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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities€hange Act of 1934

Date of Report (Date of earliest event reportedpt&mber 20, 2004

NIKE, INC.

(Exact Name of Registrant as Specified in Charter)

Oregon 1- 10635 93- 0584541
(State of (Commi ssi on (1. R S. Enpl oyer
I ncor poration) File Nunber) Identification No.)

One Bowerman Drive
Beaverton, Oregon 97005-6453

(Address of Principal Executive Offices)
(503) 671-6453
(Registrant's telephone number, including area)ode

Check the appropriate box below if the Form 8-flis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (See General Instructior2 Abelow):

[ ] Written communications pursuant to Rule 425 emtthe Securities Act

(17 CFR 230.425)
[ ] Soliciting material pursuant to Rule 14a-12 an&xchange Act (17 CFR 240.14a-12)
[ ] Pre-commencement communications pursuant te Ratl-2(b) under the Exchange Act (17CFR 240.149)-2(

[ ] Pre-commencement communications pursuant te R8e-4(c) under the Exchange Act (17 CFR 240.18p-4

Item 2.02 Results of Operations and Financial Contibn

Today NIKE, Inc. held a public telephone call tedliss its financial results for the fiscal quaetieded August 31, 2004. The transcript of the
conference call is furnished herewith as Exhibit 99

(c) Exhibits.

Item 9.01 Financial Statements and Exhibits



The following exhibit is furnished with this Formkg
99. Transcript of earnings release conferenceota$eptember 20,

2004.
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Exhibit 99
NIKE, Inc. Q105 Earnings Release Conference Callidtator: Pamela Catlett September 20, 2004 9:0C &

Operator: Thank you for standing by. And good dag welcome to the Nike first quarter 2005 earniogisference call. Today's call is being
recorded.

At this time for opening remarks and introductionajll be turning the call over to Ms. Pamela @#t| Vice President of Investor Relations.
Ms. Catlett, please go ahead.

Pamela Catlett: Thank you, good morning everyone'ré\pleased you're joining us this morning toukscNike's fiscal 2005 first quarter
results. We're reporting to you today from the @re@onvention Center where we'll host our annuadtmg of shareholders later this
morning.

For those of you who need to reference our relgas#l find it on our Web site, www.nikebiz.com. ¥dl also find expanded information on
the Web site about some of the highlights we'ltilsgussing today.

Participants in today's call are Charlie DensonMadk Parker, Presidents of the Nike Brand; and Btair, Nike's Chief Financial Officer.
Each of today's participants will provide brief paeed remarks, which will also be available on\ab site immediately following the call.

Before | turn it over to Don, I'd like to remindyohat on this call, we're going to make forwardWimg statements based on our current
expectations. And those statements are subjeertaic risks and uncertainties that could causasheesults to differ materially. These risks
and uncertainties are detailed in the reports led fivith the SEC including Forms 8-K and 10-Q. Sdorevard-looking statements concerns
future orders that are not necessarily indicativiotal revenues for subsequent periods due tostktions and a mix of futures and at once
orders, which may vary significant from quarter-gorarter.

In addition, it's important to remember a signifitportion of our business including equipment, tds\ike retail, Nike golf, Converse, Cc
Haan, Bauer and Hurley are not included in thesgds numbers.

Finally, during this conference call we may discoea GAAP financial measures. The presentatioroofgarable GAAP measures and
guantitative reconciliations can also be found ikeld Web site.

In this call, we may also discuss non-public finahand statistical information, which is also dable on our site.
Now, here's Dor

Don Blair; Thanks, Pam. Our business momentum eoad in the first quarter of fiscal 2005 as virty&very component of our global
business portfolio performed well in the quartenr @venues grew 18 percent for the quarter, tcard $3.6 billion. Changes in foreign
currency exchange rates accounted for about ttuieéspf growth, while the acquisition of Conveestded another four points to
consolidated revenue growth for the quarter. Theaich of the Starter acquisition on our quarterufes was negligible.

We also delivered record profits in the first gegras our diluted earnings per share were $1.2ZB3ygercent versus fiscal 2004. The
acquisition of Converse accounted for about ninatpaf our consolidated earnings per share groltin the quarter, our consolidated gross
margin was 44-and-a-half percent, up 1.5 pointsusfast year's first quarter. Currency changesusted for about 1.3 points of the
improvement. As we expected our SG&A spending watyfheavy in the quarter, largely as a resulli@fand creation investments around
the summer's global sporting events. Futures ofdetfie next five months grew about 10 percentad dollar terms.

Excluding the impact of currency changes, futumelers increased 9.2 percent, essentially inlina tie growth we reported last quarter. In
the first quarter of fiscal 2005, we also contintednanage our shareholder's capital effectively. @turn on invested capital was 22 perc
And we delivered $308 million of free cash flowrimperations. | should note, that since free ckst from operations is a non GAAP term,
we've posted the reconciliation on our Web site.

We also delivered a lot of cash to shareholdersxduhe quarter. We repurchased $155 million of@un stock, and we paid out $53 million
in dividends. So those are the headlines. Nowdigd'sn to some of the details.

In our European region which includes the MiddlstEsnd Africa, revenues grew 14 percent in Q1 waitbut five points of the growth
coming from more favorable exchange rates. Footw@amues grew 12 percent, apparel revenues adva@0cgercent, and equipment
revenues were up seven percent. Revenue for thitequaas somewhat better than we expected, as eaires that would normally have b
delivered in September moved into August.

Footwear revenue growth for the quarter benefitethfstrong sales in the U.K., Italy, and the emmeggnarkets of central Europe, Turkey,
Russia and Greece, partially offset by weaker tesnlFrance, Germany and Iberia. As a result eftiiming issues | mentioned earlier, we



not ready to call a change in our footwear reveanerd yet, from the low to mid single digit condtdollar growth rate we've seen over the
last few quarters.

European apparel sales also benefited from the sursporting events, as well as new kit launcheg\fsenal and Manchester United. Our
gross margins in Europe expanded 180 basis paintbé quarter, accounting for 60 basis pointsufannsolidated margin improvement. As
we indicated earlier, in fiscal 2005, we will bed@sting in the product value equation in Europetigiyy offsetting the gross margin benefits
of better foreign exchange rates.

