s Corporation and Moody’s Investor Sersjicespectively, the interest rate charged on atstanding borrowings would be the
prevailing London Interbank Offer Rate (“LIBOR”)yd 0.15%. The facility fee is 0.05% of the totafreoitment.

If our long-term debt rating were to decline, theility fee and interest rate under our committestlit facility would increase.
Conversely, if our long-term debt rating were t@nave, the facility fee and interest rate wouldrdase. Changes in our lobtgrm debt ratin
would not trigger acceleration of maturity of afwem outstanding borrowings or any future borrowingder the committed credit facility.
Under this committed credit facility, we have agtée various covenants. These covenants includésliom our disposal of fixed assets and
the amount of debt secured by liens we may incuvedksas a minimum capitalization ratio. In the pvere were to have any borrowings
outstanding under this facility, failed to meet aowenant, and were unable to obtain a waiver mamgjority of the banks, any borrowings
would become immediately due and payable. As ofédader 30, 2010, we were in full compliance withteatthese covenants and believ
is unlikely we will fail to meet any of these cowans in the foreseeable future.

Liquidity is also provided by our $1 billion comnegl paper program. As of November 30, 2010, nowamswere outstanding under
this program. We may issue commercial paper frone tio time during fiscal 2011 depending on genewgborate needs. We currently have
short-term debt ratings of A1 and P1 from Standend Poor’s Corporation and Moody’s Investor Sersicespectively.

Despite recent uncertainties in the financial meski® date we have not experienced difficulty astey the credit markets or incurred
higher interest costs. Future volatility in the italpmarkets, however, may increase costs assooieith issuing commercial paper or other
debt instruments or affect our ability to accesséhmarkets. We believe that current cash and-ghrontinvestment balances and cash
generated by operations, together with accesstérred sources of funds as described above, wilufficient to meet our operating and
capital needs in the foreseeable future.

Recently Adopted Accounting Standards

In January 2010, the Financial Accounting StandBalsrd (“FASB”) issued guidance to amend the dsate requirements related to
recurring and nonrecurring fair value measuremériis.guidance requires additional disclosures athmutlifferent classes of assets and
liabilities measured at fair value, the valuatienttniques and inputs used, the activity in LevigiBvalue measurements, and the transfers
between Levels 1, 2, and 3 of the fair value mesment hierarchy. This guidance became effectiveiddseginning March 1, 2010, except
disclosures relating to purchases, sales, issuamtksettlements of Level 3 assets and liabilitidsch will be effective for us beginning
June 1, 2011. As this guidance only requires expamlisclosures, the adoption did not and will mgpact our consolidated financial position
or results of operations.

In June 2009, the FASB issued a new accountinglatdrthat revised the guidance for the consolidatiovariable interest entities
(“VIE™). This new guidance requires a qualitatiygpaoach to identifying a controlling financial inést in a VIE, and requires an ongoing
assessment of whether an entity is a VIE and whethénterest in a VIE makes the holder the printsgeficiary of the VIE. This guidance
became effective for us beginning June 1, 2010.akwoption of this guidance did not have an impacbur consolidated financial position or
results of operations.

Recently | ssued Accounting Standards

In October 2009, the FASB issued new standards#viged the guidance for revenue recognition withtiple deliverables. These n¢
standards impact the determination of when theviddal deliverables included in a multiple-elemamangement may be treated as separate
units of accounting. Additionally, these new stamddamodify the manner in which the transaction aerstion is allocated across the
separately identified deliverables by no longenpting the residual method of allocating arrangatwnsideration. These new standard:
effective for us beginning June 1, 2011. We doaxptect the adoption will have a material impacbanconsolidated financial positions or
results of operations.
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Critical Accounting Policies

Our discussion and analysis of our financial caoditaind results of operations are based upon msatidated financial statements,
which have been prepared in accordance with U.SAREA he preparation of these financial statemestjsires us to make estimates and
judgments that affect the reported amounts of askabilities, revenues and expenses, and rellisafbsure of contingent assets «
liabilities.

