EDGAROnline

NIKE INC

FORM 8-K

(Current report filing)

Filed 03/22/11 for the Period Ending 03/17/11

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

ONE BOWERMAN DR
BEAVERTON, OR 97005-6453
5036713173

0000320187

NKE

3021 - Rubber and Plastics Footwear
Footwear

Consumer Cyclical

05/31

Powere d By ED‘GA;Rbn]ine

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

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


http://www.edgar-online.com

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

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the SecuritieshBnge Act of 1934

Date of Report (Date of earliest event reported): March 17, 201(
NIKE, Inc.
(Exact name of registrant as specified in cha
OREGON 1-10635 93-0584541
(State or other jurisdiction (Commission (IRS Employer
of incorporation’ File Number) Identification No.)

ONE BOWERMAN DRIVE

BEAVERTON, OR 9700:-6453
(Address of principal executive office (Zip Code)
Registrant’s telephone number, including area code: (503)67:-6453
NO CHANGE

(Former name or former address, if changed sirstaédport.)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the {liobligation of the registrant under any of
the following provisions:

O Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.4:
O Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
O Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))

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




Item 2.02 Results of Operations and Financial Contlbn

On March 17, 2011, NIKE, Inc. held a public telepbaall to discuss its financial results for trexél quarter ended February 28, 2011. The
transcript of the conference call is furnished hétte as Exhibit 99.1.

Item 9.01 Financial Statements and Exhibits

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

99.1 Transcript of earnings release acemiee call on March 17, 2011.
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FY 2011 Q3 Earnings Release Conference Call Transpt
March 17, 2011

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

PRESENTATION

Operator : Good afternoon, everyone. Welcome to NIKE'sdi®011 third quarter conference call. For thoke weed to reference today's
press release, you'll find it at www.nikebiz.conealding today's call is Kelley Hall, Senior Directdrinvestor Relations.

Before | turn the call over to Ms. Hall, let me ri@chyou that participants on this call will makevi@rd-looking statements based on current
expectations, and those statements are subjeettaircrisks and uncertainties that could causgsacesults to differ materially. These risks
and uncertainties are detailed in the reports fi¥étl the SEC, including Forms 8-K, 10-K, and 10-Q.

Some forward-looking statements concern futurersrdeat are not necessarily indicative of changésetal revenues for subsequent periods,
due to mix of futures and at-once orders, exchaagefluctuations, order cancellations, and disteumhich may vary significantly from
quarter-to-quarter. In addition, it is importantrénember a significant portion of NIKE, Inc.'s Imess, including equipment, NIKE Golf,
Cole Haan, Converse, Hurley, and Umbro, are ndudted in these future numbers.

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

Participants may also make references to otherpudotie financial and statistical information andnr@AAP financial measures. Discussion
of non-public financial and statistical informatjand presentations of comparable GAAP measureg@attitative reconciliations can be
found at NIKE's website, www.nikebiz.com.

Now | would like to turn the call over to Kelley HigSenior Director of Investor Relatior
Kelley Hall, Sr. Director, Investor Relations: Thank you, operator. Hello, everyone, and thankfgoyoining us today to discuss NIKE's

fiscal 2011 third quarter results. As the operatdicated, participants on today's call may diseuwsGAAP financial measures. You will
find the appropriate reconciliations in our preslease, which was issued about an hour ago, aout atebsite -- nikebiz.com.

Joining us on today's call will be NIKE, Inc.'s CE®@ark Parker; followed by Charlie Denson, Prestdsrthe NIKE Brand; and finally, you
will hear from our Chief Financial Officer, Don Blawho will give you an in-depth review of our &incial results.

Following their prepared remarks, we will take yoguestions. We would like to allow as many of yowask questions as possible in our
allotted time. So, we would appreciate you limityaur initial questions to two. In the event yowéadditional questions that are not cow
by others, please feel free to re-queue and wedeitbur best to come back to you. Thanks for yamperation on this.

I'll now turn the call over to NIKE, Inc. Presideartd CEO, Mark Parker.

Mark Parker, President & Chief Executive Officer, NIKE, Inc.: Thanks, Kelley. Hello, everybody. Before we gebitdday's results, |
think it's important to acknowledge the incrediblallenges going on in Japan. Like many of yowgvehgood friends there, and NIKE has
many teammates who are dealing with this devagtatent. If you knew nothing of the Japanese peloglere last week, they've certainly
shown what the term "grace under pressure" readigims.

Thankfully, all of our employees are accounteddiod safe, and we're working with relief agencieassist however we can. | know | speak
for everyone on this end of the call when | saytboughts and prayers are with the Japanese people.

Okay, coming back to the business at hand andufmpe of this call, I'll start by reminding youatteverything we do at NIKE is based



delivering long-term sustainable growth. At the satime, we're focused on delivering value to oarsholders in the near-term. This is the
balance you've come to expect from NIKE, and itagrs our commitment going forward. We strike thadalmce by leveraging our significant
competitive advantages. And chief among them areothentic, emotional connections with consumiarsyvative product and retail
experiences that lead the industry; and a stromd=NInc. portfolio that gives us tremendous oppeitias for growth and significant levers to
drive profitability.

These strengths are behind the solid performancgelivered in Q3 -- NIKE, Inc. revenue was up 7%@s$ margins at 45.8% were down,
reflecting expected cost pressures. But despitgrihes margin pressure, diluted EPS at $1.08 veasttbngest performance of any Q3 in our
history. | feel good about our Q3 results and IWmvee have the potential to do even better. Spedificconsumer demand for our products
and brands is extraordinary. And we'll work everdeato fulfill that demand. That's one reasondwrconfident about our many opportuni
going forward.