Reported first quarter pretax income for the Euawpeegion was $246 million, an increase of 21 pareersus fiscal 2004. In the Asia Pac
region, revenues increased 17 percent in thedfiratter. About five points of the increase camenfsironger currencies in the region.
Footwear reported eight percent growth, while aplpgrew 31 percent, and equipment advanced 21 pefRevenues in China nearly
doubled, while Japan posted another quarter of léadibit growth.

For the quarter, Asia Pacific gross margin advarg2ftibasis points, accounting for 30 basis poifite@consolidated gross margin
improvement. Reported pre tax income for the quaiedl 17 percent to $63 million, as SG&A spendingreased over 50 percent as we had
planned.

Investments and demand creation for the Olympic3hima, as well as the implementation of new supghplin systems in Japan and
Southeast Asia drove the year-oyear increase in SG&A. The America's region perfedrpretty much as expected in the first quartecal
currency revenues grew 10 percent in the quartgnvbaker currencies in the region reduced repogeenue growth to seven percent. Gross
margin fell 170 basis points in the quarter, redgdiike Inc, consolidated gross margins by aboubd$ls points. Lower gross margins
combined with heavy demand creation investmentsedreported pre tax income to $21 million for theader, down 15 percent versus the
prior year.

In the U.S., we began fiscal 2005 with a bannertguaas revenues advanced over 12 percent, doyetrong growth across a number of
wholesale accounts. Footwear revenues grew 12 mteeggparel increased 13 percent, and equipmew fitepercent. Comparable store sales
for Niketown stores grew nine percent in the fipsarter, reflecting the strength of the brand. Ah8. futures orders rose over 11 percent
versus the year ago period.

Gross margins in the U.S. advanced 50 basis pfuinthe quarter, driving 20 basis points of our salidated gross margin improvement.
Most of the improvement came from footwear throagtombination of inline margins and fewer, morefigaible close-outs. Higher revenues
and gross margins were partially offset by heas@mnand creation investments in the U.S., bringimgtax reported profits to $322 million,
up 10 percent versus last year's quarter. Operatiaghead in the U.S. region grew less than thezegmt.

For the quarter, revenues from our other businep®eg 64 percent, to $435 million. The acquisitadrConverse accounted for about three-
quarters of that growth. Cole Haan had anothelastguarter, as revenues advanced 30 percent. tBer lousinesses earned $40 million of
pretax profit driven primarily by the acquisitioh ©@onverse, and robust profit growth at Cole Haan.

Consolidated SG&A spending for Nike, Inc, grew Z3qent in the quarter, driven by a 44 percent emean demand creation and an 11
percent increase in operating overhead. For t@@#/ changes in exchange rates accounted for ttpof that growth. And the addition
of Converse accounted for about three points ofrtbieease. The increase in demand creation spemdisghe expected result of our
investments in advertising behind the summer'sajlsporting events, higher endorsement expensdgsetail development programs. In
addition to the impacts of foreign exchange and@beverse acquisition, the increase in operatiregtmad reflected investments in Nike
retail stores and in Asia, including the supplyinteystem's implementation in Japan and Southesiat A

Other expense for the first quarter was $2 millidown $24 million in the prior year. The largesttfar in the improvement was lower foreign
currency losses primarily from hedging. The ne¢eifbf the improvement in foreign currency lossed the favorable translation of foreign
currency denominated profits was $22 million of iiddal pretax income for the quarter.

Our effective tax rate for the quarter was 35.4&esft, consistent with our current estimate forfthleyear. This rate is 60 basis points above
the rate for all of last year, due largely to tlypieation of R&D tax credit legislation. The strahgf our balance sheet continued to be a
highlight at the end of the first quarter as wéllir balance of cash, cash equivalents and shartiterestments totaled $1.3 billion, well in
excess of debt balances.

As of August 31st, worldwide inventories were 11geat higher than a year ago. The acquisition afu@ose and currency changes together
accounted for about seven points of growth. Invgnito the U.S. fell nine percent. At the end of therter, accounts receivable were six
percent higher than the prior year. Stronger for@igrrencies and the acquisition of Converse tagetbcounted for all of that growth.

Our expectations for fiscal 2005 remain broadlysistent with the point of view we discussed lasdrtgr. We're targeting high single digit
revenue growth for the full year, as we've now pdgle anniversary of the Converse acquisitionvemavill begin to compare against
stronger numbers in the second half of fiscal 2004.

As we've indicated earlier, we expect that bettegifjn exchange hedge rates will enable us to lye mmmpetitive in Europe and Asia, as
well as grow our overall gross margin percentagete year. The increase in gross margin shoulsligbtly greater in the second and tr



guarters when the year-over-year improvements dgéeates will be most significant. The smallestryever-year gross margin growth
should be in Q4, as we we're already experienaatigebforeign exchange rates in the fourth quartdiscal 2004.

We're now planning SG&A spending for fiscal 2008he same range as last year, which was just dvpeBent of revenue. The high level
of spending growth in the first quarter will bedaly offset in the fourth quarter, due to the tigjmof demand creation spending.

So in summary we're very pleased with the quaated,feel we're in a great position to deliver ongaals for the year.
So with that, I'll turn the floor over to Mr. Mafkarker, President of the Nike brand.

Mark Parker: Thanks, Don and good morning everyBoethe past year, I've been talking to you altoeitNike speed initiative and the
impact we expected it would have on our businegsoam brand. Now that we're winding down on the swenof speed, and readying new
campaigns this fall, I'd like to take a quick Ido&ck on a few highlights.

We took the concept of Speed across sports, amahiegand spanned athletic events from Euro Cham@®pa America, the Tour de France,
the Olympics, and most recently the U.S. Open Tefournament. It was the largest global integrateahd initiative in our history,

involving many of our top athletes including Lansenstrong, Serena Williams, Olympic gold medaligte Hicham El Guerrouj and Justin
Gatlin just to name a few. And it features our nmoebvative footwear like the Zoom Miler, and theMterfly, advanced apparel like the
Swift Spin and Swift Suit, and design forward-eaugnt, like the MP3 Run. By almost any metric, tampaign was a tremendous success,
and has given the brand additional heat, and teméss strong momentum as we move further intdisbal year. Olympic years have alwze
represented an excellent international platformapdsitive boost for our business. Since the Sidjzenes in 2000, Nike revenues have
grown 35 percent.

But our approach to the summer of 2004 was diffefiremn years past. Instead of focusing on one thveek period, we created a brand
initiative that spanned the entire summer. Instefgdcusing on one international competition, wevedthe common theme of Speed through
major sporting events in five continents. And iri¢idn to creating cutting-edge performance progdiot world class athletes, we brought to
market both performance and performance-inspiraditrg and active wear linked with these internadicsporting events.

For example, when El Guerrouj captured the golthé1500 and 5,000 meter races in the Nike Zoorerviilot only was the innovative spi
available in running specialty shops for competitiunners, we also brought Air Zoom Miler traingtgpes, and Street Miler active life shoes
to broader retail distribution.

We've seen solid sell through on the Air Zoom Mded Street Miler for both the men and women ait'example of the synergy we can
create as we deliver solid performance productuation, while driving our active life business.

From an apparel standpoint, Nike Swift technolog@dman impressive showing in a number of sportfjding multi gold level
performances in track and field, swimming, cyclamg rowing. But again, the bigger story here istwhelre bringing to apparel and to retail
that delivers the benefits of Swift technology,rejavith a distinctive aesthetic to a broader markstDon reported, apparel revenues and
dollars grew by 17 percent in quarter one, comptoagliarter one last year, results driven in parthie Summer of Speed, that not only fut
the business, but also the brand.

You could not have missed Serena Williams or h&eNiesigned outfit at the U.S. Open featuring perémce denim and cooling sphere and
mesh designs. In fact, Maria Sharapova, Lleyton iHewmd Roger Federer also wore Nike's most inriegdennis products, and the buzz
generated on the court translated in to strong slectail.

Through Speed and other initiatives, we're aligrirger than ever behind our key athlete, teamfedieration partnerships to capitalize on
opportunities. By creating comprehensive brandmoduct plans for our top partnerships, we aresting in the brand, and driving solid
business growth. We're seeing growth and stremgtlui footwear categories, such as running, baaketioccer and training so our
foundation is strong. I'm very pleased to see aerbatanced support portfolio with healthy sell-tlghs across our sport and active life
categories. In fact, we're seeing strong resutissacall major channels of distribution for backsthool.

As we expected, female consumers have embracetkth&hox for Her concept and product. NPD repartellily that the Nike Shox
Energia was a top training shoe in the industryd #re Bella running shoe, and Allegria walking shts have very strong sell-throughs.

Nike Impax footwear is another béto-school success story, popular with consumeasmabre accessible price point. And then, finaity,
footwear, the Jordan brand continues to be strorige sport, active and retro side of the business.

On the apparel side, branded athletic apparel drag strong momentum. We're seeing rapidly incrgaaateptance by consumers for
performance fabrics like those used in the NikelfPi®y as well as Dri Fit technology in Nike Goffgarel. Consumers also continue to
embrace our Sphere technology with innovative pctslauch as the company's Sphere Dry Woven jaakdtSphere Dry Woven pant being
two products in particularly high demand this qeart

These and other products contributed to an overhlist bac-to-school season for Nike that is driving healthy fatuorders for Spring '05.



addition, | see continued momentum in the higherage price-per- pair trend. In the coming montfesye capitalized on the brand heat we
generated during the Summer of Speed. In the UeSewnderway with our fall football brand initiati that centers on Michael Vick and the
much anticipated Air Zoom Vick Il that we deliver the market next week.

On the college front, roughly 80 percent of the 28pcollege programs in the country, take to teklfeach Saturday in Nike Team Sports
licensed apparel. And we continue to innovate witliorms that are 25 percent lighter with stronigdarications and improved ventilation.

In Europe, soccer takes to the pitch once agatindrEuropean leagues as they heat up this fale bliktinues to build brand equity and Team
Sports apparel sales with the world's top clubkiding Manchester United, Juventus and Arsenal.l&bech of the integrated Total 90
apparel collection is driving strong sales andikr@tgact in Europe and around the world.

Before | turn things over to Charlie Denson I'celifo touch briefly on the phenomenal worldwide tiggicto the Wear Yellow campaign,
featuring the LiveStrong yellow wrist bands. Ineldflay Nike set out to honor Lance Armstrong, ndy @great athlete, but at the time going
for his sixth win on the Tour de France. But als®js an inspiration to millions who have overcamdeersity. As a celebration and a tribut
Lance, Nike donated one million to the Lance Armisty Foundation and created the efforts to raisadalitional $5 million to the sale of $1
yellow wrist bands. The wrist bands were stampeat Wwance's mantra "LiveStrong," now a global icdsupport for those living with canc
We're thrilled to report that over 12 million wrisands have been sold to date. Because of thedeafsimg efforts, the Lance Armstrong
Foundation continues in their pursuit of helpingaer survivors and their families LiveStrong. Thalgw wrist band has become a cultural
phenomenon generating tremendous public awareae&sifice's foundation, and the excellent work g#slcAnd we're very proud to be
involved with Lance, both on a professional andspeal level.

With that, I'll turn it over to Charlie Denson.

Charlie Denson: Thanks, Mark. And thank you alljaning us today. Well, if you've heard we've reipd a strong first quarter performance.
Not only is it a great start for our fiscal yedis traditionally one of our larger quarters, anitical in delivering the targeted results we
talked about on an annual basis.

From my perspective, today's results illustrateddhvital components to our future success. Riratflects an ability to manage our portfolio,
aligning and driving key components of our businbstancing our strengths ad weaknesses, in avdigliver consistent revenue and
earnings growth over the long term.

Second, the things Mark has just reviewed, ouitglid execution brand building initiatives and bdamanagement strategies in a very div
and complete global market place. And third, ourttwied investment in both our core infrastructane our future growth opportunities.

For the last nine months, we've pointed towardstwigave affectionately called our Summer of Spgpgaking to both our global and
regional plans for creating the connectivity betwé®e brand and our consumer. We've talked abairtiag all of our tools to achieve
optimal results. And now, we are seeing the bemefiplans well executed. Overall, the portfoliofpemed very well. Our USA business is a
great example of that alignment really paying Bfom product, marketing, retail and sales, the BuSiness is now hitting on all cylinders.
You see it in the numbers we're reporting, but feml it from the energy and excitement consumedscarstomers are expressing for our
brand and indicated for our Futures numbers.

Europe was another big benefactor of this sumrsposting events, with a very strong first quarterfprmance. We're still seeing some
softness overall in the western European marketsiirffutures orders, primarily from France and Gamgn We continue to invest aggressi\

in Asia, and feel very good about our growth arghbrposition throughout the Asia Pacific regiord anr business in South America rem
stable. We can also talk about diversity and tieesiasing contribution by other parts of the poitfdike Converse, and Cole Haan, with both
companies turning in very strong quarterly perfanoe

Nike speed initiative is a global concept that basn executed in every market in which we do bssinBrand efforts like this are ma
investments in the lonterm health of the Nike brand, and are a great elawf brand building. Mark filled you in on thetdds of its succes
as a campaign, and we talked to you about it tHrougfiscal 2004. We are also improving our abitdymanage the brand and it's
profitability. As most of you are aware, there squicker way to damage or weaken a brand, thaveo-inventory a market place,
compromising value and eroding consumer confidence.

Our inventories continue to operate at healthylteas we do a good job managing most of the maldadp around the world. We're seeing
the same for most retailers as well. Profitabilitypack in vogue in the athletic footwear and appadustry. Our ability to execute global
concepts like Speed, are indicative of what we rastinue to do to increase our market share imtbee developed markets and create
market expansion in the emerging economies. Whatraées us from our competition is our ability xeeute a global initiative, as well as a
locally relevant one, like Euro Champs, the TouFdence, Copa America, as well as a global evkattie Olympics, all of these adding to
the consumer relationships that we continue tadbwdrldwide.

Most of the time, when we talk about investments,usually end up recruiting our demand creatiomdig, or our supply chain spending,
and justifiably so as they are substantial. Butevigivesting in more than just the high profile exdes you're used to seeing from us. I'd like
to touch on a few other areas of investment thahatping us generate the sustainable performé&wateve've been deliverin



One aspect of our investment strategy deals wéletler-changing retail environment, and our braniedgnce within it. Over the past several
years, we've invested heavily to improve our laratind presentation at retail. Since 2001, we hatalled hundreds of inline Nik
presentations all over the world. Some are corparained. Some are franchised. But most are in @atips with local retailers. These
investments have a significant impact on our concepmunication, our brand and product messagh@consumer experience, and
ultimately our overall profitability. We've alsarshgthened our relationships with retail partnetsy's own business performance has
benefited from these investments.

As all of you know, we've invested heavily in irgtaicture, our supply chain, facilities and digitibns. All of these areas have been integral
in supporting our business model around the wdttihgs like the expansion of our European distidoutenter, warehouse, and distribution
facilities in Korea or Japan. And of course, ouirfrastructure that has taken a large piece ofitkeout of designing, developing, and
building a product line, that is recreated evernd@@s with over 10,000 new products.

The investments that were made in the last seyesabk are now serving us well. We will continuénteest in this infrastructure, to increase
productivity capabilities in our existing markess, well as maintain our leadership position in & emerging markets, places like China,
Russia, Brazil and India. These markets represenesf our growth engines in the future years.

Finally, I'd like to wrap up with a discussion afrggrowth portfolio of businesses and brands. As g all aware in August, we completed
the acquisition of Starter brands and formed a slvsidiary the Exeter Brands Group. The purpoghkisfacquisition in addition to the
incremental revenue and profit will allow us to ard our distribution in to the value channel, géaand growing market, and one in which
we have not participated. This addition to our fadid enables us to gain experience in the valggrsmnt with an established and reputable
brand name, and serves as a platform for furthegldpment of this space. Starter is a perfect examipour commitment to build and
diversify our portfolio, by adding established leagbrands in strategic market segments, whilequusg the integrity of Nike as a premium
brand.

In fiscal year 2004, Converse, which we acquiretl iver a year ago, Cole Haan, Hurley and Bauengalvith Nike Golf contributed $1.4
billion to our total Nike, Inc. revenues, and $78lion to our pretax income. For the first quartéro5, these businesses contributed 435
million in revenue, a 64 percent increase fromfitst quarter of '04, and $40 million in pre taxcame. The point is this group of brands is
collectively accounting for a more meaningful pontiof our overall results and is showing the pa&md contribute significantly to our
performance in the coming years.

We were recently touted in a major U.S. businegdigtion as the "new Nike" with a higher leveldi$cipline. It was a very positive article
acknowledging some of our current successes, lnané to say | don't like the word discipline, itads like punishment. And maybe
retrospectively we deserve to be categorized tlagt But | think it's more than that. It's a commetmh to being a better company, a company
who's goal is to be considered one of the best gexheompanies in the world, a company that is cdtathto its shareholders, it's employ:
and the communities we all live in. A company treslizes its only judge is the consumers who pusetoar products. And finally, a comp:
that feels it can get better at all of the abof/éhdt's what you define as discipline so be it. ke to think of it as the way we approach the
business.

So as | conclude, I'd just like to reiterate abduaw excited we are about our continued momentuihy earin fiscal 2005. Over the remainder
of the year, rest assured we will continue to reamisumers with exciting, innovating products, badgart of many of the amazing athlete
performances that are sure to come. But most irapthyt we will continue to execute our strategiasest with an eye on the future, and our
profitable growth. Thanks again for participatioglay. Now we'll open it up to questions.

Operator: If you would like to ask a question, glearess the star key followed by the digit ongaur touchtone telephone. If you are usii
speakerphone, please make sure your mute funetiwmried off to allow your signal to reach our gquént. Once again if you would like to
ask a question, please press star one at thisVifa#l. pause for just a moment to give everyonegportunity to signal.

Ouir first question comes from Virginia Genereuxhaierrill Lynch.
Virginia Genereux: Thank you. And Pam, are weit @®e or two today?
Pam Catlett: Two. How about two today.

Virginia Genereux: All right. Good. Thank you. Rirg | may, Converse has obviously been just agbeaisiness for you guys, a strong gra
and very accretive this quarter. Can you talk oglmeehow much bigger you guys think that businessged? Is international driving a lot of
that as we look out a little bit here?

Don Blair: Well Virginia, you know that we don'tv@ predictions on that sort of thing, but your dpgrcomment is absolutely on the money.
We're delighted with the performance we've seerob@onverse so far. A lot of the growth is comfrgm international, but also a lot
domestically. And as you probably know, most ofblisiness outside of the U.S. is actually a licdrimesiness. So we don't see a lot of the
revenue flow through on that. We definitely seetidim line flow through on it. So we're growing ban the U.S. and internationally. We are
extremely excited about the prospects for Convémsel wouldn't want to put a figure on that astpoint.

Virginia Genereux: Thanks. And then, secondly,rifdy, you guys have done a great job, always Wity but the U.S. business is going



well. Charlie, you talked a little bit, if maybe y@an elaborate on how do you sort of continueotdrol the distribution and the
differentiation by retailer, to make sure thatphtt know, that the Shox doesn't get too hot oeitehHow do you guys do that nowadays, and
how are the systems helping you?

Charlie Denson: Well | think, a couple of thinggdinia, | think, one of the things that we've b#erough over the last couple of years, and
we've talked about it extensively is just our oladistribution strategy in the U.S. And | wouldyseoday, that we're probably as well balan
across the U.S. in the different channels that aréigipate in as we've been for quite some time.

The other thing is our inventory management. An®as eluded to earlier, the U.S. inventories aerdgear-on-year, even against a pretty
impressive quarterly performance on the revenue Bo we're just getting better and more discigliaemanaging the marketplace and doing
a better job. | think the idea is not to totalljfeientiate all of the retailers. | think, what weetrying to do is strive for the best retail
experience for consumers across the channel lapelséad continue to support the people that aresting in those things.

Virginia Genereux: Thanks, and great job.

Charlie Denson: Thank you.

Pam Catlett: Thanks, Virginia.

Operator: Our next question comes from Bob Drulthwiehman Brothers.
Bob Drubl: Hi, good morning.

Pam Catlett: Hi, Bob.

Bob Drubl: Two questions. The first one, within tHeS. number, can you give us an idea of how fetiba played a role within that number,
and sort of where your business is with Foot Actbthis point in time?

Don Blair; Well between - sorry I'm on the last gtien here. Between Foot Locker and Foot Actiorh Bbyou look at a year-over-year
comparison of the two accounts together, theretaigle of points out of that 12. So one of thedhkin think, was very encouraging for us
just how broad based the support was in the Uo® &t whole variety of accounts. So this was ndtgusoot Locker, Foot Action stor

Bob Drubl: OK. And then, within the European comnsathat you made, that you mentioned the U.K. wihstger market for you. Is it fair to
say that that market has turned and, you knowetheome improvements around the market thereai©yau maybe elaborate a little bit
more on some of the trends, there?

Charlie Denson: Yes, Bob, this is Charlie. The LhKd a fantastic first quarter. We're not extrajpadpthat over the balance of the year. I'm
reluctant to sit here and say that the U.K. maiskebmpletely turned and headed back in a positirection. However | do believe that it is
certainly stabilized. We're continuing to see saingke out and consolidation in the marketplace. weadhink that, you know, through using
some of the same strategies that we've implemémtgldces like the U.S. that that market will coni to grow and expand on a long-term
basis. And we feel pretty confident, that overnleet couple of quarters, we'll start to see sordeators that point towards that. But we're
by any means in a position where we feel like thihgve turned around, and are back on track.

Bob Drubl: Great, thank you.
Operator: Our next question comes from Margaretdiagth Goldman Sachs.

Margaret Mager: Hi, Margaret Mager. Let's see. Apte of questions here. First of all, with regardhte gross margin, it's been coming in
way ahead of our expectations for quite some tiowe. When you look out over the balance of this yaad beyond, could you talk about
what do you see as the biggest pieces that camaertb move the gross margins upward?

And then, I'd also like to hear about your foreicastand how you've improve that, so that you hgee, know, better control over your
business. So if you could talk about any sort efght on your forecasting methodology and howldtes to your futures orders, thanks.

Don Blair: OK. To address the question on grosggimdirst, Margaret. As you know, over the lasteml years, we've talked about a lot of
the things that have driven the gross margin pevéorce. One of the factors, certainly, has beeintpeovements we've made in our supply
chain, which has resulted in lower supply chairntgass well as an improved position on close autsch definitely has a positive benefit on
gross margin. And | think in that space, we celyaielieve that we can make continuous improvenrestipply chain costs, and we still he
some room to continue to get better at that, atthome've made a lot of progress.

And as far as the close out position is concerped know, as Charlie indicated, our inventoriethia U.S. are extremely clean. We think
there's still, probably still some opportunitiegget to those levels outside the U.S. So we thieket's some improvement possibilities th



A second area we've seen a lot of improvement tvelast few years has been in the product coat diteere’'s been a lot of initiatives both in
the footwear, apparel, and equipment space, toangpproduct costs. And, you know, those effortscargoing. And we think there's going to
be continuation and benefit there.

A third area that we've talked about is gross tonmenagement, which is making sure that the leakagthe supply chain with respect to the
customers, things like charges, and claims, thateminue to work that beat. And we've had a |ladwafcess there, and again, we feel that
there's some more to go.

The last area | talk about is foreign exchange. thade are definitely some benefits we've seen theelast couple of years, as we the euro
has strengthened. With respect to this year, asaideearlier, we think the second and third quanes're going to continue to get a little bit
more benefit out of that, but over the course efytbar, that benefit is going to start to narrowhasoverlap versus last year's exchange rate
starts to get closer.

So, you know, those are really the major items. Rdiday on the operating side, we're continuingiéok all of those areas. And we think
there's more things to be delivered.

Charlie Denson: Hey, Margaret I'll just add one oment to that. Which as you can tell, | mean | thivékre fine tuning, and we're getting
much better at fine tuning our ability to drive mlarand performance. But probably the biggest sifagitor that's probably more of an
intangible is just where the brand is and the dehihat we create. And that certainly drives grossgim expansion as well as all of the other
fine tuning efforts that we are continuing to gettér at. So if you continue to measure the bramshgth, you can pretty much track gross
margin performance against brand strength as well.

Margaret Mager: OK. And then, | was asking abouwecasting, and if there's any insight, you can gives in terms of how you plan the
business going forward so that you, you know, na@ngood control over your results, your inventetycetera?

Don Blair: Well, you know, part of the benefit, Mgaret on forecasting is that as the supply chatis tighter, you don't have to make as many
guesses. You know, and one of the things that Ikedabout with respect to footwear particularlyhiat we used to do a lot more blind
buying, where we had to actually start productidorto having our futures orders in hand. And of¢he benefits of our new supply chain
system is that it's really cut down significantly the amount of purchasing we have to do outsiddutures window.

Having said that, working with our customers, areking sure that we have good estimates for eadoreand making sure that we
merchandise the line appropriately, and then buly discipline as Charlie said. | know he doeské& lihe word, but making sure that we are
maintaining a pull model in the marketplace andtngng to push product in when the demand is hetd, that's really one of the things that
helps keep your inventories clean, keeps the msugin and lets you forecast more consistently.

Margaret Mager: OK. That's all very helpful, thankad another great quarter and we're looking fodita Asia, so thanks to Pam for
planning that trip. And last comment, | love thesenings reports in the morning.

Pam Catlett: Yes.

Margaret Mager: If you could do that again, thatiddoe great. Thanks.

Pam Catlett: Don't we sound a little sleepy?

Margaret Mager: No, you sound wonderful. I'm suva'ye been out for a five mile run already.
Pam Catlett: That's true. All right, thanks, Maegar

Margaret Mager: Bye-bye.

Operator: Our next question comes from Dennis Rosgnwith Credit Suisse First Boston.
Dennis Rosenberg: Good morning, hi, guys.

Pam Catlett: Hi, Dennis.

Don Blair: Hi, Dennis.

Dennis Rosenberg: On the timing issues in Eur@se Mear's first quarter has a real big benefinfeoshift out of the second quarter. And you
said you had some benefit this year from a shiftnfiSeptember in to August. Could you give us aa mketo the order or magnitude of the
benefit this year versus last year? And how we lshimok at the second quarter because of that*



Don Blair: It was about a couple of points of growbennis.

Dennis Rosenberg: OK and last year was a lot bitfger that, right?

Don Blair: Yes, that's a year-over-year differerde, no, it's a year-over-year benefit to this igeaouple of points.
Dennis Rosenberg: So is last year's shift a perntaafndft?

Don Blair: No. I think what you may be thinking alias you may be thinking about the year we werd With supply chain which was two
years ago

Dennis Rosenberg: OK. And the comments on the gnasgin, in the second and third quarter, you #ag would be slightly - it would be a
slightly bigger increase in the gross margin, & tielative to the full year, or relative to whatydid in the first quarter?

Don Blair; The year-over-year improvement in theael and third, should be larger than what we satlié first quarter.
Dennis Rosenberg: OK. Great. And | want to secordgdret's comments about these morning calls.

Pam Catlett: All right.

Dennis Rosenberg: Thank you.

Pam Catlett: Let's pace ourselves here.

Operator: Our next question comes John ShanleySuguehanna Financial Group.

John Shanley: Thanks, good morning guys.

Don Blair: Good morning.

John Shanley: Charlie, we seem very bullish, antably rightly so on the acquisition of the Statiasiness. Can you give us an indicatic
longer term how big this particular operation map And is there implications for the Starter typerchandise going in to markets, other t
the United States?

Charlie Denson: Yes, John, | mean I'm not - itdyda the game to make any even remote project@mnghat, you know, what the
opportunities are long-term as far as size. I'msooé¢ we'd do that even if we did have a firm g@fsiph But | mean we're very excited about
this, because it gives us an opportunity to, asd m the prepared comments, continue to expandeach from a distribution standpoint, as
one benefit, but certainly the other benefit imkes some of the pressure off Nike and even Caaversome degree and participation of <
of the different opportunities that we have atite®o that is very excited for us. And, you knagain, it continues to build the overall
portfolio against the opportunities in the marketg.

John Shanley: And is there an opportunity outdigel.S. for that type of product?

Charlie Denson: We are still too early in the psxt® say, but we would certainly, you know, weeartertaining that as a possibility. |
wouldn't be in a position today to tell you thagrd are those types of opportunities. But we'ragtd look at that as a global brand
opportunity.

John Shanley: OK. Fair enough. Then the other gareshad was on the European sales. It was vepfuido get the comments on the
individual countries. Charlie, can you give us agi¢ation if we looked at it in a bigger geograpéiea, is the business growing more rapidly
in Eastern Europe, and the Middle East, than it b&in Western Europe? | mean is it becoming a nnugte important component of the
European sales overall?

Charlie Denson: Yes, no question, which has beettypconsistent with our releases over the lastrsguarters. Essentially Europe
continues to be a great marketplace for us as warekboth distribution and market penetration édéntral, and now including Russia. So
this is the first quarter that we've actually répdrdirect Russian results. It's another markdtwleaare new in from an owned operated
standpoint. And we're excited about the future fl@emtral and Eastern Europe.

John Shanley: How about the Middle East?

Charlie Denson: The Middle East is still hit andsmiWe've got a couple of countries that are daielyj but it's still not a significant portion
even of the European business. (



John Shanley: OK. Fair enough, thanks a lot. | agipte it.

Don Blair: Thanks, John.

Operator: Our next question comes from Noelle Gairwith JP Morgan.
Noelle Grainger: Hi, good mornin

Pam Catlett: Good morning.

Don Blair: Good morning.