We believe that the estimates, assumptions andvjadts involved in the accounting policies descriimetthe “Management’s
Discussion and Analysis of Financial Condition &®bults of Operations” section of our most recemt#al Report on Form 10-K have the
greatest potential impact on our financial statetsieso we consider these to be our critical acéogmolicies. Actual results could differ
from the estimates we use in applying our critaaounting policies. We are not currently awararof reasonably likely events or
circumstances that would result in materially digiet amounts being reported.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

There have been no material changes from the irgftiom previously reported under Item 7A of our AahReport on Form 10-K for
the fiscal year ended May 31, 2010.

Item 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdietiesigned to ensure that information requivdektdisclosed in our Exchange .
reports is recorded, processed, summarized andteelpwithin the time periods specified in the Sé&@s and Exchange Commission’s rules
and forms and that such information is accumulatedicommunicated to our management, including tiefExecutive Officer and Chief
Financial Officer, as appropriate, to allow for &y decisions regarding required disclosure. Ingiesg and evaluating the disclosure
controls and procedures, management recognizeartlgatontrols and procedures, no matter how waligted and operated, can provide
reasonable assurance of achieving the desiredot@tiectives, and management is required to aipiydgment in evaluating the cost-
benefit relationship of possible controls and praoes.

We carry out a variety of on-going procedures urtdersupervision and with the participation of management, including our Chief
Executive Officer and Chief Financial Officer, teaduate the effectiveness of the design and omerati our disclosure controls and
procedures. Based on the foregoing, our Chief Bikez®fficer and Chief Financial Officer concludttht our disclosure controls and
procedures were effective at the reasonable assutavel as of November 30, 2010.

There has been no change in our internal contret fimancial reporting during our most recent flapaarter that has materially affect
or is reasonably likely to materially affect, ontarnal control over financial reporting.
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Special Note Regarding Forward-Looking
Statements and Analyst Reports

Certain written and oral statements, other thaelgihistorical information, including estimatespjarctions, statements relating to
NIKE's business plans, objectives and expected opgregsults, and the assumptions upon which thosensémts are based, made or
incorporated by reference from time to time by NIKiHts representatives in this report, other regpdilings with the Securities and Exchal
Commission, press releases, conferences, or otberatie “forward-looking statements” within the mieg of the Private Securities
Litigation Reform Act of 1995 and Section 21E of tRecurities Exchange Act of 1934, as amended. &drlwoking statements include,
without limitation, any statement that may prediotecast, indicate, or imply future results, pemance, or achievements, and may contain
the words “believe”, “anticipate”, “expect”, “estate”, “project”, “will be”, “will continue”, “will likely result”, or words or phrases of similar
meaning. Forward-looking statements involve rigkd ancertainties which may cause actual resultifter materially from the forward-
looking statements. The risks and uncertaintieslatailed from time to time in reports filed by NEKvith the Securities and Exchange
Commission, including Forms 8-K, 10-Q, and 10-Kd &mclude, among others, the following: internadibmational and local general
economic and market conditions; the size and grafthe overall athletic footwear, apparel, andipment markets; intense competition
among designers, marketers, distributors and sedfeathletic footwear, apparel, and equipmentfmrsumers and endorsers; demographic
changes; changes in consumer preferences; poguwéaparticular designs, categories of productsl, sports; seasonal and geographic
demand for NIKE products; difficulties in anticifyad or forecasting changes in consumer preferemoesumer demand for NIKE products,
and the various market factors described abovécdifies in implementing, operating, and maintampiNIKE's increasingly complex
information systems and controls, including, withlbmitation, the systems related to demand anglsuplanning, and inventory control;
interruptions in data and communications systetustuations and difficulty in forecasting operatirggults, including, without limitation, the
fact that advance “futures” orders may not be iative of future revenues due to changes in shiptimintg, and the changing mix of futures
and at-once orders and order cancellations; tHieyadsi NIKE to sustain, manage or forecast its\gtio and inventories; the size, timing and
mix of purchases of NIKE’s products; increaseshim ¢ost of materials and energy used to manufaptaducts, new product development
and introduction; the ability to secure and protemtlemarks, patents, and other intellectual ptgpperformance and reliability of products;
customer service; adverse publicity; the loss grigicant customers or suppliers; dependence dnlalisors and licensees; business
disruptions; increased costs of freight and trartggion to meet delivery deadlines; increases imdwing costs due to any decline in our debt
ratings; changes in business strategy or developptans; general risks associated with doing bissimeitside the United States, including,
without limitation, exchange rate fluctuations, ionpduties, tariffs, quotas, political and economistability, and terrorism; changes in
government regulations; the impact of, includingibass and legal developments relating to, clirnhssge; liability and other claims
asserted against NIKE; the ability to attract agtain qualified personnel; and other factors refeee or incorporated by reference in this
report and other reports.