As | look ahead, I'm confident about our abilitycmmpete and win in today's changing global econemgnfident and cautious. Many
economies are seeing a vigorous return to growtyiscally China, Brazil and other developing ctrigs. Other countries like Japan, Spain,
Italy, and Greece are taking longer to regain mdoaranOur largest market, the U.S., is somewheteetween. And while the relationship
between economic growth and consumer confidendeeistirely predictable, it's clear that consunrersain under pressure from high
unemployment and emerging inflation.

More immediate in nearly every economy worldwidéhis topic of rising input costs. Higher costs ffmaterials, labor, and freight are here --
as predicted -- and are evident in our Q3 mar@Wisile no one has a crystal ball, we do know thghhkt costs will continue to affect our
profitability in the near-term. We also know we argquely positioned to leverage our strengthachiding scale, operational capabilities,
and pricing power -- to help mitigate those costgdmd our control.

Over the longer-term, | expect cost factors wilhttoue to ebb and flow, albeit at different spedsnsumer-driven companies with strong
brands and compelling products will be in the Ipestition to maintain their margins. And disciplineampanies who are lean and focused in
how they use their resources -- and who are aggedgseeking new ways to grow -- will prosper. Beavho don't -- won't. In that sense, the
roadmap for success in the future is no differkantit's always been, even as macroeconomic fetaés

And while the headwinds we face are the same fery@ne, the competitive advantages we have areatoms -- unique to the NIKE, Inc.
portfolio. Nobody knows sports and athletes batian NIKE. We optimize how we design and developmoducts; how we price them,
given current market conditions; and how we prefieggr to the consumer. And we do that more effebtithan anybody else in our indust

We're leveraging success with our new store and@eixperiences by working closely with our refeattners to set the standard for brand
presentation, reaching millions of consumers aadgfiorming the marketplace. We're using our sizksaale to leverage our supply chain
negotiate costs to help maintain profitability latlenging environments.

We have the financial strength and the operatidisgipline to allocate resources to drive growtll arvest in the future. And we leverage
these strengths across a family of brands thateminrs with consumers, expand markets, and buitd t and that trust has never been more
important than it is today. Finally, | can't sayoagh about our management team, which is the békeibusiness -- as we say, we're on the
offense, always.

These are the competitive advantages we use tmiaptihe business -- connecting with the consumerienovating to generate top line
growth, leveraging our operational strengths amgwating to generate bottom line growth -- all desthe power of the NIKE, Inc. portfolio.

| also want to be clear that my focus will alwag8 first on innovation. | see amazing potential RIKE, Inc. and our industry. | look at
digital technology and how it's expanding spod massive opportunity there. And then there's Landeéhe London Olympics in 2012 and
beyond in Rio; the impact of franchises like Lurfarp Combat, the Hurley Board Short, and Chuck dragnd amazing new experiences at
retail -- these are just a few of the big ideas #mimate this Company, excite consumers, andriaspe personally.

Whatever may be unknown in the global economy, ganube absolutely certain that we'll continue test in our single biggest competitive
advantage -- our fixation on innovation that betsefonsumers and shareholders. That's good for NiikEit's good for our industry.

With that, here's Charlie to take you through thKEBrand.

Charlie Denson, President, NIKE Brand:Thanks, Mark. Good afternoon, everybody. Well, @&dnstrates the strength and success of the
NIKE Brand's growth strateg

Constant dollar revenues grew 9%, with growth iarg\geography except for Japan. We grew every boardkey categories, with five of
those categories growing at double-digit rates. DQitgct to Consumer business delivered strong cstoge growth in both factory and inline
stores, and another quarter of double-digit grosvitine. Constant dollar futures are up 9%.

As always, we're focused on managing the busimessuttainable, long-term profitability. For thek Brand, that means staying laser-
focused on innovation -- first at the product anahld level to drive top-line growth, and also dniyiinnovation and discipline into how we
run the business.

Let's start with product. We have a long historgefivering new and innovative product for the atbl And the product in the marketplace
today is some of the best we've ever created. Tdreréwo very powerful words in our business --KHIlaunch." And we had some good
ones in Q3. I'll highlight a few



In Basketball, we launched our second edition efltaBron 8, the Zoom Kobe VI, the Zoom KD III, atie Air Jordan 2011. And by the
way, the Black Mamba movie, featuring Kobe and Kakiyest, has generated millions of YouTube viewsrasof the most talked about
digital shorts in the industry this year. Lots akegy around basketball.

In Football, we launched new kits for the Frenclotball Federation at the France-Brazil Friendlfebruary. They're the lightest, fastest and
most sustainable kits in that team's history.

In Men's and Women's Training -- five incrediblemidIKE Free shoes, four of them NIKE plus-enablednrother great example of taking a
category-specific technology and broadening itslieda new consumers.

And finally, in Running -- we introduced our awandaning GPS Running watch at the Consumer Eleatsoshow. Tremendous buzz around
that as we head for the retail launch in just a $bert weeks.

These are all breakthrough products that offer enperformance. They are resonating with consunaers they play a significant role in
creating the brand strength that is so criticdllidE's leadership position in the industry.

As you know, innovation at NIKE is not just aboub@uct --it drives how we run every part of the businessd A's especially valuable in t
current global economy. As we look at conditiorsusad the world, growth is indeed uneven; yet wévdetd a solid Q3 in both developed
and developing markets.

Today I'll highlight two of our geographies, theotwmarkets that will be bellwethers for us over tiegt several quarters, and central to our
long-term success, North America and China. Nortiefica continues to see incredible brand strengith,revenue up 9% in the quarter and
up 10% year-to-date.

| see two things at work here. First, there's &geasumer desire for amazing products and expeggfrom the brands that consumers trust,
and NIKE is delivering both. We continue to trangfiche marketplace with new retail experiences. @w NIKE Brand and category stores
are performing above early expectations. Our exagsiwith Dick's, Footlocker and Finish Line, aedging NIKE and our partners deliver
great and strong results. And there are more ow#ye

The second thing happening in North America --rimttjust in North America -- is the never-endinglaompelling passion for sports,
competition and fitness. Our Brand is always asgediwith the greatest "moments in sports" arobednorld. It's that presence, combined
with our unique connection to youth culture, thatkes NIKE such a powerful global brand.

And then there's China -- the big story in Chinthiscontinued growth we see in revenue, EBIT amdres. And these are increases off of a
very large base. It demonstrates the potentialev@lked about in the Chinese marketplace for tiENBrand. In fact, it's useful to recall o
approach to the Beijing Olympics -- that we wereufged on the long-term Brand position and strerggitl,not just the event itself.

And now we're seeing that investment and approtatirgy to pay off. Our business and Brand contittuitourish with the Chinese
consumer. We're seeing genuine separation fronsaupetition, both globally and locally. And our Erés continue to come in at a double-
digit rate. We're well positioned on all frontBrand strength, product innovation, and retail eiqmees -- and on track to double that
business by FY15. | remain very bullish on our ptisd in China.

That isn't to say that we don't face challengeblénbusiness. We're still working to meet surgiegiend for our products, and the rising input
costs we've been anticipating certainly have agriBut we believe we're well positioned to meesthohallenges. Mark highlighted many of

the strengths that the NIKE portfolio offers. Gofiogward, we'll continue to focus on leveraging puoduct innovation, and the strength and
the scale of the NIKE brand to help mitigate th@act of higher input costs.

In addition to a number of ongoing supply chaitiatives, you'll see us increase prices for mangusfproducts to help offset some of the
downward pressure on gross margins. Over the cos@agons, we'll approach these pricing actionssiple-by-style, market-by-market
basis. And we'll do what's right for both our néamm financial health as well as our long-term gitoand competitiveness.

One last topic -- and that's inventory, which hasagn significantly, but only in comparison to lag®tar's historically low levels. | feel we are
well positioned to capitalize on our Brand strengtid expect ongoing demand to spur some growthiiiroverall inventories going forward,
but it should level out over time. As we've demaatstd in the past, overall profitability and a tleglmarketplace are central to how we
manage inventory, and we'll continue to evaluavetih both discipline and opportunity in mind.

And finally -- just because we're extremely disiciptl, doesn't mean we're going to hold our bre&fll continue to invest in the power of
the Brand and the innovative products that setiets, inspire consumers, and drive our growtlat$twhat we always promise -- and what
we intend to deliver.

Now here's Don to take you through the financi

Don Blair, VP & Chief Financial Officer: Thanks, Charlie. On our last call, we outlined ¢hkey themes that are currently shaping our
financial outlook.

First -- that our business strategies are workinpé marketplace, laying a strong foundation éduife revenue growth;



Second -that we expect to face Gross Margin headwinds thighrest of our industry, but we're in the bedifian to mitigate their impact c
profitability;

And third -- that we'll continue to invest in oundiness for the long-term and deliver strong retwonour shareholders.
Our results so far this year and our future expieeta reinforce these themes. So let's take eaehiromurn --

The first and most important is our confidence um business strategies and our ability to exedwnt Our year-to-date revenue growth, the
continued strength of Futures, and the succesg legijoyed by our retailers, prove that our straegire working. We continue to connect
with our consumers, deliver industry-leading pradanovation, and create compelling retail concéptstore and online. That's true across
the Brands, categories, markets and products thké mp the NIKE, Inc. portfolio.

Particularly while world economies are in varioteges of recovery and consumer confidence remeagdld, the ability to connect with
consumers around the globe is an extraordinary etitiye advantage. And we've only begun to redlmepotential of our portfolio -- our
pipeline of product innovation remains robust; Buands still have vast untapped potential; and avglst started to extend new category
retail concepts around the world. We're confidaat Bis we execute these strategies more broadlgiemmly, we'll generate strong revenue
growth for years to come.

The second theme shaping our financial outloolos mflation. As we expected, in Q3, we begane® the impact of rising input costs such
as oil, cotton and labor. We also continue to elgpee higher than normal levels of air freight teentremendous consumer demand for
products such as NIKE Free, Lunar and NIKE Pro.a¥gect these headwinds will continue through mb§tyd 2.

As Mark and Charlie both noted, we have a numb¢oast to mitigate the impact of these headwinkde;most significant are leveraging our
supply chain and raising prices. On the supply,siggll continue to manage inventories carefullpjles working with our suppliers to
increase capacity and reduce cost.

While inventory for Q3 grew significantly to suppstrong demand, we continue to experience capabitytages for some technical prodc
However, as a result of the work we've done to clidate our supplier base, our factory partnersetthe financial and operational ability to
build capacity and reduce product costs. To addhessurrent shortages, our suppliers have addedawwear and apparel production lines
over the last nine months, and have committedgioifiéant additional capacity expansion throughtlest fiscal year.

On the pricing side, we intend to raise prices s&@wide range of Footwear and Apparel style€lp imitigate the overall impact of higher
input costs. In the past, we've taken a fairly Eaigapproach to pricing. Beginning in Spring 20&2/1l take more significant price increases
across a broader range of styles. As always, egg#ifully consider each pricing action to maintaicompetitive consumer value proposition.

The final theme isn't new; it's actually the foutiola of our financial management philosophy. We aggnour business to create long-term
value for shareholders. That requires that we inwefiture growth and deliver strong financial fmemance in the near-term. We're confident
in our business strategies; they're working wethim marketplace and we'll continue to invest Entheven in the face of profit headwinds. At
the same time, we'll pull the levers in our bussnemdel to continue to deliver profitable growttttie near-term.

With that context, let me review the highlightsoafr third quarter results --

NIKE, Inc. reported Revenue increased 7%, as cay-neutral revenues increased 8%. NIKE Brand Revegtes 9% on a constant
currency basis, somewhat lower than the Futuresthrae reported last quarter, due primarily to low#-price sales and modestly higher
cancellation rates versus an unusually low rateylear. Revenues for our Other Brands grew 1%pabléd digit growth at Converse and Cole
Haan was largely offset by lower revenues at Unama NIKE Golf, which both faced difficult prior-yeaomparisons.

NIKE Brand Futures Orders scheduled for deliveonfriMarch through July increased 9% on a curr-neutral basis, reflecting growth for
the Summer and Fall seasons. This was despiteeolgally comparisons to last year's World Cup, padity in the Emerging Markets and
both European geographies. On a real-dollar basig€stimate Futures Orders will be 11% higher tharprior year.

Third quarter Gross Margin declined 110 basis powetrsus FY10, due primarily to higher product aimdreight costs, and lower license
revenues. These factors were partially offset higher mix of full-price sales, product cost redastinitiatives, and strong growth in our
Direct to Consumer business.

Diluted Earnings per Share grew 7% to $1.08, as 8GX&erage and a slightly lower share count offeetdecline in gross margin and a
slightly higher tax rate. Free Cash Flow from Ofierss for the first three quarters of FY11 was $6&8ion, and we've raised our trailing 12-
month ROIC 200 basis points to 21.2%.

Inventory at quarter-end was 18% above unusuallyléwels last year, driven by higher demand, growtreplenishment programs for high-
turnover styles, and prauilds to maximize the productivity of factory cafg. We're comfortable with our inventories, aswth is driven by
in-line product and close-outs are actually a senglercentage of total inventory than last yearil®lie expect inventory levels to grow
faster than revenue for the first half of fiscall20we expect inventory and revenue growth to cbauk into line as new factory capacity
comes on stream.

Rather than reiterate information you already héiaegoing to focus my discussion of segment pengomce on the key points. We'll be ha
to address any detail not covered here in the Q&A.



For the quarter -- Revenue in North America incegla®% on a currency-neutral basis, as all categeneept Sportswear grew versus the
prior year, led by doubldigit growth in Running, Men's and Women's Trainiagd Football. Futures increased 11%, reflectirogvth acros:
all categories.

Direct to Consumer sales increased 20% for thetguas comp sales in NIKE-owned stores increa88tl dnd online sales increased 28%.

Apparel revenues grew 18%, driven by new categoegentations at NIKE-owned retail stores and atiless such as Foot Locker, Finish
Line and Dick's. Footwear revenues increased 7¥glby strong demand for Lunar and NIKE Free Rogrproducts as well as Men's
Training models.

EBIT for North America grew 5%, as revenue growt &PEX leverage were partially offset by lowerggonargins and higher demand
creation.

In Western Europe, Q3 Revenue grew 6% on a curraaayral basis, reflecting broad-based growth acnesrly every dimension territory,
category, and product. On a reported basis, WeErope Revenues declined by 2% and EBIT fell 188marily due to unfavorable
Foreign Exchange.

Growth in Central and Eastern Europe continuectelerate in Q3, as Revenue grew 11% on a curreeatral basis, driven by double digit
growth in Russia, Turkey and Poland. From a cateperspective, Running and Football powered thetroEBIT for CEE increased 24%,
fueled by higher revenues and SG&A leverage, whdhne than offset lower gross margins and unfaver&breign Exchange.

In Greater China, third quarter Revenues incred88¢l on a currency-neutral basis, driven by expangwints of distribution and double-
digit growth in Sportswear, Running, Men's Trainangd Action Sports. Currency-neutral Futures grééb lincluding double-digit growth
across most key categories. EBIT for Greater Cogeased 21%, driven by higher revenues and gnasgins.

During the quarter, we also opened our China LagisEenter, one of the largest, most sophisticateimost sustainable facilities of its kind
in China. While commissioning costs will reducegganargins in China for the next few quarters, weeet this facility to deliver both
financial and commercial benefits for FY12 and b&j.o

Our Emerging Markets geography continues to delivmgressive results, with third quarter Revenued s on a currency-neutral basis.
Every category and every territory, except Southcaf posted higher revenues, with Mexico, Argesatimd Korea driving the largest shari
the growth. Currency-neutral Futures were up 18%gllacategories grew except Football, which reéddifficult comparisons to the World
Cup.

EBIT for the Emerging Markets increased 36%, drilsgrstrong revenue and margin growth, as well a&/&S@&verage and favorable FX.

In Japan, third quarter results continued to bdlemging, as Revenue declined 16% on a currencyraidoasis, while EBIT fell 23%. Japan
was obviously a challenging business environmeendefore the catastrophic events of last week. wmite our organization and assets in
Japan have not been significantly affected, thdigations of widespread damage to the nation'asifucture, consumer confidence, and
overall economy remain unclear. It's too earlyuityfassess the financial impact of these ongoirents on our business -- and we have not
done so in our guidance -- but we do anticipatectingll be a negative impact on our revenues anfitgrfor this geography.

Third quarter Revenue for our Other Businesse®asad 1% on a reported and currency-neutral vafiscting double-digit growth at Cole
Haan and Converse, offset by sales declines at N\BKE due to shifts in the timing of product latnes, and Umbro, which faced
comparisons to strong World Cup sales last yealTHE® the Other Businesses decreased 19%, as loparating margins reflected
unfavorable product mix and SG&A deleverage.

As we look to the next few quarters, we expectiomed strength in consumer demand as well as iifiyémg gross margin pressure from
input cost inflation and from air freight. As a uétof favorable hedges in the first half of FYtpss margins will also face an FX headwind
in the first half of FY12. Specifically, for thedoth quarter of FY11, we expect reported Revenwgaav at a high single-digit rate as NIKE
Brand Futures growth is partially offset by lowémoace and off-price sales.

We expect Gross Margin for the fourth quarter t@bkeast 300 basis points below last year's re¢@rd%, as the downward pressure from
input costs continues to intensify, and we dorfteex to see the benefits of pricing actions uatié in FY12. For the full year FY11, we
continue to expect Gross Margin will be at leasb&8is points below the prior year.

As we anniversary investments in last year's WGHg, we anticipate Demand Creation for Q4 will decht a mid-to-high-single-digit rate,
yielding mic-single digit growth for the full year. Fourth qtewr Operating Overhead should grow at a low-simliggt rate, reflecting ongoing
investment in our Direct to Consumer businessebtly leverage in our core operating costs. Fofuligear, we continue to expect
Operating Overhead will grow at a mid-single-digite, delivering operating margin leverage.

We expect Other Income and Expense for Q4 willnsgificant, and the Effective Tax Rate for thi fiear should be roughly in line with
our year-to-date rate.

Although we haven't yet completed our planningF¥i12, we can provide some of our initial thinkiMye expect to see full-year revenue
growth at or slightly above our high-single-digitget range, as strong consumer demand contindesesee the benefit of higher prices
concentrated in the back half of the year. Howeligiher input and air freight costs, as well ash&adwinds, will continue to drive gross
margins lower on a ye-over-year basis. We expect this downward pressure agsgnargin to more than offset continued SG&A leger



As we develop our plans for the coming year, wetlvide more visibility to our FY12 expectationsavhwe report our year-end results.

I'd like to close by returning to Mark's openingtight today -- We're focused on sustainable, @iolit growth and we're confident that our
current strategies will deliver on that commitmeXit.global companies operate in a constantly clagpgnvironment, and we've
demonstrated our ability to effectively manage lousiness under a variety of conditions. We'll comgi to leverage the power of our portfolio
to drive revenue growth and profitability, mitigatek, and most importantly, create value for duargholders.

We're now ready to take your questions.

QUESTION AND ANSWER SECTION

Operator : (Operator Instructions). Kate McShane, Citigrou

<Q - Kate McShane>lf | could just focus on inventories for a secohdionder if you could break down the inventory gtbwn units versu
price. And if there are any particular geographigsere you're seeing the biggest inventory build?

<A — Mark Parker>: Well, first of all, most of the growth is unitstiabugh there is some price increase in there ds hggn't actually have
a split on that right now. But what | would sayniken you look at this from a geographic standpaire,two largest drivers of the growth are
North America and China, which is what you'd exp&tiose are two pieces of geography where the Baaddhe business is very stro

And we've made some very specific decisions totijpmsourselves for growth in some very profitabédegories.

One other thing I'd point out is this really is an@ normalized level of inventory. Last year was ofithe lowest we've seen. And this year's
inventory levels, actually only the third-highegttffuary in the last seven years. So this is reabiye of a normalized inventory level.

<A — Charlie Denson>: I'll add just a little bit more commentary on thiathink part of the Footwear growth is driven &ypretty good

increase on in-transit. That's just in preparatibtrying to chase some of the demand that we"es b@lking about. And then in Apparel, as
Don talked about a little bit, North America regtlsimarily is driving the apparel increase, whishwihere we have the strongest increase on &
yearon-year basis in sales. So, back to some of thex@antary | had in the prepared remarks, | mearstiNdeel pretty comfortable about
where we are.

<Q — Kate McShane>: Okay. Great. Thank you. And of the capacity tkatoming online over the next 12 months, at wiitpdo you
think the capacity being added will start to, | gsietip the scales in terms of offsetting soménefibflationary pressure?

<A — Mark Parker>: Well, | think we're going to see air freight bedarease in the very back half of FY12. So we tHmkSpring and
Summer, we're going to start to see a differerdrzd in supply and demand, which will certainlyetakbome of the pressure off gross margins.

<Q - Kate McShane>: Okay. Thank you very much.
<A — Kelley Hall>: Operator, next call, please.
Operator : Robert Drbul, Barclays Capital.

<Q - Robert Drbul>: The first question | always like to ask is whauyook at the Future's stream, was it consistewuighout the next
order period? Or did you see a major deviation fthenfirst half of the period to the second?

<A — Mark Parker>: It's a little bit stronger in the back half, ahét would make sense because the World Cup ovisriapre in the front
of that window.

<Q — Robert Drbul>: Great. And then the second question that | heywetien you look closely at the North America basg) the Footwei
growth versus the Apparel growth, is that impactngr gross margin, all the mix piece of it? Andemhwe look at the growth of those two
segments, should we expect Footwear to contingeow at a slower rate than Apparel?

<A - Charlie Denson>:Yes, Bob, this is Charlie. | would say yes on bqtiestions. | think the mix has a big effect onltwegth America
gross margin, as Don pointed out in some of thparedd remarks. And right now, we've got a veryyvebust growth curve going in Appa
that we feel pretty good about, as a sustainaleleepdf the business. That being said, we still feetty good about our Footwear business as
well.

<Q — Robert Drbul>: And on the Footwear -- and Kelley, I'll turn if after this -- but on the Footwear side of it,evhyou look at the
competitive set, do you still feel comfortable wyitbur marketshare position? Are you gaining orrigshare in the North America Footwear
market, based on these numbers?

<A — Mark Parker>: | think we're still gaining a little bit. | think's category-by-category. | think we still feadry good about our Running
business. We still feel very, very good about oasietball business. Men's and Women's Trainingnsireg online and Action Sports still
doing very well. So, overall, | think you have tebhk it down catego-by-category, but on an overall basis, | still feel fident that we hav



the ability to gain share.

<Q - Robert Drbul >; Thank you very much.
<A — Kelley Hall>: Great. Next question, please.
Operator : Chris Svezia, Susquehanna Financial Group.

<Q - Chris Svezia>:So, just, | guess, first, my question is, when lamk at the capacity that's going to be comingawgtr the next nine
months, | guess instead of thinking about the aypdty to reduce air freight, maybe just talk abatiat the, | guess, cost per unit or the cost
structure of this new capacity as it comes on -atwhmeans to you guys as you look at your ovdnadliness. Is it actually lower? Is that fair
to say?

<A - Charlie Denson>:Well, first of all, we have a pretty strict setsténdards around when we bring up a factory, imsesf quality and
consistency with our code of conduct and so onv&avould expect this factory capacity certainipcosteompetitive. As we bring on ne
factories, in some cases, we do bring in some pfean practices. Some of these factories, for g@nare conversions from other brands
| would say overall, competitive, not materiallffdrent from the existing sourcing base.

<A — Mark Parker>: Let me add too -- this is Mark -- that much of therease in capacity is actually adding lines tisting factories, as
opposed to just opening new factories. And thapeeially important in those factories creatinggheduct that's in the highest demangiou
know, Lunar and Free and some of the other prodhatsare -- some of those items that are in sjpedlif high demand. So there's a lot of
additional lines being added to current factories.

<Q - Chris Svezia>: Okay. And then just on -- I'm just curious, asliyays think about the inventory piece -- and hkhDon just made a
comment about as you look for the -- | guess asgminto Spring of fiscal year '12, you're not exfjieg that much at once or atonce to be
down. I'm just curious as to why that would be egiyl guess, the strength in the business and gieefact you're air freighting so much
product. If you have the inventory, why not moreate? Just curious.

<A — Mark Parker>: | think you might be referring Don's comment was more on the closeout piece wheareloseouts as a percent of t
inventory are down. I'm not sure -- we have to gokband see exactly what he said.

<A - Don Blair>: Well, | think, first of all, Charlie is right. Thmajor driver here is going to be less off pricejahhwe think is good thing.
That's obviously a cleaner marketplace.

The other thing is we are very committed to thauFeg model and believe that a whole marketplatieeisight way to run the business for
maximum margin and capital efficiencies. So, maldnge that we continue to focus on strong Futuneiskeep the at-once business focused
on this quick-turning styles, that's the way wekhis the best way to run the business.

<Q - Chris Svezia>: Fair enough. Thanks. Take care.
<A — Kelley Hall>: Great. Next question, please?
Operator : Michelle Tan, Goldman Sachs

<Q - Michelle Tan>: | was wondering if you guys could help us underdtthe magnitude of the air freight pressure \&etise product cost
pressure that you're seeing within the gross margw?

<A — Don Blair>: Yes, for the third quarter, we were down 110 $asints. It was about 100 basis points or so erirthut costs; about 40,
50 basis points on air freight. So those of yoingdhe math, we obviously are offsetting some af thith a lot of the cost initiatives we've
had in place for quite some time. We continue teedthat and we've also had some benefit from Di@€onsumer. So, more than all of the
gross margin decline actually came from input casts air freight.

<A — Charlie Denson>:And most of that is on the materials side. Thedatgercentage of that decrease in the pressuiresndigher input
cost raw materials.

<Q — Michelle Tan>: Got it. And when you look at fourth quarter ahd B0O basis points you're expecting, is the mithefpressure
roughly similar in those items? Or is one of thertensifying dramatically relative to the other?

<A - Don Blair>: Well, the input costs are definitely increasinghe fourth quarter. And one of the things we alsoke about is our China
distribution center, which we just commissioned. Wejot some commissioning costs, which we comiglebepected, but that also is one of
the drivers in fourth quarter. But it's basicallgterials costs.

<Q — Michelle Tan>: Okay. Understood. And then as far as the timintp@ pricing increases, | know you're looking airmbroad-based
ones for 2012, but | guess, any sense of how ghgdarammediately you kind of step it up to mitigathe product cost piece of this gross
margin pressure? Like is it kind of a step up ayeia the first half that's meaningful? Or is it mas we move through fiscal '12?

<A - Charlie Denson>:Yes, | think-- this is Charlie. We have been increasing pricesiaflirategically and mark-to-market, styl-by-style,



even in Fall and as we move into holiday. What evgferring to is more of a across-the-board irsrda make sure we maintain price value
relationship across the entire product line as wearinto 2012. And that's where you'll see that,rttore significant impact on the overall
P&L.

<Q - Michelle Tan>: Right. And does that start in Q1? Or is that manel of rolling impact in terms of the magnitude the year?

<A - Charlie Denson>:The bigger magnitude comes in the second half, whic

<A — Mark Parker>: Of the fiscal year.

<A - Charlie Denson>:-- of the fiscal year. First half of the calendaay -- as we move into the Spring and Summer ssason

<Q - Michelle Tan>: Got it. Thank you.

<A — Kelley Hall>: Operator, next call, please.

Operator: Robert Ohmes, Bank of America.

<Q — Robert Ohmes>: A couple of quick follow-ups. | was hoping youutth elaborate a little more on the timing and teedfits from the
new China DC. Is it supportive to your gross mamgnyou get further out? Is it a way to acceleyata topline growth over there? Maybe

more help on where the benefit is and sort of wliersee it from that investment.

And then just a follow-up question would just béf you look at the US business and you see alghéat momentum in Running, is
Basketball momentum as strong as you would havegtt® Just your view on that would be great as.Walanks.

<A - Don Blair>: Robbie, with respect to the China distribution egnthis is really a short-term commissioning atadtap type of impact.
We do expect to see some improvement in the bdtlotthe year. And then in the long run, what w@erienced with our distribution cent
in Laakdal, it's both. It really is a competitivévantage to have the capability to deliver agdastches and Footwear, Apparel and
equipment together.

And also, it's one of the things that, over a nundigzears, you continuously improve productivitytlee facility and drive improved gross
margins. So we do believe that will fairly quickde a real asset financially and commercially.

<A — Charlie Denson>:And Robert, this is Charlie. Could you repeat thesjion regarding the running piece?

<Q — Robert Ohmes>: Yes, | was just curious if the -- | mean, the Rimg momentum, you called out a lot of the great Reinning styles
that are doing, obviously, amazing right now in tiokmerica. | was just curious if the tone of y@asketball business is as good as you
thought it would have been. Because | forgot, betchll you guys, | think, mentioning Basketballybha a little bit more in the call last
quarter.

<A — Mark Parker>: You know, actually, the momentum of Basketbali baen great, especially on the NIKE side; wheyeadook at the
Q3 numbers, Jordan only had one big launch. Weioread it -- the new Air Jordan. And so that numteerthe quarter was down -- it wasn't
down, it was actually up but on a lower rate. Bigt NIKE Basketball number was up solid-double-dig8o, we still feel very good about our
Basketball positioning and the excitement thatiagon in that space right now.

<Q — Robert Ohmes>: Great. Thanks very much.

<A — Kelley Hall>: Next question, please.

Operator:  Eric Alexander, Stifel Nicolaus.

<Q - Eric Alexander>: In for Jim Duffy. | just had a question relatedamd the capacity and inventory. To what extent oo guys think

that the restructuring over the past couple of ybais influenced your ability to deliver to demaaditively, and any challenges that you may

have faced?

And then as far as your state of inventories inctiennel, do you guys feel pretty good about tios®ur major markets, as far as wholesale
and DTC?

<A — Charlie Denson>:Well, with respect to the capacity consolidatioattive --or the factory consolidations we did over the iesir or so
we absolutely believe that's one of the reasonswaéise going to be able to support the businessgg@irward.

The factories that we divested were factorieswet less efficient and really weren't the ones¢bald produce the product that we're
working to supply right now. So, by consolidatingr dactory base, we consolidated with the mostffit, highest-quality producers that
have the financial and operational capability tovgmwith us, and produce the kind of product thatpuein the marketplace.

<A - Don Blair>: You know, | will add too that the broader restrutg that we went through around the category fdmssactually really
helped us drive a more robust topline. And we'edlyeseeing that actually click into gear. Somehaf demand that we're chasing right nov
| said, was more around a number of really keyest@nd concepts where the demand greatly excegdadar expectations. So we've bi



chasing those. But overall, we feel very good alhere we've netted out on the restructuring.
<A — Charlie Denson>:And then the second part of the question was arahadnel inventory? Was that --?

<Q - Eric Alexander>: Yes. Yes, that's correct -- in your major markbtsy you guys feel about that. | know your invergsrare up 18%,
and you guys feel like that's coming off a low bgsar-over-year; but how do you guys feel aboutttghareally speaking more to the
mitigation of air freight and trying to just kind frame that out some.

<A — Charlie Denson>:Well, I'll call out a couple specifics in the USmkan, across the different channels of distrilmtiee feel pretty

good. As | mentioned, the two bigger drivers initheentory numbers were in transit, which agairkim of coming into a strong

Summer/Fall period. And then the Apparel, wheraeveéry robust here in the United States on ourai@lbusiness. And that goes across all
the channels -- sporting goods, athletic, specidipartment store, et cetera.

We've -- | made the comment in the prepared remarkean, one of the things that we watch veryywbosely is the overall health of the
marketplace. | think it's one of the things thapbkaus support both the Futures program and theinggross margin management that we
look at on a quarter-to-quarter basis. So, we nastto keep a very, very close eye on all of thatirad the world. And as we continue to
invest in our systems, both at the partnershipl land the DTC level, it's giving us more and maam$parency into those inventories and our
ability to manage them.

<Q - Eric Alexander>: Okay. That's very helpful. And then last questiefobe I'll turn it over, I'll give it a shot. | kmo Summer Olympics,
you guys historically used that as a platform tmtzh new innovations. Is it too soon to discuss@afrthrose that you guys kind of have in
pipeline or anything of that sort? I'll give it hat again, so.

<A — Mark Parker>: That's a big tease. (laughter) Don't expect usvi® id on that one, but it is a bit early. | wib@ut and just say | think
some of the most exciting new performance prodwetse seen in the history of NIKE certainly is mretpipeline, and getting ready for that
massively important global event.

And you're right -- these are the events that Wg beehind. They're sort of moments in time thateesene together and show our best work.
And I'm very close to the product engine here atHland | can truly say that some of the most exgiproduct that we have ever had is
currently in the works and getting ready to comemimetime for the Summer Olympics in London.

So we'll be doing some fairly major events herthancoming 12 months to really highlight much ddtttBut it's a bit premature to really let
some of those cats out of the bag right now.

<Q - Eric Alexander>: Understandable. | do appreciate it and good lugckénquarter. Appreciate it.
<A — Kelley Hall>; Next question, please.
Operator: Michael Binetti, UBS.

<Q — Michael Binetti>: A quick question for you on -- and | have a quickdw-up after this but -- it sounds like pricinggoing to be the
main approach to offsetting a lot of the gross rimegAnd with 300 basis points of pressure in tBetmuarter, I'm just curious if there was --
was there any reason not to get a little more aggre on price earlier? Or even is there any fiéiilon it at this point, that could be a way
that we might be able to have -- if we do see privaybe rise in the retail channel, maybe we cgatd little more optimistic on the May
quarter even from here?