Noelle Grainger: Two questions, the first is, yawow, your comparisons get a lot tougher. Can ybuabout the trend over the futur

period, given the really strong number you rep&tAdd then the second question would be back tofeurYou made a comment, | think,
last quarter, about looking to diversify away frémotball and drive the business more broadly. Amé$ hoping that maybe Mark or Charlie
could elaborate a little bit on, you know, theimtitves around that, and kind of where you stand.

Don Blair: Yes, with respect to the trending, Neethere's a little bit stronger futures in thstfinalf of that window, so that would be in our
second quarter, but, you know, that doesn't nedfstanslate exactly in to revenues. As we taboat on every call, you can't necessarily
match the two up. But just to layout a couple & igsues here, certainly the U.S. region was ppstimnger numbers in the second half last
year, so we're going to have to lap over that. igarexchange comparisons get a little tougher dk yai know, as we go in to the secc

half of the year. And so those are going to bedleynents.

And then, we also just talked about Europe, whexénad a little bit of the second quarter movingpithe first, so you need to take those
items in to account as well.

Noelle Grainger: OK. Thank yo

Mark Parker: Yes, and this is Mark. I'll commenttbe diversification in Europe beyond football. €am obviously, we've focused on footk
and I've seen some tremendous success in ourgositEurope. And that focus will continue to beréh

Obviously, we have a major sight set on BerlirD#y 'and we're going to continue our momentum irfelogball area. That being said, we also
realized, | think, for the strength of our Europd&ausiness overall, we really need to make surevtkatan focus on some of the other key
categories, such as running, women's overall andems particularly in the fitness and training afet@e active business, you know, making
sure that between sport and active we've got a batahce there. We feel really good about our joositit least we're trying to develop right
now. And then, even sports like basketball whidhseen as being U.S. centric, but really baskeitbhcoming much more of an
international sport, and some of the European péageming in to the U.S. It's really starting td geich more attention over there.

So we really fully intend to take advantage of ygportunity as well. But we really feel like ownig-term success in Europe, and continued
growth is going to be based on diversifying beyondmore singular focus on football.

Noelle Grainger: OK. Thanks so mu
Pam Catlett: Thanks, Noelle.
Operator: Our next question comes from Jeffrey iBdel with UBS.

Jeffrey Edelman: Thank you, good morning. My foigestion relates to your retail business. Couldgiga us the sense today, how much
represents of your total sales at this point? Ahdtwere the overall comps for the group?

Don Blair; Well Jeff, the worldwide our retail sala little over 10 percent of our total revenuedAyou know, the group is obviously very
complex. | mentioned earlier on my prepared remaheat the Niketowns in the U.S. were up nine pet,csomp store numbers in the first
quarter. In the U.S. our factory store results Haeen somewhat less robust. And frankly, the magure is lack of inventory. | mean our
inventory in the U.S. is so tight that even outtdag outlet stores don't have quite as much prodad¢hey've had in previous years, so that's a
little bit of a good news circumstance for the @lidbusiness, but a little tough on the factoryato

You know, with respect to the other regions, yoowngenerally retail has been performing prettylwait it's also relative to the markets 1
we're in. So, you know, Charlie talked about sore challenges in the U.K. and some of the coitipaton the high streets in Western
Europe, we've definitely seen that in Nike retaileell. The strength we've seen in Asia has beftected in Nike retail, so, you know, it's
really market specific.

Jeffrey Edelman: OK. Good. And secondly, my queskias to do with the comments you made about imgest the product valu



relationship in Europe. It appears as if all of #tieletic footwear companies selling into Europeehlaad this big benefit from buying in Chi
and could this be the beginning of some of theipgssf ultimately of some of those savings thatiye been able to realize? Because it
appears to have taken place in a lot of apparefoaies throughout Europe?

Mark Parker: Well first of all, it's not necessg#lll about sourcing in the sense that we've salfiwen Asia for quite a long time, and we
source apparel from all over the world, includimgne of the places in Europe and Asia. | think tireifjn exchange situation has definitely
effected the economics in Europe. And, you knowhthie strengthening of the euro, that has meant you know, people's margins in
Europe have definitely expanded.

You know, our belief as we've said, many timesf i3ehat the value equation is not just a functidmprice; it's also a function of the value of
the product or the features in the product thattresumer gets. And so, you know, our approachvesting in the value equation is not al
rolling back prices across aboard. What it realgbout is making sure that there is perceivedwues value at every price point, and with
every product category. And that's making sure ybathave the right product, with the right featyneith the right price point. And, you
know, we've made a definite decision in fiscal @5make sure that we were doing that aggressteetpntinue to grow the European market,
because we think there's still a lot of growth ptitd left there. And so we're pulling all of thaseers. And the good news is, we're
continuing to grow our margins even with that irtwesnt.

Jeffrey Edelman: Right. OK. Thank you.

Pam Catlett: Thanks, Jeff.

Operator: Our next question comes from Jim Duffthiiihomas Weisel Partners.
Jim Duffy: Yes, good morning.

Don Blair; Good morning.

Pam Catlett: Hi, Jim.

Jim Duffy: So you now have product in all chanrfeten discount right through the boutiques. Can poavide some commentary on what
you're seeing in each of those channels? And any & trends that you think may be sustainablenhanges you're seeing thel

Mark Parker: Yes, this Mark. I'll start with thdthe back-to-school season here, we've seen proti@biynost balanced success we've had
across distribution - channels of distribution itoag-time. I think it's not that we don't have soohallenges in there. | think on the apparel
side and the active area, we're still seeing sdm#enges in the bigger department store busit@@ssrall, though, | think we're really focus
on our categories in both sport on the active efdaur business, and managing distribution better.

So as Charlie said upfront, we're starting to beeytou know, success in terms of, you know, chiloyehannel business for back to school.
So that's - as far as major trends go, | thinkevgtiing to continue to really focus on our busirtgsshannel in starting to design, | think,
product more effectively up front to make sure thatre satisfying the consumers that shop in ticbs@nels. But overall, | think, I'd just say
that the balance we've had for back-to-school leas Ithe best we've had in a long time.

Jim Duffy: Good. In the prepared remarks, | coulielp but notice that a lot of your commentarysporting events, and things that had
driven excitement for the brand were kind of respecHow long do you think, you know, this equibat you have built with that is
sustainable? And what are some things you see ¢odaiwn the pipeline that, you know, can continuéutd that?

Mark Parker: Well we've - as I've said, we've sgierat momentum coming off our Olympic efforts iray®past. This year, | think, it was our
best overall from both a business commercial staimljand a brand standpoint. And we feel likeditteen us great momentum moving in to
fiscal year '05.

The buzz off the Olympics, | think, will continulee attention around sports. It will continue nattjwith the Olympics but the whole, as we
said Summer of Sport. So we have lots of opporsiin the product front, to take advantage ofltiaiz. In footwear, we have Shox. We're
in the middle of, you know, which we'll continuedevelop some franchise product in that area, acrategories. We're in the midst of
revamping, re-energizing our whole efforts, so §@e@e some pretty exciting product coming in téxt year along that line.

A signature product with Michael Vick, LeBron Jam8srena Williams, and others will continue to exgize those categories. On the
apparel side, both on the active business, our wntiining and fitness product, men's performateaen sports, we've worked - we're
working on a number of technologies that are mooessibly priced to make sure that our mix and ypebid well balanced. Soccer will
continue to energize that category. We have a whabe collection of product called Tiempo whichyiey know, on the heels of Total 90. So
we'll continue to see that category, see some greduct innovation.

So | think overall, in my time at Nike I've neveren so much great product coming down the pipelinkedo now, moving in to fiscal year '
and even in to fiscal year '06. So I'm quite bhllg that front



Charlie Denson: Yes, this is Charlie. I'll just amlte other comment to that too. | think, you knexg, do talk about events a lot and it does
drive a lot of, | think, curiosity and interest fnoa consumer standpoint, but again, we kind obgebf that mode now, and go back in to that
mundane, athletic approach to the, you know, thietats and the contests that go on on an annuial Basl what that does, and Mark
mentioned it too, is the idea that it gives us ande now to focus on the athlete again, and stahtaw on those athlete personalities. And
those are some of the things that really give amthi dimensions and some accessibility to the dbamound the world.

Jim Duffy: Do the events drive a fashion cycletdgally, have you seen that?

Mark Parker: Yes, | think, so. | think the Olymgiffort we had, you know, it's a little early toltehat kind of fashion trend might be coming
off the Olympics, for example. But | think you'ka closer fitting product. You know, you've seeat ih the fashion world, but it's definitely
in the sport world with some of the Pro Compressionexample, a little more body fitting produ¥bu'll see that trend, | think, continue
through this next year.

And some of that, I'm not sure if Serena Willianugfio will translate into broad commercial salesaasoutfit, like the one you saw at the U.S.
Open. But we have some great product coming foAthstralian Open with Maria Sharapova and Sereneefis We have every intent to
make sure that what we do on the court, on thd fighlly translates in to commercial success, bogierformance and then through the active
business as well.

Jim Duffy: Very good. Thanks for your time.

Pam Catlett: Hey, Jim, | do want to just point that Charlie was being tongue in cheek with his m@mnt about mundane athlete
performances. Just for the record.

Jim Duffy: Right. | understand.
Pam Catlett: OK, Stephanie, we'll take one morestijoe.
Operator: Thank you. Our last question comes frarhe® Toomey with RBC Dain Rauscher.

Robert Toomey: Good morning. | just want to geettdr understanding, if you could spend a minutevortalking about your long-term
strategies for both Converse and Starter. | knowamswered a question earlier about Starter, muhdt totally clear how you're going to
leverage that business. And | wondered if you cqustlexpand a little bit on your strategies fottbof those. And where you expect the
growth to come from? Thank you.

Charlie Denson: Yes, this is Charlie. | think weltso with Converse right now; Converse is havingeat performance around the world.
Don mentioned a little bit about the fact that mafsthe international business is a licensed bssinénd we do not own the Converse
business in Japan. So there's still a lot of upsidee. It's primarily a footwear business. Antihk there's some opportunities to expand the
product range under that product range, and céyttiia distribution around the world. So that's stinng that we think and talk a lot about
there.

| think from a Starter standpoint, as | said, we&ey early in the process as we evaluate our appities and what our priorities are in
developing there. It is primarily an apparel brafdd so, there would be some obvious opportuntiiaswe can pursue in footwear that w:
looking at as well.

And so - and | don't want to venture out into aerinational proposition around that, right nows tery early in the stages of development of
the business. And we will keep you guys abreasitt@tiecisions that we make as we go forward.

Mark Parker: Yes, this is Mark. I'll just add, ykoow, the fact is we, as Charlie mentioned in éppred remarks, we have a pretty robust
portfolio of Nike, Inc. brands, both footwear amgparel. So we're in a great position to really taeantage of the opportunities those brands
represent.

There's a lot of design, and technology that's ldgeel within Nike. And we really feel like we're &position to feed that design and
technology to different brands, being respectfat #|ach of these brands is different as a diffgpesition, different distribution. But the fac
that the Nike product machine, design developmeatthime, can really, | think, exploit opportunity meffectively across such a great
portfolio of brands. So we're quite bullish frankly

And on the international front, | wouldn't as Cledaid, make any predictions in the short-ternt. @utainly, in the long-term, that's going to
be more of a part of the future of our other nokeNbrands.

Don Blair; And Bob, just to clarify too from a finaial standpoint, Starter operates largely onenke model as well. So it is a model that
not necessarily generate large amounts of revdnuiebviously has a very high flow through of theffiability. So just in terms of managing
your expectations in terms of how that busineskdeiVelop in our financial results, you don't neszggy see it as much on the top line as
will on the bottom line



Robert Toomey: OK. So will the Nike brand be maekkthrough Starter? Or would you overlap the branas not clear on that.
Mark Parker: No. Nike brand and Starter are completeparate brands and will not overlap.
Robert Toomey: OK. Great. Thank you.

Pam Catlett: All right. Thanks everybody for joigins today. We wanted to just remind you that wegading to our annual meeting of
shareholders here this morning. So any follow ugstjons we'll do our best to get back to you, buiill probably be later this afternoon. O
Thanks very much. Have a great day.

Operator: This does conclude today's teleconfererttank you for your participation. You may nowatisnect.