The risks included here are not exhaustive. Otbetians of this report may include additional fasthich could adversely affect
NIKE’s business and financial performance. MoreoveKEbperates in a very competitive and rapidly chiagg@nvironment. New risk
factors emerge from time to time and it is not gdesfor management to predict all such risk fagtaor can it assess the impact of all such
risk factors on NIKE’s business or the extent tackhany factor, or combination of factors, may @astual results to differ materially from
those contained in any forward-looking stateme@tsen these risks and uncertainties, investorsldhwot place undue reliance on forward-
looking statements as a prediction of actual result

Investors should also be aware that while NIKE dé&esn time to time, communicate with securitiesigsts, it is against NIKE’s
policy to disclose to them any material noublic information or other confidential commerdiaflormation. Accordingly, shareholders sho
not assume that NIKE agrees with any statemergport issued by any analyst irrespective of theéerdrof the statement or report.
Furthermore, NIKE has a policy against issuinganfitming financial forecasts or projections issumdothers. Thus, to the extent that
reports issued by securities analysts contain apjggtions, forecasts or opinions, such reportsiateghe responsibility of NIKE.
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Part Il - Other Information

Item 1. Legal Proceedings

There have been no material developments with otspehe information previously reported undertPatem 3 of our Annual Report
on Form 10-K for the fiscal year ended May 31, 2010

Item 1A. Risk Factors

There have been no material changes in our rigkrfaérom those disclosed in Part I, Item IA, of dunnual Report on Form 10-K for
the fiscal year ended May 31, 2010.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The following table presents a summary of sharensmses made by NIKE during the quarter ended Mbee 30, 2010 under the
four-year, $5 billion share repurchase program eygxt by our Board of Directors in September 2008.

Total Number of Shares Maximum Dollar Value of
Purchased as Part of
Total Number of Shares Average Price Paic Publicly Announced Plan: Shares that May Yet Be
Purchased Under the
Period Purchased Per Share or Programs Plans or Programs
(in millions)
September - 30, 201C 1,712,60! $ 75.1( 1,712,60!
October 1- 31, 201C 400,00( $ 81.52 400,00( $ 3,90(
November 1- 30, 201C 1,420,60! $ 83.3¢ 1,420,60! $ 3,86¢
Total 3,533,201 3,533,20I $ 3,74¢
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Iltem 6. Exhibits

(a) EXHIBITS:
3.1 Restated Articles of Incorporation, as amendedfinorated by reference from Exhibit 3.1 to the Camps Quarterly Report
on Form 1-Q for the fiscal quarter ended August 31, 20
3.2 Third Restated Bylaws, as amended (incorporateetgyence from Exhibit 3.2 to the Company’s Curiieaport on Form &
filed February 16, 2007
4.1 Restated Articles of Incorporation, as amended Eséubit 3.1).
4.2 Third Restated Bylaws, as amended (see Exhibit
31.1 Rule 13(a-14(a) Certification of Chief Executive Office
31.2 Rule 13(a-14(a) Certification of Chief Financial Office
32.1 Section 1350 Certificate of Chief Executive Offic
32.2 Section 1350 Certificate of Chief Financial Offic