<A — Charlie Denson>:Yes. | think -- this is Charlie -- | think -- | meawe obviously, with the large piece of the busgibeing done on the
Future's program, and those prices are alreadtbitkand guaranteed, we don't have a lot of flitthere. We do have the opportunity to
some degree to see some pricing in our own Dice€dnsumer channels.

It's still not as material enough to offset soméhef pressures that we're seen coming in. So, wé ske a lot of -- a significant impact short-
term. But | would say, to the earlier point, prigiis not the only lever we have. We certainly amtinuing to work our supply chain. And
that's something that we've seen benefits histtyrid&e saw benefits in Q3 and we expect to seeithBY12. And we also have a pattern
over the last several years of driving for leverageur SG&A.

So we're going to pull all of the levers and, asalveays do, really aim at long-term profitabilind | think if you listen to what we talked
about on the guidance, that's really an overall P&idel, not just on the pricing front.

<Q - Michael Binetti>: Okay. And then you know, | don't know -- just a sfi@n -- you usually get the front half versus tiaek half in the
Future's window. And then maybe if you could tedlwhat the ASPs look like in the 9% you reportathiq that would be helpful. Thanks.

<A — Don Blair>: The ASPs are up slightly in Footwear and down gljgh Apparel, is what we have right now in thedimonth Futures
window. What | would remind you of, as Charlie sdftht would reflect only the very surgical pricetieases and not the increases that we
expect to see more towards the back half of the yea

<Q - Michael Binetti>: And what -- any reason Apparel is going -- the AGRsdown slightly there?

<A - Don Blair>: | wouldn't take that as something that we seeraaterial trend. | mean, there's lots of moving partApparel



<Q - Michael Binetti>: Okay. And then front half versus back half wouldhadpful, thanks.
<A - Kelley Hall>: More heavily weighted to the back half.
<Q — Michael Binetti>: Thank you.

<A — Don Blair>: And some of that pricing on the Apparel side is thumix -- a seasonal reflection of the mix.
<A - Kelley Hall>: We’'ll take the next question, please.

Operator:  Paul Swinand, Morningstar, Inc.

<Q - Paul Swinand>:Good afternoon and thanks for taking my call. Agjig on the EBIT disclosure that was materiallyéo in the
United States. If the largest influence on that th@sgross margin and the product cost, was tippstg -- what made up the difference
between the other geographies? Or was it -- was tndifferent mix there as well?

<A — Don Blair>: Well, first of all, | think I'm interpreting yourugstion -- when you say a material or a lower EBAT-

<Q — Paul Swinand>: In other words -- on the EBIT line, there was afe¥the US but it was lower than the sales inaeasd then, like,
for example in China, EBITDA accelerated fastentkales.

<A — Don Blair>: Right. So, as we called out in the script, theredly a couple of issues there. There's goingetthke timing of demand
creation will always affect the geography profitapi So that's one element.

The other one is, you're absolutely right. Thergiight costs is highest for North America. It'e teography where we have the fastest
delivery windows against Futures. And so, therefattgen we have capacity shortfalls, it's the N@atherica business that requires the most
air freight to get product on time.

<Q - Paul Swinand>:Okay. And then the -- but the input costs affectimg products that are shipped in the differenggaghies, is that mix
about the same across geographies? (multiple sppydbleay.

<A - Don Blair>: Probably yes. | mean -- yes, the products are goitg the same around the world. The only diffeectmere would be just
the mix of products. The one thing that is différémput costs are the same but Foreign Exchargéouosly, has a huge impact. If you look
at our reported numbers, the European geograplaes most significantly affected by Foreign Exchange

<Q - Paul Swinand>:Understood. Thank you very much.
<A - Kelley Hall>: Great. Operator, we have time for one more qomesti
Operator: Sam Poser, Sterne, Agee.

<Q — Sam Poser>: | just have a couple of questions. The inventevgls -- | mean, it looks to me like, just bas@dyour guidance and what
the gross margins -- with the reduced gross margoms weeks of supply look like they're in faidpod shape. But | guess my question is, of
that, of the in-transit part of that inventory, what late shipments from the prior quarter, gitlendelays and the need to fly goods and move
goods and so on?

<A — Mark Parker>: Well, first of all, overall, you're right -- yourgmise that we feel as if inventory is in good sfapbsolutely; we feel
good overall about the inventory level.

With respect to where we are, yes, the factorieslativering later than what we ideally would likés not that they're slow; it's just that
demand is big. So it is later delivery out of thetbry to get it here on time, and therefore, édeto be sent by air freight.

<Q - Sam Poser>; Okay. And then, secondly, | was just looking ah#a2012. You say that the gross margin pressmitesontinue to be
there, at least through the first half, | gathemdAvhen we think about the SG&A, the combinatiomemand creation and the other parts
would we think about that, the front half of theayebasically, you're going to lever SG&A betteairitthe back half, given the roll into the
Olympics and so on?

And would we expect the same kind of investmentsandon the way we saw Beijing, given that you'mawich more mature business alre
in the UK and so on?

<A — Mark Parker>: Okay. So what | would say is, that's a plausiitteyline but you're way ahead of me here. We'tejnie at that stage
with our FY12 plans to be giving quarterly guidanBet | do believe that, generally, that those tifus are accurate in the sense that we will
be investing in the European championships and.éinelon Olympics. Some of the London Olympics, aiirse, will fall into FY13. So from

a demand creation standpoint, you would expect¢éoseme of that flow.

With respect to gross margin, we are going to fapat pressure all year, although we would expestete more pricing offset in the second
half.



<Q - Sam Poser>: Thank you very much. Continued success. Thanks.

<A - Kelley Hall>: Thank you, everybody. Operator, we're ready thfenthe day.

Operator : Thank you. Ladies and gentlemen, this doesladedoday's teleconference. You may disconnect loes at this time. Thank
you for your participation