101.INS XBRL Instance Documen

101.SCH XBRL Taxonomy Extension Schema Documg

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB XBRL Taxonomy Extension Label Linkbase Docum
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

NIKE, Inc.
an Oregon Corporatic

/s/ DoNALD W. B LAIR
Donald W. Blair
Chief Financial Officer

DATED: January 6, 2011
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EXHIBIT 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act 2002

I, Mark G. Parker, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of NIKE, Inc.;

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

a) designed such disclosure controls and procedaresiused such disclosure controls and procedoras designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financiglomting, or caused such internal control over fgiahreporting to be designed under
our supervision, to provide reasonable assuram@adang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: January 6, 2011

/sl MARKG. PARKER
Mark G. Parker
Chief Executive Officer




EXHIBIT 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act 2002

I, Donald W. Blair, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of NIKE, Inc.;

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

a) designed such disclosure controls and procedaresiused such disclosure controls and procedoras designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financiglomting, or caused such internal control over fgiahreporting to be designed under
our supervision, to provide reasonable assuram@adang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: January 6, 2011

/'s/ DonNALD W. B LAIR
Donald W. Blair
Chief Financial Officer




EXHIBIT 32.1
Certification of Chief Executive Officer

Pursuant to 18 U.S.C. Section 1350, as createcebtjdd 906 of the Sarbanes-Oxley Act of 2002, thleWwing certification is being
made to accompany the Quarterly Report on Form I6r@he quarterly period ended November 30, 2046 (Report”) of NIKE, Inc. (the
“Company”) and shall not, except to the extent nefliby such Act, be deemed filed by the Compamyptoposes of Section 18 of the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”). Such certification will not be deatrte be incorporated by reference into
any filing under the Securities Act of 1933, as adex or the Exchange Act, except to the extentttiea€ompany specifically incorporates
by reference.

Pursuant to U.S.C. Section 1350, as created byoBe2®6 of the Sarbanes-Oxley Act of 2002, the wsideed officer of the Company
hereby certifies, to such officer's knowledge, that

() the Report of the Company fully complies wittetrequirements of Section 13(a) or Section 1%@ gpplicable, of the Securities
Exchange Act of 1934, as amended,;

(i the information contained in the Report faigyesents, in all material respects, the finarmaldition and results of operations of
the Company

Date: January 6, 2011

/sl MARKG. PARKER
Mark G. Parker
Chief Executive Officer

A signed original of this written statement reqdit®y Section 906 has been provided to NIKE, Ind aill be retained by NIKE, Inc.
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



EXHIBIT 32.2
Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350, as createctbtjdd 906 of the Sarbanes-Oxley Act of 2002, tHleWwing certification is being
made to accompany the Quarterly Report on Form I6r@he quarterly period ended November 30, 2046 (Report”) of NIKE, Inc. (the
“Company”) and shall not, except to the extent nefliby such Act, be deemed filed by the Compamyptoposes of Section 18 of the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”). Such certification will not be deatrte be incorporated by reference into
any filing under the Securities Act of 1933, as adex or the Exchange Act, except to the extentttiea€ompany specifically incorporates
by reference.

Pursuant to U.S.C. Section 1350, as created byodBe2®6 of the Sarbanes-Oxley Act of 2002, the wsidaed officer of the Company
hereby certifies, to such officer's knowledge, that

() the Report of the Company fully complies wittetrequirements of Section 13(a) or Section 1%@ gpplicable, of the Securities
Exchange Act of 1934, as amended,;

(i the information contained in the Report faigyesents, in all material respects, the finarmaldition and results of operations of
the Company

Date: January 6, 2011

/'s/ DonNALD W. B LAIR
Donald W. Blair
Chief Financial Officer

A signed original of this written statement reqdit®y Section 906 has been provided to NIKE, Ind aill be retained by NIKE, Inc.
and furnished to the Securities and Exchange Cosionir its staff upon reque:



