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PART |
ITEM 1. BUSINESS
GENERAL

NIKE, Inc. was incorporated in 1968 under the lafithe state of Oregon. As used herein, the teiKE" and the "Company" refer 1
NIKE, Inc. and its predecessors, subsidiaries dfilchtes, unless the context indicates otherw

The Company's principal business activity involtres design, development and worldwide marketinigh quality footwear, apparel,
equipment, and accessory products. NIKE is theelrgeller of athletic footwear and athletic appiaréhe world. The Company sells its
products to approximately 19,700 retail accounth@United States and through a mix of independisttibutors, licensees and subsidiaries
in approximately 110 countries around the worldtdélly all of the Company's products are manufaeatiby independent contractors. Most
footwear products are produced outside the UnitateS, while apparel products are produced botharUnited States and abroad.

PRODUCTS

NIKE's athletic footwear products are designed prity for specific athletic use, although a larggqentage of the products are worn

casual or leisure purposes. The Company placesdewable emphasis on high quality construction iandvative design. Running,
basketball, children's, cross-training and womshées are currently the top-selling product caiegand are expected to continue to lead in
product sales in the near future. However, the Gomimlso markets shoes designed for outdoor aesytennis, golf, soccer, baseball,
football, bicycling, volleyball, wrestling, cheedding, aquatic activities and other athletic araeational uses.

The Company sells active sports apparel covericg ehthe above categories, as well as athletis bag accessory items. NIKE apparel and
accessories are designed to complement the Conspathietic footwear products, feature the sameetreatks and are sold through the same
marketing and distribution channels. The Compangrofarkets footwear, apparel and accessorieitettions” of similar design or for
specific purposes.

The Company sells a line of performance equipmadeuthe NIKE brand name, including sport balisepieces, eyewear, skates, bats, and
other equipment designed for sports activities.

The Company also sells a line of dress and casoéear and accessories for men, women and chilgrdar the brand name Cole Haan(R)
through its wholly-owned subsidiary, Cole Haan Hiodg Incorporated. The Company markets a line aflhear with licensed team logos
under the brand name "Sports Specialties", thratsgltholly-owned subsidiary, Sports Specialties fitwation. The Company also sells small
amounts of various plastic products to other masiufers through its wholly-owned subsidiary, NIKIEM, Inc. (formerly Tetra Plastics,
Inc.).

The Company's wholly-owned subsidiary, Bauer Ihegdquartered in Montreal, manufactures and digergice skates, skate blades, in-line
roller skates, protective gear, hockey sticks, lamckey jerseys and accessories under the BauergR)l Imame. Bauer also offers a full
selection of products for street, roller and fibtuckey.



SALES AND MARKETING

The table below sets forth certain information regsy the Company's United States and internatiomai-U.S.) revenues for the last three
fiscal years.

YEAR ENDED MAY 31, 199 8 %CHG 1997 %CHG 1996 %CHG
(IN MILLIONS)

United States footwear...................... $3,49 8.7 (% $3,753.5 35% $2,772.5 20%
United States apparel..........cccceeenee 1,55 6.3 11 1,406.6 69 831.3 99

Total United States.................... 5,05 50 (2) 5,160.1 43 3,603.8 32
Non-U.S. footwear............ccoceeverenne 2,46 03 3 2391.0 42 16823 35
Non-U.S. apparel 55 32 11,0869 67 651.4 38

Total Non-U.S.......coeviiiiiiens 3,89 5.8 12 34779 49 2,333.7 36
Other and other brands...................... 60 23 10 5485 3 533.1 69

Total NIKE.......ccooviiiiienenn $9,55 3.1 4% $9,186.5 42% $6,470.6 36%

Financial information about United States and no8-lperations appears in Note 16 of the conseliifihancial statements on page 40.

The Company experiences moderate fluctuationsgneggite sales volume during the year. Howevennibtteof product sales may vary
considerably from time to time as a result of clemnig seasonal and geographic demand for partitypas of footwear and apparel.

Because NIKE is a consumer products company, thévwe popularity of various sports and fitness\ati¢s and changing design trends
affect the demand for the Company's products amkaquently, the types of products the Companyffhis is a continuing risk. The
Company must therefore respond to trends and shiftsnsumer preferences by adjusting the mix @ftig product offerings, developing
new products, styles and categories, and influgnsprorts and fitness preferences through aggressivketing.

UNITED STATES MARKET

During fiscal 1998, sales to the Company's appraséty 19,500 retail accounts in the United State®anted for approximately 57 percent
of total revenues. The domestic retail account lradades a mix of department stores, footwearestasporting goods stores, skating, tennis
and golf shops, and other retail accounts. Durisepf year 1998, NIKE's three largest customersuaied for approximately 32 percent of
sales in the United States.

NIKE makes substantial use of its innovative "fesirordering program, which allows retailers toewrfive to six months in advance
delivery with the guarantee that 90 percent ofrtbeders will be delivered within a set time peratch fixed price. In fiscal year 1998, 85
percent of the Company's domestic footwear shipsn@xcluding Cole Haan(R) and Bauer(R)) were madkeuthe futures program,
compared to 93 percent in fiscal 1997 and 88 peéiindiscal 1996. In fiscal 1998, 84 percent of Dempany's domestic apparel shipments
were made under the futures program.

The Company utilizes 21 NIKE sales offices for sioéicitation of sales in the United States. The @any also utilizes 10 independent sales
representatives for the sale of specialty prodsetsh as golf, cycling, water sports and outdocarwkn addition, the Company operates 123
wholly-owned retail outlets, 63 of which are fagtautlets that carry primarily B-grade and clos¢-merchandise, 35 of which are Cole Haan
(R) stores (including 21 factory outlets), 12 ofigkhare high-profile NIKETOWN stores designed towsiase the Company's products, and
10 of which are employee-only stores.

The Company's domestic distribution centers fotiear are located in Beaverton, Oregon, Wilsonvilleegon, Memphis, Tennessee, and
Greenland, New Hampshire. Apparel products arepgltifrom the Memphis distribution center and frone&ville, North Carolina. Cole
Haan footwear and Bauer products are distributadarily from Greenland, New Hampshire, and Spopedcalties headwear is shipped fr
Irvine, California.



INTERNATIONAL MARKETS

The Company currently markets its products in apipnately 110 countries outside of the United Stdbesugh independent distributors,
licensees, subsidiaries and branch offices. NIK&afes 25 distribution centers in Europe, Asia,adanLatin America, and Australia, and
also distributes through independent distributoid licensees. The Company estimates that its pteduwe sold through approximately 31,
retail accounts outside the United States. Non-Bafes accounted for 43 percent of total revernuéisdal 1998, compared to 38 percent in
fiscal 1997 and 36 percent in fiscal 1996. In meoyntries, including Japan, Canada, Asia, Southriaand those in Europe, the Company
has a futures ordering program for retailers simdahe United States futures program describedablhe Company is developing the
program in other countries. Outside of the Unitéaités, NIKE's three largest customers accounteddproximately 8 percent of non-U.S.
sales.

International branch offices and subsidiaries dElare located in Argentina, Australia, Austria@em, Brazil, Canada, Chile, Costa Rica,
Denmark, Finland, France, Germany, Hong Kong, leda India, Italy, Japan, Korea, Malaysia, Mexidew Zealand, The Netherlands,
Norway, Peoples Republic of China, The Philippir&iagapore, South Africa, Spain, Sweden, Switzelldmiwan, Thailand, the Unite
Kingdom, and Vietnam. The Company operates 22 whmNned retail outlets outside the United States.

SIGNIFICANT CUSTOMERS

Foot Locker, a chain of retail stores specializimgthletic footwear and apparel, accounted foragmately 11 percent of global net sales of
NIKE brand products during fiscal 1998. No othestouner accounted for 10 percent or more of nesshleing fiscal 199¢

ORDERS

As of May 31, 1998, the Company's worldwide futuveders for athletic footwear and apparel totalé@ dillion, compared to $4.9 billion as
of May 31, 1997. Such orders are scheduled foweslifrom June through November of 1998. Based upstorical data, the Company
expects that approximately 95 percent of thesersn@l be filled in that time period, although tbeders may be cancelable.

PRODUCT RESEARCH AND DEVELOPMENT

The Company believes that its research and develppeiforts are a key factor in its past and fusirecess. Technical innovation in the
design of footwear, apparel, and athletic equipmeceive continued emphasis as NIKE strives to yecegroducts that reduce or eliminate
injury, aid athletic performance and maximize corafo

In addition to its own staff of specialists in teeas of biomechanics, exercise physiology, engimgandustrial design and related fields,
NIKE also utilizes research committees and advibagrds made up of athletes, coaches, trainerfgragnt managers, orthopedis
podiatrists and other experts who consult with@oepany and review designs, materials and conéeppgoduct improvement. Employee
athletes wear-test and evaluate products duringebign and development process.

In fiscal 1998, NIKE spent approximately $106.7liof on product research, development and evalnatiompared to $73.2 million in 19¢
and $46.8 million in 1996.

MANUFACTURING

In fiscal 1998, approximately 53 percent of the @amy's total apparel production for sale to thetéthBtates market was manufactured in
the United States by independent contract manufastumost of which are located in the southertesta he remainder was manufactured by
independent contractors located in 30 countriesstMbthis apparel production occurred in Bangladékng Kong, Indonesia, Malaysia,
Mexico, The Philippines, Singapore, Sri Lanka, Taiwand Thailand. Substantially all of NIKE's amgbgroduction for sale to the
international market was manufactured outside tig& U



Virtually all of the Company's footwear (exclusiveCole Haan(R)) is produced outside of the UnBéakes. In fiscal 1998, contract suppliers
in the following countries manufactured the follogipercentages of total NIKE brand footwear: Pésepublic of China, 37 percent;
Indonesia, 34 percent; Vietnam, 11 percent; Thdila0 percent; The Philippines, 4 percent; Southelp2 percent; and Taiwan, 2 percent.
The Company also has manufacturing agreementsivdépendent factories in Argentina, Brazil, Itaapd Mexico. The largest single
supplier accounted for approximately 8 percenbtdltfiscal 1998 footwear production.

The principal materials used in the Company's feamproducts are natural and synthetic rubber | @ng plastic compounds, foam
cushioning materials, nylon, leather, canvas, agupethane films used to make AIR-SOLE(R) cushmgntomponents. The principal
materials used in the Company's apparel produetaatural and synthetic fabrics and threads, plastil metal hardware, and specialized
performance fabrics designed to repel rain, rdiaat, or efficiently transport body moisture. NIldEd its contractors and suppliers buy raw
materials in bulk. Most raw materials are availahléhe countries where manufacturing takes plBtEE has thus far experienced little
difficulty in satisfying its raw material requiremis. NIKE IHM, Inc., a wholly-owned subsidiary ol KE, is the Company's sole supplier of
the material from which the AIR-SOLE(R) cushionicgmponents used in footwear are made.

The Company's international operations are suljeitte usual risks of doing business abroad, segoasible revaluation of currencies,
export duties, quotas, restrictions on the transféunds and, in certain parts of the world, pcéit instability. See "Trade Legislation" below.
NIKE has not, to date, been materially affectecaby such risk, but cannot predict the likelihoodwoth developments occurring. T
Company believes that it has the ability to devetyger a period of time, adequate alternative ssiof supply for the products obtained fr
its present suppliers outside of the United Statezents prevented the Company from acquiringlpots from its suppliers in a particular
country, the Company's footwear operations coulteb®orarily disrupted and the Company could exgpe an adverse financial impact.
However, the Company believes that it could eliereny such disruption within a period of no mdrart 12 months, and that any adverse
impact would, therefore, be of a short-term natlitee Company believes that its principal compeditane subject to similar risks.

All Company products manufactured overseas and iitaganto the United States and other countriesabgect to duties collected by
customs authorities. Customs information submittethe Company is routinely subject to review bgtoms authorities. The Company is
unable to predict whether additional customs dutjestas or other restrictions may be imposed erintportation of its products in the
future. The enactment of any such duties, quotasatrictions could result in increases in the odstuch products generally and might
adversely affect the sales or profitability of thempany and the imported footwear and apparel inglas a whole.

Since 1972, Nissho Iwai American Corporation ("NIAG subsidiary of Nissho Iwai Corporation, a Edapanese trading company, has
performed significant financing and export-impat\sces for the Company. The Company purchasesigiwdIAC substantially all of the
athletic footwear and apparel it acquires from egas suppliers. The Company's agreements with d€nhd through 2000, and the
Company expects that the relationship will be cargd beyond that date.

TRADE LEGISLATION

In June 1998, President Clinton extended to Juf8 h®n-discriminatory "normal trade relations" ("R formerly "most favored nation")
trading status to the People's Republic of Chi@ifia"), and Congress supported the PresidentisidecUnder U.S. law, NTR status for
China is extended annually. The United States k#sded NTR status to China each year since 1980aGs a material source of footwear
production for the Company. A revocation of NTRissawould result in a substantial increase inftagifes on goods imported from China,
and, therefore could adversely affect the Comparpesations. While the United States continuesateetforeign policy as well as human
rights concerns with China, the Clinton Adminismatand the Congress have opposed using China'sftfitls as a means of addressing
these concerns. However, even if NIKE's Chinesecesuwvere affected by a change in China's NTR stéte
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Company believes that the impact of such changddamet have a long term, material adverse impadhenCompany's business.

Certain countries within the European Communityehfor some time maintained quotas restricting thygartation of footwear manufactured
in China, Indonesia, and Thailand. With respediich quotas, see the discussion in Item 7 below.

In 1995, President Clinton officially restored dipiatic relations between the United States andchdiat The President's action is a step
toward restoration of full trade relations incluglithe United States granting non-discriminatory Nil&ling status to Vietnam which would
result in lower tariffs between the two countri€ke Company is currently sourcing footwear and agdgaroducts from factories in Vietnam.
NTR trading status for Vietnam could expand proaucand marketing opportunities for NIKE in Vietna

COMPETITION

The athletic footwear, apparel and equipment ingiustkeenly competitive in the United States ancaavorldwide basis. NIKE competes
internationally with an increasing number of spkréal athletic shoe companies, apparel compani@sissequipment companies, and large
companies having diversified lines of athletic shapparel and equipment including Reebok, Adidaisadhers. The intense competition and
the rapid changes in technology and consumer @mades in the athletic footwear, apparel and equippmearkets constitute significant risk
factors in the Company's operations.

NIKE is the largest seller of athletic footwear attlletic apparel in the world. Performance anibdity of shoes, apparel, and equipme
new product development, price, product identitptiyh marketing and promotion, and customer suppattservice are important aspects of
competition in the athletic footwear, apparel agdipment industry. The Company believes that @oisipetitive in all of these areas.

TRADEMARKS AND PATENTS

NIKE utilizes trademarks on nearly all of its pratisand believes that having distinctive marks #natreadily identifiable is an importe
factor in creating a market for its goods, in idigig the Company and in distinguishing its godasn the goods of others. The Company
considers its NIKE(R) and Swoosh(R) design trad&str be among its most valuable assets and heteegl these trademarks in over 100
countries. In addition, the Company owns othergnaarks which it utilizes in marketing its produdKE continues to vigorously protect its
trademarks against infringement.

The Company has an exclusive, worldwide licengmae and sell footwear using patented "Air" tecbggl The process utilizes pressurized
gas encapsulated in polyurethane. Some of the NaiE Air patents expired in 1997, which may enatxdenpetitors to use certain types of
NIKE Air technology. Subsequent NIKE Air patentdlwiot expire for several years. The Company aB® & number of patents cover
components and features used in various athletideasure shoes. Management believes that NIKEEsess depends upon skills in design,
research and development, production and markedithgr than upon its patent position. Howevera# followed a policy of filing
applications for United States and foreign patentgnventions, designs and improvements that itrdeealuable.

EMPLOYEES

The Company had approximately 22,800 employeesagt 34, 1998. Management considers its relationsitipits employees to be
excellent. With the exception of Bauer Inc., thex@any's employees are not represented by a unfdda@er's North American employees,
approximately 60 percent or fewer than 1,100, axeed by four union collective bargaining agreetsevith four separate bargaining units,
and all of Bauer's approximately 190 employeedgaly lare covered by three collective bargainingeagrents. The collective bargaining
agreements expire on various dates from 1998 thwr@002. There has never been a material internuptfi@perations due to labor
disagreements.



EXECUTIVE OFFICERS OF THE REGISTRANT
The executive officers of the Company as of Julyl®08 are as follows:

Philip H. Knight, Chief Executive Officer--Mr. Knig, 60, a director since 1968, is Chief Executif@d®r and Chairman of the Board of
Directors of NIKE. Mr. Knight is a co-founder ofdfCompany and, except for the period from June 19&Righ September 1984, served as
its President from 1968 to 1990. Prior to 1968, Kiright was a certified public accountant with ri&@aterhouse LLP and Coopers &
Lybrand and was an Assistant Professor of BusiAdssinistration at Portland State University.

Jeffrey M. Cava, Vice President, Global Human Resga+-Mr. Cava, 46, has been employed by the Coynpiage 1996, with primary
responsibility for NIKE's Global Human Resourceseous to NIKE, Mr. Cava held the position of Vieeesident, Human Resources, Walt
Disney Consumer Products, Burbank, California.

Thomas E. Clarke, President and Chief Operatingc@#-Dr. Clarke, 47, a director since 1994, joirtled Company in 1980. Dr. Clarke has
held various positions with the Company, primanilyesearch, design, development and marketingviteappointed divisional vice
president in charge of marketing in 1987. He wasteld Vice President in 1989 and appointed Gehsahger in 1990. Dr. Clarke holds a
Doctorate degree in biomechanics.

Martin P. Coles, Vice President and General Manaf&urope Region--Mr. Coles, 43, has been empldyethe Company since October
1992. Mr. Coles joined the Company as Director adiktics/ Customer Service Europe. He was appoiieel President and General
Manager of Western Europe in February 1994, anttesddeCorporate Vice President Europe Region in W&§7. Prior to joining NIKE, he
was Vice President, Operations, Pepsi-Cola Ceimi@hicago.

Gary M. DeStefano, Vice President and General ManafjAsia Pacific--Mr. DeStefano, 41, has been leggd by the Company since 1982,
with primary responsibilities in sales and custosewice. Mr. DeStefano was appointed Director ofri@stic Sales in 1990, divisional Vice
President in charge of domestic sales in 1992, President of Global Sales in 1996, and Vice Pergtidnd General Manager of Asia Pacific
in March 1997.

Robert E. Harold, Interim Chief Financial Officévi. Harold, 51, joined the Company as Controllapfvear Division in 1984. He was
appointed Controller, Footwear and Apparel in 1888 Global Brand Controller in 1996. Mr. Harold &ew Interim Chief Financial Officer
in January 1998. Prior to joining NIKE, he was a&ieManager of Price Waterhouse, and Vice PresioERinance for Northwest Marine
Iron Works in Portland. Mr. Harold is a certifiedlgic accountant.

Andrew P. Mooney, Vice President Global Brand Mamagnt-Mr. Mooney, 43, has been employed by the Compamesl979. He began
Financial Controller for NIKE in Great Britain, mdating to the United States in 1984 to join th8.Unarketing team. He was appointed Vice
President of Brand Marketing in 1992, Vice PrestddrEquipment in 1994, and Vice President Globari8l Management in June 1998.

Timothy J. Joyce, Vice President, Global Salds--Joyce, 42, has been employed by the Compamg 1880, with primary responsibilities
Sales. He was appointed Regional Sales Manag@8mn, Director of USA Footwear Sales in 1990 anceEtior of European Sales in 1994.
Mr. Joyce was appointed Divisional Vice Presidentharge of Global Sales in 1997.

Mark G. Parker, Vice President and General Mangg@ensumer Product Marketing--Mr. Parker, 41, hamtemployed by the Company
since 1979 with primary responsibilities in prodrtetearch, design and development. Mr. Parker paaigted divisional Vice President in
charge of development in 1987, elected Vice Presite1989, appointed General Manager in 1993 \4nd President of Global Footwear in
1998.

Lindsay D. Stewart, Vice President Legal and CaapoAffairs and Assistant Secretary--Mr. Stewatt,jbined the Company as Assistant
Corporate Counsel in 1981. Mr. Stewart became GatpdCounsel in 1983. He was elected Vice PresigetiGeneral Counsel in 1991. P
to joining the Company, Mr. Stewart was in privatactice and an attorney for Georgia-Pacific Caaion.
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David B. Taylor, Vice President--Mr. Taylor, 43,dhaeen employed by the Company since 1977, withgr responsibilities in production.
Mr. Taylor was appointed divisional Vice Presidentharge of production in 1988, and was electezk\Hresident in 1989.

lan T. Todd, Vice President, Global Sports Markgtivir. Todd, 51, joined the Company in June 1998.was formerly Senior Vice
President and Managing Director of IMG Europe, édrand the Middle East.

Matthew F. Wolff, Vice President and General ManagfeGlobal Apparel--Mr. Wolff, 41, has been emptalyby the Company since 1979,
with primary responsibilities in apparel producti@md operations. He was appointed General Manddglobal Apparel Operations in 1993,
divisional Vice President and General Manager ab@l Apparel Operations in 1995, and was electes Yiresident and General Manager of
Global Apparel in June 1998.



ITEM 2. PROPERTIES

Following is a summary of principal properties owra leased by the Company. The Company's leagd®eat various dates through the
year 2017

U.S. ADMINISTRATIVE OFFICES:

Beaverton, Oregon (18 locations)--17 leased WilgmOregon
Memphis, Tennessee (2 locations)--1 leased Yarmaddime
Charlotte, North Carolina--leased

Irvine, California--leased

INTERNATIONAL ADMINISTRATIVE OFFICES:
Canada (4 locations)--leased

Europe (17 locations)--leased

Asia Pacific (10 locations)--leased

Latin America (6 locations)--leased

Africa (1 location)--leased

SALES OFFICES AND SHOWROOMS:
United States (21 locations)--leased
Canada (4 locations)--leased

Europe (21 locations)--leased

Asia Pacific (14 locations)--leased

Latin America (8 locations)--leased
Africa (1 locations)--leased

DISTRIBUTION FACILITIES:

Greenland, New Hampshire--leased

Wilsonville, Oregon

Memphis, Tennessee (2 locations)--1 leased Irn@adifornia--leased
Canada (2 locations)--leased

Latin America (2 locations)--leased

Europe (6 locations)--3 leased

Asia and Australia (15 locations)--leased

INTERNATIONAL PRODUCTION OFFICES:
Asia (11 locations)--leased

Latin America (5 locations)--leased

Europe (4 locations)--leased

MANUFACTURING FACILITIES:
United States (9 locations)--leased
Canada (5 locations)--2 leased
Europe (3 locations)

Asia (1 location)--leased

RETAIL OUTLETS:

United States (123 locations)--118 leased Canattacédions)--leased
Europe (10 locations)--leased

Asia Pacific (7 locations)--leased

Latin America (1 location)--leased

ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedindigrahan ordinary routine litigation incidentalttee Company's business, to which the
Company is a party or of which any of its propéstyhe subject.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matter was submitted during the fourth quarfehe 1998 fiscal year to a vote of security hofdéirough the solicitation of proxies
otherwise.



PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Company's Class B Common Stock is listed omihe York Stock Exchange and the Pacific Stock Bxgfe and trades under the
symbol NKE. At July 24, 1998 there were 20,460 boddof record of the Company's Class B Common Saodk36 holders of record of the
Company's Class A Common Stock. These figures tiinolude beneficial owners who hold shares in naainame. The Class A Common
Stock is not publicly traded but each share is edtitMe upon request of the holder into one sh&@lass B Common Stock.

Reference is made to the table entitled "Selectea®rly Financial Data" in Item 6, which sets lforfor the periods indicated, the range of
high and low closing sales prices on the New Yddck Exchange, as adjusted to reflect the 2-fatkssplit that became effective in
October of 1990, the 2-for-1 stock split that beeasffective in October of 1995 and the 2-for-1 ktsplit that became effective in October

1996. Such table also sets forth the amount angiérecy of all cash dividends declared on the Colyipaommon stock for the 1997 and
1998 fiscal years.



ITEM 6. SELECTED FINANCIAL DATA

YEAR ENDED MAY 31,
REeVeNUEeS.........cceeevueennen. $9,553.1 $9
Gross margin...... .. 3,4876 3

Gross margin % . 36.5%
Restructuring charge................ 129.9
Netincome.........ccccceevuneenn. 399.6

Basic earnings per common share.....
Diluted earnings per common share...
Average common shares outstanding...
Diluted average common shares
outstanding..........cccceee.... 295.0
Cash dividends declared per common
0.46
Cash flow from operations...........
Price range of common stock
64.125

1.35
288.7

517.5

AT MAY 31,

Cash and equivalents................ $ 108.6 $
Inventories...........ccoveernnns

Working capital
Total assets........
Long-term debt .
Redeemable Preferred Stock.......... 0.3
Common shareholders' equity......... 3,261.6 3
Year-end stock price................ 46.000

Market capitalization............... 13,201.1 16
FINANCIAL RATIOS:

Return on equity.................... 12.5%
Return on assets.... 7.4%
Inventory turns............. . 4.4
Current ratio at May 31............. 2.1
Price/Earnings ratio at May 31
(Diluted).....cccovveeiieannnen. 34.1
GEOGRAPHIC REVENUES:
United States........ccccccevvenee $5,452.5 $5
Europe......... . 2,1437 1
Asia/PacifiC..........cccceernnnes 1,255.7 1
Canada, Latin America, and other.... 701.2
TOTAL REVENUES..........cccvenn $9,553.1 $9
1992
(IN MILLIONS,
YEAR ENDED MAY 31,
Revenues........ ... $3,405.2 $3
Gross margin...... . 13161 1
Gross margin %........ . 38.7%
Restructuring charge................ -
Netincome.........cccccevvuneenn. 329.2
Basic earnings per common share..... 1.09
Diluted earnings per common share...  1.07
Average common shares outstanding... 301.7
Diluted average common shares
outstanding..........cccceee.... 306.4
Cash dividends declared per common
share......ccccovieeeeniinenn. 0.15
Cash flow from operations........... 435.8
Price range of common stock
High.ooo 19.344
LOW.iiiieiiiecie e 8.781
AT MAY 31,
Cash and equivalents................ $ 260.1 $
Inventories................... . 4712
Working capital 964.3
Total assets........ 1,871.7 1

Long-term debt
Redeemable Preferred Stock..........
Common shareholders' equity
Year-end stock price................
Market capitalization...............
FINANCIAL RATIOS:

FINANCIAL HISTORY

1997

1996 1995 1994 1993

NS, EXCEPT PER SHARE DATA AND FINANCIAL RATIOS)

,186.5
,683.5

40.1%

795.8
2.76
2.68

288.4

297.0

0.38
323.1

76.375
47.875

445.4
,338.6
,964.0
,361.2

296.0

0.3
,155.9
57.500
,633.0

28.5%
17.1%

4.8
2.1

215

,529.1
,833.7
,245.2
578.5

$6,470.6 $4,760.8 $3,789.7 $3,931.0
2,563.9 1,895.6 1,488.2 1,544.0

39.6% 39.8% 39.3% 39.3%
553.2 399.7 298.8 365.0
1.93 1.38 1.00 1.20
1.88 1.36 0.99 1.18
286.6 289.6 298.6 302.9
293.6 2940 301.8 3083
0.29 0.24 0.20 0.19
339.7 2549 5765 265.3
52.063 20.156 18.688 22.563
19.531 14.063 10.781 13.750

$ 262.1 $ 216.1 $ 518.8 $ 291.3
931.2 629.7 470.0 593.0
1,259.9 938.4 1,208.4 1,165.2

3,951.6 3,142.7 2,373.8 2,186.3
9.6 10.6 12.4 15.0
0.3 0.3 0.3 0.3
2,431.4 1,964.7 1,740.9 1,642.8
50.188 19.719 14.750 18.125
14,416.8 5,635.2 4,318.8 5,499.3

252% 21.6% 17.7%
15.6% 145% 13.1%
5.0 5.2 4.3 4.5
1.9 1.8 3.2 3.6

24.5%
18.0%

26.6 145 14.9 15.3
$3,964.7 $2,997.9 $2,432.7 $2,528.8
1,3343 9804 927.3 1,085.7

735.1 515.6 2834 178.2

436.5 266.9 146.3 1383

,186.5

$6,470.6 $4,760.8 $3,789.7 $3,931.0

1991

EXCEPT PER SHARE DATA AND FINANCIAL RATIOS)

,003.6
,153.1

38.4%

287.0
0.96
0.94

300.4

304.3

0.13
111

13.625
6.500

119.8
586.6
662.6
,707.2
30.0
0.3
,029.6
9.938
,993.0

1990

1989

$2,235.2 $1,710.8

851.1 636.0
38.1% 37.2%
243.0 167.0
0.81 0.56
0.80 0.56
299.1  297.7
302.7 300.6
0.10 0.07
127.1 169.4
10.375  4.969
4.750 2.891
$ 904 $ 857
309.5 2229
561.6 419.6
1,093.4 824.2
25.9 34.1
0.3 0.3
781.0 558.6
9.813  4.750

2,942.7 1,417.4



Return on equity...........ccccueeee 27.9% 31.7% 36.3% 34.5%
Return on assets................... 18.4% 205% 253% 21.8%
Inventory turns.............. . 3.9 4.1 5.2 51
Current ratio at May 31............. 3.3 2.1 3.1 2.9
Price/Earnings ratio at May 31

(Diluted)........ocovvvreerennns 135 10.5 12.2 8.6
GEOGRAPHIC REVENUES:
United States..........cccceeevne $2,270.9 $2 ,141.5 $1,755.5 $1,362.2
Europe.............. 919.8 664.7 3343 2414
Asia/Pacific 75.7 56.2 29.3 32.0
Canada, Latin America, and other.... 138.8 1412 116.1 75.2
TOTAL REVENUES ... $3,405.2 $3 ,003.6 $2,235.2 $1,710.8

All per common share data has been adjusted tectefie 2-for-1 stock splits paid October 23, 1996tober 30, 1995 and October 5, 1990.
The Company's Class B Common Stock is listed omN#he York and Pacific Exchanges and trades undesymbol NKE. At May 31, 1998,
there were approximately 280,000 shareholders.sYy8293 and prior have been restated to refledntpeementation of Statement of
Financial Accounting Standard No. 109--Accountinglhcome Taxes (see Notes 1 and 6 to the Consetldénancial Statements).

SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)
(IN MILLIONS, EXCEPT PER SHARE DATA)

1998 1997 1998 1997 1998 1 997 1998 1997

Revenues...
Gross margin....
Gross margin %.......
Restructuring charge..........c..cc...... -
Netincome..........ccoccoveiinn. 253.
Basic earnings per common share...........
Diluted earnings per common share.
Average common shares outstanding..
Diluted average common shares
outstanding.........ccocveereeenneenns 297.
Cash dividends declared per common

QUARTER 2ND QUARTER

1 $2,281.9 $2,255.3 $2,107.0 $2,224.0 $2,
6 919.8 8458 8294 795.1
8% 40.3% 37.5% 39.4% 35.8%

226.1 1411 176.9 73.1

3RD QUARTE

4237 $2,307.7 $2,373.9

988.2 7461 946.1

32.3%  39.9%
- 1299 -

2371 (67.7) 1557

0.82 (0.23) 054

1

7 0.79 0.49 0.61 0.25

5 0.76 0.48 0.60 0.25

9 287.7 2903 288.3 287.6

5 2964 296.7 297.0 293.2

0 0.08 0.12 0.10 0.12

5 55625 56.500 64.000 50.063
8 47.875 45.000 51.625 37.750

10

0.80 (0.23) 052
288.6 2871 289.1
297.4 2926 297.3

010 012 0.10
6.375 48.750 73.125
1500 42.750 51.250



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
HIGHLIGHTS

- In fiscal 1998, net income decreased for the finse in four years, dropping 49.8% to $399.6 imill(or $1.35 per diluted share). Net
income included a pre-tax restructuring chargel@39 million, or $79.5 million after taxes (or 20.per diluted share).

- Fiscal 1998 revenues increased 4% to a reco@lisifion, coming off annual revenue increases 2ffdand 36% in the prior two years,
respectively. Despite the economic crisis in ABital revenues generated outside the United Sgaése 21% in constant dollars, and now
represent 41% of total revenues.

- Gross margins dropped to 36.5% of revenues, coedpa 40.1% and 39.6% in the prior two years, eéetpely.
- Selling and administrative expenses grew to 2705%venues, compared to 25.1% and 24.6% in tioe fvo years, respectively.
RESULTS OF OPERATIONS

FISCAL 1998 COMPARED TO FISCAL 1997

Decreasing revenue growth, a lower gross margiogmage and higher selling and administrative espgnas well as a fourth quarter
restructuring charge, all contributed to fiscal 883ecrease in net income compared to the prim idne Asian economic crisis and
declining revenues in the United States were thregry reasons for the lower earnings. Consumerdipgrdeclined considerably in Asia
during fiscal 1998 as a result of macroeconomigdsdacing that region. As a result, revenue grawthe Asia Pacific region fell well short
of the Company's expectations, resulting in exaegntory levels and increased levels of discouptediuct sales, both having a negative
impact on that region's gross margin percentagditiddally, spending did not adjust as quickly las sudden decline in revenue growth,
resulting in significantly higher selling and adistnative costs as a percentage of revenues irreégjain. Revenues in the United States
declined for the first time in four years, as dedhér NIKE product slowed compared to record salebe prior year, again resulting in
excess inventory levels and an increase in theé &haiscounted product sales. Despite the issaeisng Asian markets, management believes
there is tremendous opportunity for growth in méslautside the United States.

The Company continues to invest in infrastructureé acal marketing and advertising to capitalizetloese opportunities. The Company
believes there are growth opportunities in alleegiin which it does business, however, until tt@nemies in the Asia Pacific region show
signs of recovery, the Company may not realizedtgrewth opportunities.

During the fourth quarter of fiscal 1998, the Comp#ook specific actions to reduce its overall igticture in light of slower near-term
growth rates. Certain of these actions resultead pnetax restructuring charge in the fourth quarterieédl 1998 of $129.9 million, (see beli
and Note 13 for a more complete analysis of thezgé).

Revenues increased 4% over fiscal year 1998, andthvi@ve increased 7% had the dollar remained anhegtith that of the prior year.
Despite the economic issues facing the Asian msyrketal non-U.S. footwear and apparel revenuagsased 12%, 21% on a constant dollar
basis, and now represent 41% of total Company @&rRevenue increases were experienced in exgionrexcept the United States.
Outside the U.S., Europe increased 15% (24% intaahdollars), with footwear and apparel increasifigand 35%, respectively, (14% and
44% in constant dollars, respectively), Asia-Paaifivenues were flat compared with the prior y&aeq increase in constant dollars) with
footwear down 8% and apparel increasing 34%, resedyg, (2% increase and 50% increase, in constattars, respectively), and the
Americas increased 32% (35% in constant dollargh feotwear and apparel increasing 20% and 78%paetively, (23% and 83% in
constant dollars, respectively).
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The countries outside the U.S. that representatgest percent of the Company's total internatibnalness are: Japan, which increased 4%
(13% in constant dollars), United Kingdom, whickr@ased 11% (10% in constant dollars), Canada wharkased 32% (36% in constant
dollars), France, which increased 15% (25% in @msdollars), Italy, which increased 35% in botal@nd constant dollars, and Spain, wi
increased 40% (54% in constant dollars). Notabientries that experienced revenue reductions wered&avhich decreased 29% (7% in
constant dollars) and Germany, which decreasedgfdricreased 7% in constant dollars).

U.S. footwear and apparel revenues decreased 2%azethto the prior year. U.S. footwear, represegritie Company's largest market
segment, decreased over $255 million in sales¥grrépresenting a decrease in pairs sold of 3%aatetrease of 4% in average selling
price. The reduction in sales was primarily attrithlie to the glut of inventory at retail which regd customer order volumes and increased
order cancellation rates. The decrease in averlljegsprice is due to increased mix of lower pdg@oduct, given the higher volume of
close-out sales. The five largest footwear categaie Training, Running, Basketball, Kids and Braordan. These represent approximately
80% of the total U.S. footwear business, and dllByand Jordan experienced revenue declines ofdertw% and 17% compared to the prior
year. Brand Jordan increased 57%. In addition, &udf Soccer showed healthy increases over theywat improving 71% and 74¢
respectively. Outdoor and Tennis experienced rexeaductions, down 7% and 14%, respectively. UoBaeel increased $150 million, or
11%, over the prior year. Nearly all apparel categgoexperienced revenue increases, the largastdndl categories being Training (up
10%), Accessories (up 6%), Kids (up 41%), Tee-shup 5%) and Golf (up 57%). Team Sports Appared tha only category to show any
significant decrease compared with the prior ydawn 8%.

Other Revenues, which includes U.S. and non-U.8ENiranded Equipment business, Bauer Inc., ColenH&ports Specialties Corp., and
Tetra Plastics, Inc., increased $53.8 million, @%] to $602.3 million. NIKE branded Equipment iresed over $90 million, representing
growth from new product introductions, while thenAdIKE branded subsidiaries all experienced reverdections.

The Company expects that revenue growth in fiseat 999 will be slightly down compared to fisc@9&. During the first half of fiscal

1999, retail should experience a sell through efléinge quantities of close-out inventories thaehdooded the U.S. market in the last two to
three quarters. As a result, the Company expee&te shortfalls in the U.S. for the first halffiscal 1999 compared to very strong sales in
the comparable periods of fiscal year 1998. Howenestenues should increase slightly in the secatidati the year. In Europe, revenue
growth is expected to be just slightly less thaodl year 1998, led principally by growth in theoagel business. In Asia, the ultimate effect of
the economic crisis on consumer spending is difficuforecast. However, the Company's businessaineduld suggest that regional
revenues could be down by as much as 30% compafestal 1998.

The breakdown of revenues follows:

YEAR ENDED MAY 31,

1998 % C HG 1997 % CHG 1996 % CHG
(IN MILLIONS)

United States footwear............. $3,498.7 (7 )% $3,753.5 35% $2,7725 20%
United States apparel.............. 1,556.3 11 1,406.6 69 831.3 99

Total United States........... 5,055.0 (2 ) 5,160.1 43 3,603.8 32
Non-U.S. footwear.................. 2,460.3 3 2,391.0 42 1,682.3 35
Non-U.S. apparel................... 14355 32 1,086.9 67 651.4 38

Total Non-U.S................. 3,895.8 12 3,477.9 49 2,333.7 36
Other and other brands .. 6023 10 5485 3 533.1 69

Total NIKE..........cccveeee $9,553.1 4 % $9,186.5 42% $6,470.6 36%

Gross margins declined to 36.5% of revenues imfigear 1998, down 360 basis points from the previgear. Significant to this decline w
the increased levels of close-out sales at greadlyced selling prices, and increased levels ddritory reserves against higher close-out
inventory levels, particularly in the U.S. and
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Asia. The combination of these two factors redumaaual margins by more than 200 basis points. @#da=ons for the reduced gross margin
percentage were the strengthening of the U.S.ellaich can inhibit the Company's ability to prigeducts competitively in international
markets, fixed costs associated with distributiacilities, increasing royalty costs associated aitilete endorsement contracts, and increase
levels of research and development costs. The Cayngéepects that overall margins will continue tongare unfavorably through the first
months of fiscal 1999, but recover to positive cangons in quarters three and four. Margins infitls¢ six months of fiscal 1999 will be
affected by the continued management of high ctagenventory levels in certain segments of theress, most notably in U.S. apparel, as
the U.S. apparel retail environment remains glytiedope's footwear segment, as orders softentlslitiirough the first six months of fiscal
1999, and virtually all segments of the Asia Padifisiness. The Company currently believes thatsgneargins as a percentage of revenues
should improve slightly over fiscal 1998, in pauvedto the improved inventory position at the begigrof the fiscal year.

Selling and administrative expenses increased $3R0lion over the prior year, representing 27.586avenues compared to 25.1% in the
prior year. The most significant increases werth@éwage base, which was up 14% overall, led graibi by the U.S. and Asia Pacific,
endorsement contract-related costs, which were7@p @rimarily as a result of significant new contsain Soccer and Golf categories along
with enhanced arrangements with the NFL, WNBA, BiBtA, and rent and depreciation, which were up 54 33%,respectively, relating
principally to expanded Retail outlets and NIKETOWHtéres, along with capital projects in the digttibn and computer infrastructure areas.
Management believes fiscal 1999 selling and adtnatise spending will support the level of businasse driven throughout the year, with
the goal of building momentum for the brand goinwifiscal year 2000. Given the slightly decreassanue scenario, selling and
administrative spending should be in the 27.5%8@% range of revenues, with a target for futur@ryeloser to 25%.

Interest expense increased $7.7 million, or 14&8mpared to the prior year. The increase was dtfeetaddition of long-term debt of
approximately $100 million in June 1997, to fungital projects, offset by lower levels of shortaeborrowings given decreased working
capital requirements. See further discussion ulgigidity and capital resources below.

Other income/expense was a net expense of $20i8mii fiscal year 1998, compared with $32.3 roffliin 1997. The majority of the
decrease is attributable to an $18.1 million restning charge incurred in the prior year with esgonding amounts in 1998 included in the
1998 restructuring charge. Other amounts includétmhare expense, which decreased due to lowamegs, interest income, which
decreased compared with the prior year given tivel@verage levels of cash on hand throughoutehe, yand foreign exchange conversion
gains and losses.

Worldwide futures and advance orders for NIKE bratidetic footwear and apparel scheduled for defise®m June through November
1998, totaled approximately $4.2 billion, 13% lowlean such orders booked in the comparable pefifidaal 1998. The orders and
percentage growth in these orders is not necegsadilcative of the anticipated growth in revenwdsch the Company expects to experience
for subsequent periods. This is because the mixddrs can shift between advance/futures and a-orders. In addition, exchange rate
fluctuations can cause differences in the compasidgetween futures orders and actual revenues.

As further explained in Note 1 to the Consoliddt@thncial Statements, prior to fiscal year 1997tade of the Company's U.S. operations
reported their results of operations on a one miagthvhich allowed more time to compile resultsgBaing in the first quarter of fiscal year
1997, the one month lag was eliminated and the M#®6 charge from operations for these entitiesdaf $illion was recorded to retained
earnings. This change did not have a material effle¢che annual results of operations.

FISCAL 1998 RESTRUCTURING CHARGE

During the fourth quarter of fiscal 1998, the Compaecorded a restructuring charge of $129.9 nnilkks a result of certain of the Company's
actions to better align its overall cost structamel organization with planned revenue levels. Tom@any is continuing to evaluate all areas
of the business. However, as a result
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of the specific plans described below, the Compaxpects to remove approximately $100 million frasndost structure in fiscal 1999 and
beyond. These savings are predominately due tcegidwage-related costs, reduced carrying costagfgaty, plant and equipment, reduced
rent charges (associated with office and expathiatesing) and other miscellaneous savings. Theraassignificant costs that have not been
recognized related to these plans. The restrugt@itivities (shown below in tabular format) prinharelate to the following:

The elimination of job responsibilities company-eidEmployees were terminated from all regions dmast all areas of the Company,
including marketing, sales and administrative arBatated charges include severance packagescasithpayments made directly to
terminated employees as well as outplacement smviease cancellations and commitments, for batbss office space and expatriate
employee housing, and write-down of assets no loimgaese. Such assets, which include office equiiraaed expatriate employee housing
and furniture, have been sold or are being helddte as of May 31, 1998. A total of 1,039 emplaywere terminated as part of the plan, of
which 845 have been paid and left the Company &4ayf31, 1998. The remaining 194 will receive thegrerance packages and leave the
Company in the first quarter of fiscal 1999.

Downsizing of the Asia Pacific Headquarters in Hétmupng. The Company made the decision to reducsitteeof the Asia Pacific
Headquarters' operations and to relocate the rabf@adquarter responsibilities to its worldwidadguarters in the U.S. Included in the
restructuring charge are costs associated witketineination of employees, lease cancellations andhsitments and the write-down of assets
no longer in use. Such assets have been sold bearg held for sale as of May 31, 1998. A total 88 employees were terminated as part of
the plan to downsize and relocate the headqua@éthie 118, 106 have been paid and left the Comparof May 31, 1998. The remaining

12 will receive their severance packages and l#av€ompany in the first quarter of fiscal 1999.

Downsizing of the Japan distribution center. Thenpany is in the process of constructing a newidigtion center in Japan. Due to the
economic downturn in the Asia Pacific region anelithpact on the Company's business in Japan, thedsted volume of inventories and
product flow has decreased significantly from thigioal plans. Because of this, management isénptiocess of redesigning the distribution
center to efficiently accommodate new forecastddmes of inventories and product flow. The costduded in the restructuring charge are
costs incurred to date on the construction of ik&iution center that will have no use under ibgesigned facility.

Cancellation of endorsement contracts. As a re@guhlie downturn in the Company's business, the Gomas refocused its marketing along
core product categories. The Company is in thegg®of reviewing all endorsement contracts in rane-product categories. The charge
includes the final settlements for the those catsravhere termination agreements with endorsees been reached, releasing the endorsees
from all contractual obligations. Final paymentloé termination settlements will be made in thstfiuarter of fiscal 1999.

Exiting certain manufacturing operations at the @any's Bauer subsidiary. The charge related ta¢ieesion to exit certain manufacturing
operations consists of machinery and equipmentishat longer in use and being held for sale, dsasehe planned disposal of two
operating plants. These costs represent the woltaiaf those facilities to their estimated fairwaless costs to sell. The Company is
currently actively negotiating sales agreementsa Aasult of the reduced level of manufacturingrapens, 51 employees were terminatec
of which had left the Company as of May 31, 1998.
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CASH/ RESTRUCTURING RESE RVE BALANCE

DESCRIPTION NON-CASH CHARGE ACTIVITY AT 5/31/98
(IN MILLIONS)

Elimination of Job Responsibilities Company-Wide... . $(49.8) $18.38 $(31.0)
Severance packages........ccccccccvviereeennnnnn . cash (29.1) 9.0 (20.1)
Lease cancellations & commitments................ . cash (10.8) 0.2 (10.6)
Write-down of assetS........ccccceeeviieeeeene . non-cash (9.6) 9.6 -
Other.......ooiiiiiiieeeee s . cash (0.3) - (0.3)

Downsizing the Asia Pacific Headquarters In Hong
KONG.o it . (13.1) 5.4 (7.7)
Severance packages........ccocueeeeriiieeennnns . cash (4.6) 2.3 (2.3)
Lease cancellations & commitments................ . cash (5.5) 0.1 (5.4)
Write-down of assets...........ccccvvvvivinennns . non-cash (3.0) 3.0 --

Downsizing the Japan Distribution Center........... . (31.6) 25.4 (6.2)
Write-off of assets.......ccccvveveveieenennnn. . non-cash (12.5) 12.5 --
Software development COStS..........cccvveeeen.. .. cash/non-cash (19.1) 12.9 (6.2)

Cancellation of Endorsement Contracts.............. . cash (5.6) 0.6 (5.0)

Exiting Certain Manufacturing Operations at Bauer.. . (22.7) 19.9 (2.8)
Write-down of assets...........ccccvvvviveeenns . non-cash (24.7) 14.7 --
Divestiture of manufacturing facilities.......... . non-cash (5.2) 5.2 -
Lease cancellations & commitments................ . cash (1.6) - (1.6)
Severance packages........ccccccccvvveereennnnnn. . cash (1.2) -- (1.2)

Other....cooiiiiiiieieee e . (7.1) 2.4 4.7)
Cash....ccoiiiie e . cash (0.6) - (0.6)
NoN-cash........cccccvieiieiiiiiieee . non-cash (6.5) 2.4 (4.1)

Effect of foreign currency translation............. . - 1.8 1.8

TOtal e . $(129.9) $74.3 $(55.6)

Future cash outlays are anticipated to be complatetie end of fiscal 1999, excluding certain lee@@mitments that will continue through
July 2001. The Company will continue to evaluasecibst structure and adjust its organization tiecethanging business environments
around the world.

IMPORT QUOTAS AND ANTI-DUMPING DUTIES

The Company's non-U.S. operations are subjectetaishal risks of doing business abroad, such asthasition of import quotas or anti-
dumping duties. In 1995, the EU Commission, atrdtgiest of European footwear manufacturers, ietlidvo anti-dumping investigations
covering footwear imported from the People's Reipulfl China, Indonesia and Thailand. As a resalQttober 1997 the Commission
imposed definitive anti-dumping duties on certa&ixtile upper footwear imported from China and Inelgia. In February 1998, the
Commission imposed definitive anti-dumping dutiescertain synthetic and leather upper footweariaigng in China, Indonesia and
Thailand.

Nevertheless, the textile footwear i-dumping duties do not cover sports footwear amdhé case of synthetic/leather footwear, so-called
"special technology" footwear for use in sportimgiaties are expressly excluded from the dutidse Tompany has no reason to believe that
these sports footwear exclusions will be changelj while the exclusions are subject to some ingtgtion by customs authorities, the
Company believes that most of its footwear sournétie target countries for sale in the EU fitshiitthe exclusions and, therefore, the
Company will not be materially affected by the asiimping duties. If there were changes in the eskchs, the Company would consider, in
addition to its possible legal remedies, shifting production of such footwear to other countnesrider to maintain competitive pricing. The
Company believes that it is prepared to deal gffelst with any such change of circumstances antldhg adverse impact would be of a
short-term nature. The Company continues to closelgitor international restrictions and maintaitssmulti-country sourcing strategy and
contingency plans. The Company believes that if@nt@mpetitors stand in much the same positioangigg such trade measures.
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YEAR 2000

The year 2000 issue is the result of computer @mgrusing two digits rather than four to definedpplicable year. Such software may
recognize a date using "00" as the year 1900 rd#itla@rthe year 2000. This could result in systeiflarkss or miscalculations leading to
disruptions in the Company's activities and opersi If the Company, its significant customerssuppliers fail to make necessary
modifications and conversions on a timely basisyigar 2000 issue could have a material adverseteffi Company operations. However,
the impact cannot be quantified at this time. Tlen@any believes that its competitors face a sinnit:

In May 1997, the Company established a corporateproject team to identify nazempliant software and complete the correctionsired
by the year 2000 issue. The Company intends torfbeplace non-compliant internal software with €ad software that is year 2000
compliant. While a plan is in place, significantrik@eemains to be done. The Company's current tésdetresolve compliance issues in
important business information systems by DecerBlhef 998. Remediation and testing activities adenway on the Company's core
business applications first, and the Company idempnting plans for smaller computer systems. Toe@any is also focusing on major
customers and suppliers to assess their compli&teertheless, there can be no absolute assutaaicaére will not be a material adverse
effect on the Company if third party governmentabosiness entities do not convert or replace thatems in a timely manner and in a way
that is compatible with the Company's systems.

Costs related to the year 2000 issue are fundedghroperating cash flows. Through fiscal 1998,Gbenpany expended approximately $20
million in remediation efforts, including the cadtnew software and modifying the applicable coflexasting software. The Company
estimates remaining costs to be between $20 andn#ikdn. The Company presently believes that ttaltcost of achieving year 2000
compliant systems is not expected to be materiblliKE's financial condition, liquidity, or resultsf operations.

Time and cost estimates are based on currentaéainformation. Developments that could affestiraates include, but are not limited to,
the availability and cost of trained personnel; dbdity to locate and correct all relevant computede and systems; and remediation success
of the Company's customers and suppliers.

FISCAL 1997 COMPARED TO FISCAL 1996

Significant growth in worldwide revenues and impgd\gross margin percentage were the primary factorgibuting to record earnings for
fiscal 1997 as compared to 1996. In the UnitedeStdbotwear revenues increased $1 billion, or 3#&monstrating continued market share
gains and industry growth. U.S. apparel exceedérilan in revenues for the first time, increasi®§88.5 million, or 70%, over the previous
year. Revenues from international (-U.S.) markets increased 49% over the previous, yaf now represent 38% of total revenues.

The Company experienced revenue growth in fisc@r i all breakout categories (see chart). U.Sivfear represented the largest increase
in total dollars, improving by almost $1 billion;, 86%, as a result of 28% more pairs sold and ang¥ease in average selling price. The
increase in average selling price was due to agehanproduct mix as well as increased pricesfieceturing the second half of the fiscal
year in certain categories. Men's Basketball, MBuoisning, Men's Cro-Training, Kids, and Women's Fitness comprise axiprately 79%

of the total U.S. footwear business, and individuedcreased 35%, 59%, 26%, 53% and 51%, respégtiBeand Jordan and Golf categories
increased significantly over the prior year, impnay133% and 111%, respectively. Two categoriegsagpced revenue reductions, Men's
Court and Outdoor, down 22% and 24%, respectivdlg. apparel experienced growth in all categodesonstrating the strength of the
NIKE brand. Brand revenues outside of the U.S.aased $1.1 billion, or 49%. The U.S. dollar streaged against nearly all currencies. |
the U.S. dollar remained constant with that ofgthier year, non-U.S. revenues would have incre&ded billion, or 59%. By region, Asia
Pacific increased $511 million, or 70% (84% on astant dollar basis), Europe increased $497 millimr88% (48% on a constant dollar
basis) and the Americas (which includes Canadd.atid America) increased $137 million, or 44% (46%a constant dollar basis). The
most significant increases were in Japan, Korededn
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Kingdom, Italy, and Canada. Other Brands whichudek Bauer Inc., Cole Haan, Sports Specialtieg).Cand Tetra Plastics, Inc., decreased
3% to $504 million.

Gross margins increased to 40.1% of revenuesadalfl997, exceeding 40% for the first time in Comphistory. The improved percentage
was principally driven by price increases in certdiS. footwear categories in effect the secontldfahe year. This was offset by slight
reductions in gross margin percentages from inetatse-out sales as a percentage of total satest,predominately at Bauer, due to the
softening of the in-line skate market and liquidatof non-Bauer brand product to consolidate timgles Bauer brand.

Selling and administrative expenses representeéd2bf revenues compared with 24.6% in the prioryW&8E brand expenses increased
$353 million in the U.S. and $355 million outsidetU.S. Increases were largely driven by increaséebs and marketing spending, as well as
infrastructure-related costs to support growth idetshe U.S. Interest expense increased $12.8mitlue to increased short-term and new
long-term borrowings needed to fund the increasedllof operations, including increased workingitzdpequirements and infrastructure.

Other income/expense was a net expense of $32i8miil fiscal 1997, compared with $36.7 million1896. The majority of the reduction
was attributable to increased interest income,drigfain on disposal of assets and income from apremotional event staged in Japan,
offset by a one-time Bauer non-recurring charg®1d.1 million, which includes, among other thinggving certain products to offshore
production and the closing of certain facilities.

LIQUIDITY AND CAPITAL RESOURCES

The Company's financial position remains stroniglay 31, 1998. Compared to May 31, 1997, total assetreased less than 1%, or $36.2
million, and remained at $5.4 billion. Shareholderwity increased $105.7 million, or 3.3% to $8ilBon. Working capital decreased $135.2
million, to $1.8 billion, and the Company's curreatio was 2.07:1 at May 31, 1998 compared to 2.@5the end of the prior fiscal year.

Despite significantly lower net income comparedhiscal 1997, cash provided by operations incredse$194.4 to $517.5 million for the
year ended May 31, 1998. This was primarily dukteer working capital at May 31, 1998 comparedht® previous year end as a result
lower revenue growth rate. Of the major componeatsprising working capital, inventories increas&8.$ million, or 4%, accounts
receivable decreased $79.7 million, or 4.5%, andaats payable decreased $102.5 million or 15%.ifi¢rease in inventories compared
with a year ago is due most significantly to incesdlevels of excess and slow-moving inventory. fauke sudden and significant downturn
in consumer spending during the second half ofiftal year, most notably in the Asian marketsyall as the slow-down in the U.S. market
given the glut of inventory at retail, the Compdras experienced higher levels of order cancellatinriscal 1998 as compared to the prior
year. As a result, management implemented plafisdal 1998 to reduce the high levels of excesemtory. As of May 31, 1998, over:
inventory levels, including close-out inventory éds; are consistent with expected order volumese@bfor close-out inventory in Asia
Pacific which will require further liquidation thugh fiscal 1999. The Company expects cash provigenperations during fiscal 1999 to be
positively affected by the aggressive managemehkewpfworking capital components.

Additions to property, plant and equipment for &ist998 were $506 million, split fairly evenly beten the U.S. and non-U.S. operations,
compared to $466 million in fiscal 1997. Additionsthe U.S. were comprised primarily of the U.Sadiguarters expansion, customer service
distribution facilities, ongoing investment in systs infrastructure, and retail expansion. Outdigelt.S., the majority of the increase is
related to expansion of customer service distrilsutienters in Europe, Japan and Korea. The Comggpacts fiscal 1999 capital
expenditures to be in similar areas and are esintatbe slightly higher than 1998.

Additions to long-term debt totaled approximately0$ million in fiscal 1998, used primarily to repéashort-term notes payable. In fiscal
1997, the Company filed a shelf registration wite Securities and Exchange Commission for theafale to $500 million of debt securities.
The filing has enabled the Company to issue delpt fime to time during the next several years. Wilis program, the Company has
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issued $300 million of medium-term notes, $100ioillin the first quarter of fiscal 1998, which magun three to five years, and $200
million in the prior year, maturing December 1, 300he proceeds were swapped into Dutch Guildeobtain medium-term fixed rate
financing to support the growth of the Company'sopaan operations. In addition, the Company usedssxcash to reduce notes payable
outside the U.S., and fund property, plant andmgent additions, repurchase stock, and pay divislend

Management believes that significant funds gendrayeoperations, together with access to sufficsenirces of funds, will adequately meet
its anticipated operating, global infrastructur@anxsion, and capital needs. Significant short-lang-term lines of credit are maintained with
banks which, along with cash on hand, provide adexjoperating liquidity. Liquidity is also providég the Company's commercial paper
program, under which there was $92 million and §&tanding at May 31, 1998 and 1997, respectively.

Dividends per share of common stock for fiscal 188& $.08 over fiscal 1997 to $.46 per share.dewd declaration in all four quarters has

been consistent since February 1984. Based upoentyrojected earnings and cash flow requireméimsCompany anticipates continuing a
dividend and reviewing its amount at the Novembear8 of Directors meeting. The Company's policyticwres to target an annual dividend

in the range of 15% to 25% of trailing twelve-moetrnings.

In the fourth quarter, the Company purchased & ¢61&9 million shares of NIKE's Class B commoacdt for $38.9 million under the new !
billion four-year program approved in December 199iring all of fiscal year 1998, the Company paséd 1.2 million shares for a total of
$53.9 million under the new program. Additionaliigring fiscal year 1998, the Company completedotiesious $450 million share
repurchase program approved in July 1993, by psioban total of 3.2 million shares for $148.4 noifli Funding has, and is expected to
continue to, come from operating cash flow in cacjion with short-term borrowings. The timing ahé amount of shares purchased will be
dictated by working capital needs and stock mackeditions.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The Company is exposed to the impact of foreigmenay fluctuations and interest rate changes dits toternational sales, production, and
funding requirements. In the normal course of bessnthe Company employs established policies eoagures to manage its exposure to
fluctuations in the value of foreign currencies ameérest rates using a variety of financial instants. It is the Company's policy to utilize
financial instruments to reduce risks where intenedting and other strategies cannot be effegtieehployed. Foreign currency and interest
rate transactions are used only to the extent dersil necessary to meet the Company's objectivetharCompany does not enter into
foreign currency or interest rate transactionssfogculative purposes.

In addition to product sales and costs, the Comasyforeign currency risk related to debt thateisominated in currencies other than the
U.S. dollar. The Company's foreign currency risknagement objective is to protect cash flows rasgffom sales, purchases and other costs
from the adverse impact of exchange rate movemEntgign exchange risk is managed by using foreaathange contracts and purchased
options to hedge certain firm commitments and #iated receivables and payables, including thirtiypa intercompany transactions.
Purchased currency options are used to hedgercariticipated but not yet firmly committed transaics expected to be recognized within
one year. By policy, the Company maintains hedge@ge between minimum and maximum percentagess&uarrency swaps are used to
hedge foreign currency denominated payments retatedercompany loan agreements. Hedged transesctice denominated primarily in
European currencies, Japanese yen and Canadian. doll

The Company is exposed to changes in interest pait@arily as a result of its long-term debt usednaintain liquidity and fund capital
expenditures and international expansion. The Cogipanterest rate risk management objective It the impact of interest rate changes
on earnings and cash flows and to lower its ové@liowing costs. To achieve its objectives the Gany maintains fixed rate debt as a
percentage of aggregate debt and finances worldpijat needs through its payables agreement wiskhdi lwai American Corporation,
various bank loans, and commercial paper.
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MARKET RISK MEASUREMENT

Foreign exchange risk and related derivatives siseonitored using a variety of techniques includimgview of market value, sensitivity
analysis, and Value-at-Risk (VaR). The VaR deteasithe maximum potential one-day loss in the falue of foreign exchange rate-
sensitive financial instruments. The VaR modelnates were made assuming normal market conditioth&®5% confidence level. There
are various modeling techniques that can be us#tivaR computation. The Company's computatioa$ased on interrelationships
between currencies and interest rates (a "variaoeadriance” technique). These interrelationshipsawetermined by observing foreign
currency market changes and interest rate changedte preceding 90 days. The value of foreigmenay options does not change on a one-
to-one basis with changes in the underlying cuiyeate. The potential loss in option value was sigjd for the estimated sensitivity (the
"delta" and "gamma") to changes in the underlyingency rate. The model includes all of the Compaforwards, options, cross-currency
swaps and yen-denominated debt (i.e., the Compararset-sensitive derivative and other financiatioments as defined by the SEC).
Anticipated transactions, firm commitments and acts receivable and payable denominated in foreigrencies, which certain of these
instruments are intended to hedge, were excluaed fhe model.

The VaR model is a risk analysis tool and doespnoport to represent actual losses in fair valag will be incurred by the Company, nor
does it consider the potential effect of favoratilanges in market rates. It also does not repréisemiaximum possible loss that may occur.
Actual future gains and losses will differ from sgoestimated because of changes or differencearietrates and interrelationships, hedy
instruments and hedge percentages, timing and fabtenrs.

The estimated maximum one-day loss in fair valughenCompany's foreign currency sensitive finanicisiruments, derived using the VaR
model, was $11.7 million at May 31, 1998. The Comphelieves that this amount is immaterial and suah a hypothetical loss in fair value
of its derivatives would be offset by increasethim value of the underlying transactions being keédg

The Company's interest rate risk is also monitaigidg a variety of techniques. Notes 5 and 14 écdbnsolidated Financial Statements
outline the principal amounts, weighted averagerett rates, fair values and other terms requoedaluate the expected cash flows and
sensitivity to interest rate changes.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS A ND ANALYST REPORTS

Certain written and oral statements made or inaeted by reference from time to time by NIKE orriépresentatives in this report, other
reports, filings with the Securities and Exchangen@ission, press releases, conferences, or otherans "forward-looking statements”
within the meaning of the Private Securities Litiga Reform Act of 1995 ("the Act"). Forward-lookjrstatements include, without

limitation, any statement that may predict, forécislicate, or imply future results, performanceachievements, and may contain the words
"believe,"” "anticipate," "expect," "estimate,"” "jot,” "will be," "will continue,” "will likely result," or words or phrases of similar meaning.
Forward-looking statements involve risks and uraieties which may cause actual results to diffetemially from the forward-looking
statements. The risks and uncertainties are détfden time to time in reports filed by NIKE withé S.E.C., including Forms 8-K, 1D-and
10K, and include, among others, the following: intgfanal, national and local general economic ancketaconditions (including the curre
Asian economic problems); the size and growth efdaberall athletic footwear, apparel, and equipnmeatkets; intense competition among
designers, marketers, distributors and sellershdétic footwear, apparel, and equipment for constsnand endorsers; demographic changes;
changes in consumer preferences; popularity ofquéat designs, categories of products, and spse@sonal and geographic demand for
NIKE products; the size, timing and mix of purctaeéNIKE's products; fluctuations and difficulty forecasting operating results, includi
without limitation, the fact that advance "futurestiers may not be indicative of future revenues tduthe changing mix of futures and at-
once orders; the ability of NIKE to sustain, managéorecast its growth and inventories; new pradieelopment and introduction; the
ability to secure and protect trademarks, patemd,other intellectual property; performance atidbdity of products; customer service;
adverse publicity; the loss of significant custosner suppliers; dependence on distributors; busines
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disruptions; increased costs of freight and trartgion to meet delivery deadlines; changes inress strategy or development plans; gel
risks associated with doing business outside theedistates, including, without limitation, impaltties, tariffs, quotas and political and
economic instability; changes in government reguorest; liability and other claims asserted againd€E the ability to attract and retain
qualified personnel; and other factors referenaedanrporated by reference in this report and ioteports.

The risks included here are not exhaustive. Othetians of this report may include additional fastahich could adversely impact NIKE's
business and financial performance. Moreover, NtfErates in a very competitive and rapidly changingronment. New risk factors
emerge from time to time and it is not possiblerf@magement to predict all such risk factors, @oric assess the impact of all such risk
factors on NIKE's business or the extent to whia factor, or combination of factors, may causealctesults to differ materially from those
contained in any forward-looking statements. Gitrase risks and uncertainties, investors shoulglagce undue reliance on forwakbking
statements as a prediction of actual results.

Investors should also be aware that while NIKE dé&esn time to time, communicate with securitiesilgsts, it is against NIKE's policy to
disclose to them any material non-public informatiw other confidential commercial information. Acdingly, shareholders should not
assume that NIKE agrees with any statement or téggred by any analyst irrespective of the contétiie statement or report. Furthermore,
NIKE has a policy against issuing or confirmingdittial forecasts or projections issued by othensisTto the extent that reports issuec
securities analysts contain any projections, fasescar opinions, such reports are not the respibitsialk NIKE.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTAL DATA

Management of NIKE, Inc. is responsible for theomfiation and representations contained in thisrtepbe financial statements have been
prepared in conformity with the generally accemedounting principles we considered appropriathéncircumstances and include some
amounts based on our best estimates and judgn@this: financial information in this report is costeint with these financial statements.

The Company's accounting systems include contedgded to reasonably assure that assets are aedfedudrom unauthorized use or
disposition and which provide for the preparatiéfimancial statements in conformity with generallgcepted accounting principles. These
systems are supplemented by the selection andnigaih qualified financial personnel and an orgatianal structure providing for
appropriate segregation of duties.

An Internal Audit department reviews the resulté®fvork with the Audit Committee of the BoardDirectors, presently consisting of three
outside directors of the Company. The Audit Comaeitis responsible for recommending to the Boaidictors the appointment of the
independent accountants and reviews with the intigre accountants, management and the interndlstaffi the scope and the results of
the annual examination, the effectiveness of tlwewaating control system and other matters relatintpe financial affairs of the Company as
they deem appropriate. The independent accourdantthe internal auditors have full access to e Rittee, with and without the presence
of management, to discuss any appropriate matters.
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REPORT OF INDEPENDENT ACCOUNTANTS

Portland, Oregon

June 30, 1998

To the Board of Directors and
Shareholders of NIKE, Inc.

In our opinion, the accompanying consolidated foialnstatements listed in the index appearing utider 14(a)(1) and (2) on page 41
present fairly, in all material respects, the ficahposition of NIKE, Inc. and its subsidiarieshday 31, 1998 and 1997, and the results of
operations and their cash flows for each of thedtyears in the period ended May 31, 1998, in eanifg with generally accepted accounting
principles. These financial statements are theoresipility of the Company's management; our residlitg is to express an opinion on these
financial statements based on our audits. We cdadwr audits of these statements in accordantegenerally accepted auditing stande
which require that we plan and perform the audatitain reasonable assurance about whether thecfalastatements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digids in the financial statements,
assessing the accounting principles used and &igntfestimates made by management, and evaluagnaverall financial statement
presentation. We believe that our audits provideasonable basis for the opinion expressed above.
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NIKE, INC.

CONSOLIDATED STATEMENT OF INCOME

YEAR ENDED MAY 31,

1998 1997 1996

(IN MILLIONS, EXCEPT PER SHARE DATA)

REVENUES.....oocveieieiiee e $9,553.1 $9,186.5 $6,470.6
Costs and expenses:

Costsof saleS....vvveveeieiieiiiiiiiiciceeeee 6,065.5 5,503.0 3,906.7

Selling and administrative........ccccccceeeeeee. L 2,623.8 2,303.7 1,588.6
Interest expense (Notes 4 and 5)......cccoceeeeee. L 60.0 52.3 39.5
Other income/expense, net (Notes 1, 10 and 11)... ... 20.9 32.3 36.7
Restructuring charge (Note 13).....ccccccoeeeeee. L. 129.9 - -

8,900.1 7,891.3 55715

Income before income taxes............ccccvvveees
Income taxes (NOte 6)..........ccceeerriinenennne

......... 653.0 1,295.2 899.1
......... 253.4 499.4 345.9

NEtINCOME.....coovviveciieceecie e $ 3996 $ 795.8 $ 553.2

Basic earnings per common share (Notes 1 and 9).... ... $ 138 $ 276 $ 193

Diluted earnings per common share (Notes 1 and 9).. ... $ 135 $ 268 $ 1.88

The accompanying notes to consolidated financééstents are an integral part of this statement.
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NIKE, INC.

CONSOLIDATED BALANCE SHEET

MAY 31,
1998 1997
(IN MILLIONS)
ASSETS
Current Assets:
Cash and equivalents.........cccccovvveeveeeee. L $ 108.6 $ 4454
Accounts receivable, less allowance for doubtful accounts
of $71.4 and $57.2....ccccvvviiiiiiien 1,674.4 1,754.1
Inventories (Note 2) 1,396.6 1,338.6
Deferred income taxes (Note 6)......cccccceeeeeee. L. 156.8 135.7
......... 196.2 157.1

Prepaid expenses (Note 1)........cccceeeuveeeenne
Total current assets.............c......

Property, plant and equipment, net (Note 3)........
Identifiable intangible assets and goodwill (Note 1
Deferred income taxes and other assets (Notes 1 and

Total assets.......ccceeeeeeeeeiieinns

LIABILITIES AND SHAREHOLDERS

Current Liabilities:
Current portion of long-term debt (Note 5).......
Notes payable (NOte 4).........cccceeervireenn.
Accounts payable (Note 4).
Accrued liabilities............. .
Income taxes payable..........c.cccoevvviinnnne

Total current liabilities................

Long-term debt (Notes 5 and 14)....................
Deferred income taxes and other liabilities (Notes

Commitments and contingencies (Notes 12 and 15)....

Redeemable Preferred Stock (Note 7)................
Shareholders' equity (Note 8):
Common Stock at stated value:

Class A convertible--101.5 and 101.7 shares

outstanding.........ccccvvveiiiiiiieneennnn.

Class B--185.5 and 187.6 shares outstanding...
Capital in excess of stated value................
Foreign currency translation adjustment..........
Retained earnings.........ccccceveeeveveniennnns

Total shareholders' equity...............

Total liabilities and shareholders' equity.........

Yo . .
B)...... 2759 1437
......... $5,397.4 $5,361.2
"EQUITY
$ 16 $ 22
480.2  553.2
584.6  687.1
608.5 570.5
289 539
......... 1,703.8 1,866.9
379.4  296.0
523 421
0.3 0.3
0.2 0.2
2.7 2.7
......... 2625  210.6
......... (47.2)  (31.3)
......... 3,043.4 2,973.7
......... 3,261.6 3,155.9
......... $5,397.4 $5,361.2
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NIKE, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED MAY 31,

1998 1997 1996

(IN MILLIONS)
Cash provided (used) by operations:
NEetiNnCOME....coovviiiiiisi e, $399.6 $7958 $553.2
Income charges (credits) not affecting cash:
Depreciation........ccooeeevvcveeenvccces 184.5 138.0 97.2
Non-cash portion of restructuring charge...... ... 59.3 -- --
Deferred income taxes........ccoeevcvvveeeee L (113.9) (47.1) (73.3)
Amortization and other..........ccooeeeeeeee. L 49.0 30.3 32.7
Changes in certain working capital components:
Increase in inventories........ccceeeeeeeeeee. (58.0) (416.7) (301.4)
Decrease (increase) in accounts receivable.... ... 79.7 (485.6) (292.9)
Increase in other current assets............... ... (12.6) (56.9) (20.0)
(Decrease) increase in accounts payable, accru ed
liabilities and income taxes payable........ ... (70.1) 365.3 344.2
Cash provided by operations.......ccccceeeeeee. L. 5175 323.1 339.7
Cash provided (used) by investing activities:
Additions to property, plant and equipment....... ... (505.9) (465.9) (216.4)
Disposals of property, plant and equipment....... ... 16.8 24.3 12.8
Increase in other assets......c.cccooeeceeeeeee. Ll (87.4) (43.8) (26.4)
Decrease in other liabilities...........ccoeeec.. L (18.5) (10.8) (9.7)
Cash used by investing activities................ .. .. (595.0) (496.2) (239.7)
Cash provided (used) by financing activities:
Additions to long-term debt..........cccoooeeeeeee. L 101.5 300.5 5.0
Reductions in long-term debt including current port ion...... (2.5) (5.2) (30.49)
(Decrease) increase in notes payable.............. .. (73.0) 92.9 48.0
Proceeds from exercise of options.......c.cccc...... L. 32.2 26.3 21.2
Repurchase of stock.......cccocvvvvvvevevenee. (202.3) - (18.7)
Dividends--common and preferred........cccoceeeeee. L (127.3) (100.9) (78.9)
Cash (used) provided by financing activities..... ... (271.4) 3136 (53.8)
Effect of exchange rate changes on cash............ . ... 12.1 (0.2) (0.2)
Effect of May 1996 cash flow activity for certain
subsidiaries (NOte 1)....cccvvveveeeeeveiiiieeeee - 43.0 --
Net (decrease) increase in cash and equivalents.... ... (336.8) 183.3 46.0
Cash and equivalents, beginning of year............ ... 4454  262.1 216.1
Cash and equivalents, end of year........ccc........ .. $108.6 $4454 $262.1
Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest (net of amount capitalized)......... ... $ 522 $ 440 $ 328
INCOME tAXES. ..ot 360.5 543.1 359.3

The accompanying notes to consolidated financééstents are an integral part of this statement.
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NIKE, INC.

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

COMMON S TOCK
--------------------------------- CAPITAL IN FOREIGN
CLASS A CLASS B EXCESS CURRENCY
------------------------------ OF STATED TRANSLATION RET AINED
SHARES AMOUNT SHARES AMOUNT VALUE ADJUSTMENT EAR NINGS TOTAL
(IN MILLIONS)
BALANCE AT MAY 31, 1995........ 259 $0.2 456 $2.7 $122.4 $ 16 $1, 837.8 $1,964.7
Stock options exercised........ 0.7 32.8 32.8
Conversion to Class B Common
StOCK...iecvvieeiiireeiis (0.7) 0.7 -
Repurchase of Class B Common
StOCK. .o 0.2) (0.4) (18.3) (18.7)
Two-for-one Stock Split October
30,1995 25.9 45.7

Translation of statements of

non-U.S. operations (18.1) (18.1)
Netincome.........c.ceeveee 553.2 553.2
Dividends on Common Stock...... (82.5) (82.5)
BALANCE AT MAY 31, 1996........ 51.1 0.2 92.5 2.7 154.8 (16.5) 2, 290.2 2,431.4
Stock options exercised........ 15 55.8 55.8
Conversion to Class B Common

StOCK...eevvvreiiiieeins (0.3) 0.3 -
Two-for-one Stock Split October

23,1996.....cccnivirinne 50.9 93.3
Translation of statements of

non-U.S. operations.......... (14.8) (14.8)
Netincome.........ccceeeee 795.8 795.8
Dividends on Common Stock...... ( 108.2) (108.2)
Net income for the month ended

May 1996, due to the change

in fiscal year-end of certain

non-U.S. operations (Note

1) (4.1) (4.1)
BALANCE AT MAY 31, 1997........ 101.7 0.2 187.6 2.7 210.6 (31.3) 2, 973.7 3,155.9
Stock options exercised........ 2.1 57.2 57.2
Conversion to Class B Common

StOCK...iecviieiiiireeins (0.2) 0.2 -
Repurchase of Class B Common

StOCK. .o (4.4) (5.3) ( 197.0) (202.3)
Translation of statements of

non-U.S. operations (15.9) (15.9)
Netincome.........c.ceeeeee 399.6 399.6
Dividends on Common Stock...... ( 132.9) (132.9)
BALANCE AT MAY 31, 1998........ 1015 $0.2 1855 $2.7 $262.5 $(47.2) $3, 043.4 $3,261.6



NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
BASIS OF CONSOLIDATION:

The consolidated financial statements include to®ants of the Company and its subsidiaries. Athificant intercompany transactions and
balances have been eliminated. Prior to fiscal $687, certain of the Company's non-U.S. operatiepsrted their results of operations on a
one month lag which allowed more time to compilsuits. Beginning in the first quarter of fiscal yd897, the one month lag was elimina
As a result, the May 1996 charge from operationshese entities of $4.1 million was recorded diyet retained earnings in the first quai

of fiscal year 1997.

RECOGNITION OF REVENUES:
Revenues recognized include sales plus fees eamsdles by licensees. Sales are recognized uumestt of product.
ADVERTISING:

Advertising production costs are expensed the s the advertisement is run. Media (TV and prmé&cement costs are expensed in the
month the advertising appears. Total advertisiry@omotion expenses were $1.13 billion, $978.3ioniland $642.5 million for the years
ended May 31, 1998, 1997 and 1996, respectivetjudied in prepaid expenses and other assets wasillion and $111.9 million at Me
31, 1998 and 1997, respectively, relating to prepalivertising and promotion expenses.

CASH AND EQUIVALENTS:
Cash and equivalents represent cash and shorttiéghty liquid investments with original maturitie$ three months or less.
INVENTORY VALUATION:

Inventories are stated at the lower of cost or eai&ost is determined using the last-in, first4@uWEO) method for substantially all U.S.
inventories. Non-U.S. inventories are valued omsd-fn, first-out (FIFO) basis.

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION:

Property, plant and equipment are recorded at Begireciation for financial reporting purposes éseiimined on a straight-line basis for
buildings and leasehold improvements and pringipati a declining balance basis for machinery andpeaent, based upon estimated useful
lives ranging from two to forty years.

IDENTIFIABLE INTANGIBLE ASSETS AND GOODWILL:

At May 31, 1998 and 1997, the Company had paténatdemarks and other identifiable intangible asats a value of $220.7 million and
$219.2 million, respectively. The Company's exadgsurchase cost over the fair value of net agsfesisinesses acquired (goodwill) was
$321.0 million and $326.3 million at May 31, 199&1a1997, respectively.

Identifiable intangible assets and goodwill arengeamortized over their estimated useful lives straight-line basis over five to forty years.
Accumulated amortization was $105.9 million and .@&million at May 31, 1998 and 1997, respectivélgnortization expense, which is
included in other income/expense, was $19.8 mill&#9.8 million and $21.8 million for the years eddViay 31, 1998, 1997 and 1996,
respectively.

27



NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
Intangible assets are periodically reviewed byGbenpany for impairments where the fair value is libgn the carrying value.

OTHER LIABILITIES:

Other liabilities include amounts with settlemeates beyond one year, and are primarily composéhgfterm deferred endorsement
payments of $9.5 million and $15.8 million at Mal, 3998 and 1997, respectively. Deferred paymenentorsers relate to amounts due
beyond contract termination, which are discountedhdous interest rates and accrued over the aoinpreriod.

ENDORSEMENT CONTRACTS:

Accounting for endorsement contracts is based gpeunific contract provisions. Generally, endorsermpayments are expensed uniformly
over the term of the contract after giving recogmito periodic performance compliance provisiohthe contracts. Contracts requiring
prepayments are included in prepaid expenses er aisets depending on the length of the contract.

FOREIGN CURRENCY TRANSLATION:

Adjustments resulting from translating foreign ftianal currency financial statements into U.S. ai@lare included in the currency transla
adjustment in shareholders' equity.

DERIVATIVES:

The Company enters into foreign currency contrectgder to reduce the impact of certain foreigrrency fluctuations. Firmly committed
transactions and the related receivables and payafdy be hedged with forward exchange contragisrehased options. Anticipated, but
not yet firmly committed, transactions may be hetitteough the use of purchased options. Premiurngsgmaepurchased options and any
gains are included in prepaid expenses or accrabilities and are recognized in earnings wherttéwsaction being hedged is recognized.
Gains and losses arising from foreign currency &dwand option contracts, and cross-currency sveasactions are recognized in income or
expense as offsets of gains and losses resulting thhe underlying hedged transactions. Hedge éfswtss is determined by evaluating
whether gains and losses on hedges will offsetsgainl losses on the underlying exposures. Thisietiah is performed at inception of the
hedge and periodically over the life of the hedgecasionally, hedges may cease to be effectiveagrim terminated prior to recognition of
the underlying transaction. Gains and losses asethedges are deferred and included in the batfie einderlying transaction. Hedges are
terminated if the underlying transaction is no lengxpected to occur and the related gains anddaa® recognized in earnings. Cash flows
from risk management activities are classifiechim $ame category as the cash flows from the reiatedtment, borrowing or foreign
exchange activity. See Note 15 for further disaussi

INCOME TAXES:

Income taxes are provided currently on financiateshent earnings of non-U.S. subsidiaries expeoteéd repatriated. The Company intends
to determine annually the amount of undistributed-b).S. earnings to invest indefinitely in its nOrS. operations.

The Company accounts for income taxes using thet assl liability method. This approach requiresrdmgnition of deferred tax assets and
liabilities for the expected future tax consequenaetemporary differences between the carryinguatmand the tax bases of other assets
liabilities. See Note 6 for further discussion.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) EARNINGS PER SHARE:

Basic earnings per common share is calculated\bgidg net income by the average number of comniames outstanding during the year.
Diluted earnings per common share is calculateddpysting outstanding shares, assuming convergiat potentially dilutive stock options.

On October 23, 1996 and October 30, 1995, the Coynisaued additional shares in connection with famene stock splits effected in the
form of a 100% stock dividend on outstanding Clasmd Class B common stock. The per common shaoiars in the Consolidated
Financial Statements and accompanying notes haedmjusted to reflect these stock splits.

MANAGEMENT ESTIMATES:

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates,
including estimates relating to assumptions thigicathe reported amounts of assets and liabilétres disclosure of contingent assets and
liabilities at the date of financial statements #melreported amounts of revenues and expensegydte reporting period. Actual results
could differ from these estimates.

RECLASSIFICATIONS:

Certain prior year amounts have been reclassifiebhform to fiscal 1998 presentation. These chaihge no impact on previously reported
results of operations or shareholders' equity.

NOTE 2--INVENTORIES:

Inventories by major classification are as follows:

MAY 31
1998 1997
(IN MILLIONS)
Finished goods.........ccoooevvvvviveeiieeeeees $1,303.8 $1,248.4
WOrK-iN-progress......ccoveeveviveeeesiiieeaeee 34.7 50.2
Raw materialS......ccooovevviiieiiiieee 58.1 40.0

$1,396.6 $1,338.6

The excess of replacement cost over LIFO cost ®as9$million and $20.7 million at May 31, 1998 avdy 31, 1997 respectively.
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NIKE, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 3--PROPERTY, PLANT AND EQUIPMENT:

Property, plant and equipment includes the follawin

MAY 31

1998 1997

(IN MILLIONS)
0 o o $ 930 $ 90.8
BUIldINGS. e 337.3 241.1
Machinery and equipment..........cccccovcvveeee. L 887.4 735.7
Leasehold improvements........ccccccovvvveeenneeee L 253.7 206.6
Construction in proCesS.......ccoeveeevvcvveeennee 248.2 151.6

1,819.6 1,425.8
Less Accumulated Depreciation.........ccccoeeeeeee. L 666.5 503.4

$1,153.1 $ 922.4

Capitalized interest expense was $6.5 million, $2ilon and $0.9 million for the fiscal years endglay 31, 1998, 1997 and 1996
respectively.

NOTE 4--SHORT-TERM BORROWINGS AND CREDIT LINES:

Notes payable to banks and interest bearing acsqayable to Nissho lwai American Corporation (N)A&Ce summarized belo\

MAY 31,
1998 1997
BORROW INGS INTEREST RATE BORROWINGS INTERES T RATE
(1 N (IN
MILLI ONS) MILLIONS)
Banks:
Non-U.S. Operations..................... $368 4 6.47% $553.2 4.0 8%
U.S. Operations............ccccvvvenees 111 8 5.64% -- - -
$480 2 $553.2
NIAC. ...t $280 1 5.99% $414.1 6.1 4%

The Company has outstanding loans at interest attesrious spreads above the banks' cost of flandimancing non-U.S. operations. U.S.
operations were funded principally with commergiaper. Certain of these loans can be secured lopatscreceivable and inventory.

The Company purchases through Nissho Iwai Amer@amporation ("NIAC") substantially all of the athilefootwear and apparel it acquires
from nonU.S. suppliers. Accounts payable to NIAC are gdhedaie up to 120 days after shipment of goods ftbeforeign port. Interest «
such accounts payable accrues at the ninety dagdromterbank Offered Rate (LIBOR) as of the begigrof the month of the invoice date,
plus .30%.

At May 31, 1998 and 1997, the Company had no autistg borrowings under its $500 million unsecuradltiple option facility with eleven
banks, which matures on October 31, 2002, and on31a1998 the Company had no outstanding borrosvingler its $250 million
unsecured multiple option facility with ten bankghich matures on May 20, 1999. These agreementsicooptional borrowing alternatives
consisting of a committed revolving loan facilitgcha competitive bid facility. The interest rateaded on both the $500 million and the $
million agreements, is determined by the borrowdptjon and, under the committed revolving loanlfiagiis either the LIBOR rate plus .1¢
or the higher of the Fed Funds rate plus
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 4--SHORT-TERM BORROWINGS AND CREDIT LINES: (CO NTINUED)

.50% or the Prime Rate. The $500 million and thg0$illion agreements provide for annual fees @60 and .045% respectively, of the
total commitment. Under these agreements, the Coynpaust maintain, among other things, certain mimmspecified financial ratios with
which the Company was in compliance at May 31, 1998

Ratings for the Company to issue commercial papkich is required to be supported by committed amcbmmitted lines of credit, are Al
by Standard and Poor's Corporation and P1 by Meddyestor Service. At May 31, 1998 there was $@ilbon outstanding and at May 31,
1997 there were no amounts outstanding under #regagements.

NOTE 5--LONG-TERM DEBT:

Long-term debt includes the following:

MAY 31

1998 1997

(IN MILLIONS)
6.375% Medium terms notes, payable December 1, 2003 ... $199.3 $199.2
4.30% Japanese yen notes, payable June 26, 2011.... ... 771 924
6.51% Medium term notes, payable June 16, 2000..... ... 50.0 -
6.69% Medium term notes, payable June 17, 2002..... ... 50.0
Other. i 4.6 6.6

Totaloieioiii e 381.0 298.2

Less current maturitieS.....c.ccoeevveevvvces L 1.6 2.2

In December of 1996, the Company filed a $500 omlishelf registration with the Securities and ExgeCommission and issued $200
million seven-year notes, maturing December 1, 20®3une of 1997, the Company issued an additidh@0 million medium-term notes
under this program with maturities of June 16, 2806 June 17, 2002. Interest on these notes isspaiidtannually. The proceeds were
subsequently exchanged for Dutch Guilders and éma European subsidiary. The Company enteredsimtip transactions to hedge the
foreign currency exposure related to the repayroktite intercompany loan.

In June of 1996, the Company's Japanese subsiahargwed 10.5 billion yen in a private placementhwa maturity of June 26, 2011. Inter
is paid semi-annually. The agreement provides dolyeetirement after year ten.

The Company's long-term debt ratings are A+ by &iesshand Poor's Corporation and Al by Moody's ItoreService. Amounts of long-term
maturities in each of the five fiscal years 199®tigh 2003, respectively, are $1.6 million, $1.0Uion, $51.0 million, $0.4 million and $50.1
million.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 6--INCOME TAXES:
Income before incoming taxes and the provisiorifoome taxes are as follows:

YEAR ENDED MAY 31,

1 998 1997 1996
(IN MILLIONS)
Income before income taxes:
United States............cccveeveveeeeinens $ 648.2 $1,008.0 $644.8
FOreign.......ceveveveeeeeeeiesiiiiies 4.8 287.2 254.3
$ 653.0 $1,295.2 $899.1
Provision for income taxes:
Current:
United States
Federal.........cccoovvevviieiieennn, $ 258.4 $ 359.4 $247.5
State...cocvivee e 43.1 74.7 42.6
Foreign.......coccoveeiiiiieieieeeee 69.4 112.7 1274
370.9 546.8 4175
Deferred:
United States
Federal........ccovvveevcieneeieinnn, (40.2) (21.1) (33.0)
State...coceive e (8.8) (5.1) (7.7
Foreign......ocoveeiiiiiieieeee (68.5) (21.2) (30.9)
( 117.5) (47.4) (71.6)
$ 253.4 $ 499.4 $345.9

A benefit has been recognized for foreign lossyarwards of $277.6 million at May 31, 1998. Theefign loss carryforwards of $105.7
million expires in 2003 and $20.3 million expiresA005. The remaining $151.6 million of foreignda=arryforwards do not expire. As of
May 31, 1998, the Company has utilized all fordigx credits.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 6--INCOME TAXES: (CONTINUED)
Deferred tax liabilities (assets) are comprisetheffollowing:

MAY 31
1998 1997
(IN MILLIONS)
Undistributed earnings of foreign subsidiaries..... ... $ 21 $ 30
L@ 1 =Y O 12.3 13.0
Gross deferred tax liabilities...........ccc..... . 14.4 16.0
Allowance for doubtful accounts..........ccoeeeee. L (18.8) (16.1)

Inventory reserves...........c......
Deferred compensation

S (30.8) (26.6)

Reserves and accrued liabilities................... ... (68.1) (50.7)
Tax basis inventory adjustment...........ccoeeee.. L (19.5) (19.3)
Depreciation......cccceevviiiieeiiiieeeeeeeeeee (17.3) (8.4)
Foreign loss carry forwards.........cccoocvvveee. L (89.6) (32.1)
Other..oiiiiii e (19.9) (9.6)
Gross deferred tax assets.......ccoovveeeeeeeeee L (305.5) (193.1)
Net deferred tax assets........ccceevvveveveeeeee L $(291.1) $(177.1)

A reconcilation form the U.S. statutory income tate to the effective income tax rate follows:

YEAR ENDED MAY 31,

1998 1997 1996

U.S. Federal statutory rate............ccccc...... .... 35.0% 35.0% 35.0%

State income taxes, net of federal benefit......... ... 34 35 26
Other, Net......ccoovvieiiiiiieeeeeee ... A4 1 .9
Effective income tax rate.............ccoeeeenne .... 38.8% 38.6% 38.5%

NOTE 7--REDEEMABLE PREFERRED STOCK:

NIAC is the sole owner of the Company's authoriRedeemable Preferred Stock, $1 par value, whiobdisemable at the option of NIAC

par value aggregating $0.3 million. A cumulativeidend of $.10 per share is payable annually on Btagnd no dividends may be declared
or paid on the Common Stock of the Company unlesdahds on the Redeemable Preferred Stock have deaared and paid in full. There
have been no changes in the Redeemable Prefeekl iBtthe three years ended May 31, 1998. As tidehn of the Redeemable Preferred
Stock, NIAC does not have general voting rightsdngs have the right to vote as a separate clasgea@ale of all or substantially all of the
assets of the Company and its subsidiaries, onanergnsolidation, liquidation or dissolution oétlEompany or on the sale or assignment of
the NIKE trademark for athletic footwear sold i tnited States.

NOTE 8--COMMON STOCK:

The authorized number of shares of Class A ComntockSho par value and Class B Common Stock no glarevare 110.0 million and 350.0
million, respectively. In 1997 the Company annouhadwo-for-one stock split which was effectedhia form of a 100% stock dividend on
outstanding Class A and Class B Common Stock, @atdber 23, 1996. In fiscal year 1996, a similan-far-one stock split was announced,
paid October 30, 1995. Each share of Class A Confatock is convertible into one share of Class B
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 8--COMMON STOCK: (CONTINUED)
Common Stock. Voting rights of Class B Common Staeklimited in certain circumstances with respecdhe election of directors.

The Company's Employee Incentive Compensation @hen’'1980 Plan") was adopted in 1980 and expireBecember 31, 1990. The 1980
Plan provided for the issuance of up to 13.4 millélnares of the Company's Class B Common Stoctirinection with the exercise of stock
options granted under such plan. No further grasitdhe made under the 1980 Plan.

In 1990, the Board of Directors adopted, and ttegedtolders approved, the NIKE, Inc. 1990 Stock tige Plan (the "1990 Plan™). The 19
Plan provides for the issuance of up to 25.0 nmlktares of Class B Common Stock in connection stiibk options and other awards
granted under such plan. The 1990 Plan authotiiegriint of incentive stock options, non-statusiock options, stock appreciation rights,
stock bonuses, and the sale of restricted stoak.ekircise price for incentive stock options matybeless than the fair market value of the
underlying shares on the date of grant. The exemmige for non-statutory stock options and stqmraciation rights, and the purchase price
of restricted stock, may not be less than 75% effdlir market value of the underlying shares ondéite of grant. No consideration will be
paid for stock bonuses awarded under the 1990 Pla11990 Plan is administered by a committee ®Bbard of Directors. The committee
has the authority to determine the employees tanvawards will be made, the amount of the awards th@ other terms and conditions of
the awards. As of May 31, 1998, the committee antgd substantially all non-statutory stock optiah100% of fair market value on the
date of grant under the 1990 Plan.

In addition to the option plans discussed abowe Gbmpany has several agreements outside of the wligh certain directors, endorsers and
employees. As of May 31, 1998, 8.0 million optiavith exercise prices ranging from $0.417 per sha®53.625 per share had been granted.
The aggregate compensation expenses related magesements is $21.1 million and is being amattaeer vesting periods from October
1980 through December 2001. The outstanding agnetsrepire from December 1998 through December 2009

During 1995, the Financial Accounting StandardsrBassued SFAS 123, "Accounting for Stock Based gemsation," which defines a fair
value method of accounting for an employee stodlonmr similar equity instrument and encouragad,does not require, all entities to
adopt that method of accounting. Entities electingto adopt the fair value method of accountinginmiake pro forma disclosures of net
income and earnings per share, as if the fair viahsed method of accounting defined in this stat¢inas been applied.

The Company has elected not to adopt the fair valehod; however, as required by SFAS 123, the Gompas computed for pro forma
disclosure purposes, the value of options granteuhgl fiscal years 1998, 1997 and 1996 using tleelBIScholes option pricing model. The
weighted average assumptions used for stock ogtamts for 1998, 1997 and 1996 were a dividendlyd¢[1%, expected volatility of the
market price of the Company's common stock of 3@p4998 and 30% for 1997 and 1996, a weighted-geceapected life of the options of
approximately five years and interest rates of % 2thd 4.28% for fiscal 1998, 6.42% and 6.56% feecdl 1997 and 5.92% and 5.97% for
fiscal 1996. These interest rates are reflectiveption grant dates made throughout the year.

Options were assumed to be exercised over thereypacted life for purposes of this valuation. #gtments for forfeitures are made as they
occur. For the years ended May 31, 1998, 1997 886, the total value of the options granted, forolvmo previous expense has been
recognized, was computed as approximately $31.omil$29.1 million and $18.2 million respectivelyhich would be amortized on a
straight line basis over the vesting period ofdpdons. The weighted average fair value per sbhtiee options granted in 1998, 1997 and
1996 are $18.54, $17.39 and $7.15, respectively.
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NOTE 8--COMMON STOCK: (CONTINUED)
If the Company had accounted for these stock optigsued to employees in accordance with SFASth23Company's net income and pro

forma net income and net income per share andgpnaef net income per share would have been repastéallows:

1998 1997 1996
NET DILUTED BASIC NET DILUTED BASIC NET DILUTED BASIC
INCOME EPS EPS | NCOME EPS EPS INCOME EPS EPS
(IN MIL LIONS, EXCEPT PER SHARE DATA)
As reported.......... $399.6 $1.35 $1.38 $ 795.8 $2.68 $2.76 $553.2 $1.88 $1.93
Pro Forma............ 388.7 132 1.35 788.7 2.66 2.73 5504 187 1.92

The pro forma effects of applying SFAS 123 maybwtepresentative of the effects on reported reeine and earnings per share for future
years since options vest over several years anitladd awards are made each ye

The following summarizes the stock option transantiunder plans discussed above (adjusted fopplicable stock splits):

WEIGHTED AVERAGE
SHARES OPTION PRICE

(IN THOUSANDS)

Options outstanding May 31, 1995................. 11,916 $10.87
Exercised........ccooieiiiiiiieiiiienn (2,281) 7.90
Surrendered.........ccccevevieeeeeeiiiiis (66) 17.07
Granted.........ccovvviieeeinee e, 2,690 21.25

Options outstanding May 31, 1996................. 12,259 13.67
Exercised...... (2,012) 11.28
Surrendered. (55) 23.50
Granted........cceeviiieeeniieiee e 1,692 48.93

Options outstanding May 31, 1997................. 11,884 19.05
EXxercised..........cooeivvviiiiiiiiiieneennn (2,132) 11.28
Surrendered. (91) 23.50
Granted........cceeviiieeeniieiee 1,960 55.83

Options outstanding May 31, 1998................. 11,621 26.30

Options exercisable at May 31,

1996, 4,225 8.35
1997 i 5,219 11.33
1998...ciiiiiie e 6,826 15.98
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NOTE 8--COMMON STOCK: (CONTINUED)
The following table sets forth the exercise pri¢hs,number of options outstanding and exercisaidethe remaining contractual lives of the

Company's stock options at May 31, 1998:

NUMBER OF WEIGHTED AVERAGE  NUMBER OF
OPTIONS  WEIGHTED AVER AGE CONTRACTUALLIFE OPTIONS  WEIGHTED AVERAGE
EXERCISE PRICE  OUTSTANDING  EXERCISE PRI CE REMAINING  EXERCISABLE EXERCISE PRICE
(IN THOUSANDS) (YEARS)  (IN THOUSANDS)

$3.125 - $13.6250... 3,408 $10.05 3.19 3,400 $10. 04
13.9375-14.9375.. 2,314 14.61 5.39 1,851 14. 53
17.5625 - 48.1880.. 2,693 24.63 7.24 1,135 23. 24
48.2500 - 74.8750.. 3,206 53.65 8.54 441 49. 07

NOTE 9--EARNINGS PER SHARE:

SFAS 128, "Earnings per Share" replaces primaryfalhddiluted earnings per share with basic andtdd earnings per share. Under the |
requirements, the dilutive effect of stock optigmexcluded from the calculation of basic earnipgsshare. Diluted earnings per share is
calculated similarly to fully diluted earnings mrare as required under APB 15. SFAS 128 becaraetiet for the Company's fiscal 1998
financial statements. All prior period earnings pleare data presented have been restated to cotfdhm provisions of this statement.

The following represents a reconciliation from lsaesarnings per share to diluted earnings per share:

1998 1997 1996

(IN MILLIONS, EXCEPT PER
SHARE DATA)
Determination of shares:

Average common shares outstanding................. ... 288.7 288.4 286.6

Assumed conversion of stock options............... ... 6.3 86 7.0
Diluted average common shares outstanding.......... ... 295.0 297.0 293.6
Basic earnings per common share...........cocc..... . ... $1.38 $2.76 $1.93
Diluted earnings per common share.........cocce.. . ... $1.35 $2.68 $1.88

NOTE 10--BENEFIT PLANS:

The Company has a profit sharing plan availabkutastantially all employees. The terms of the plahfor annual contributions by the
Company as determined by the Board of Directoraitfmitions of $11.2 million, $18.5 million and $55million to the plan are included in
other expense in the consolidated financial statgser the years ended May 31, 1998, 1997 and,I@86ectively.

The Company has a voluntary 401(k) employee sayifags The Company matches a portion of employagribmtions with Common Stoc
vesting that portion over 5 years. Company contigims to the savings plan were $8.1 million, $6i8iom and $4.7 million for the years
ended May 31, 1998, 1997 and 1996 respectively.

36



NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 11--OTHER INCOME/EXPENSE, NET:

Included in other income/expense for the years @day 31, 1998, 1997 and 1996, is interest incofr&l6.5 million, $20.1 million and
$16.1 million, respectively. The Company's subsidiBauer Inc, recognized a one-time restructudnarge in fiscal year 1997 of $18.1
million for a plan which entails, among other thengioving certain products to offshore productind alosing certain facilities.

NOTE 12--COMMITMENTS AND CONTINGENCIES:

The Company leases space for its offices, warelsoarse retail stores under leases expiring fromtomgneteen years after May 31, 1998.
Rent expense aggregated $129.6 million, $84.1anillind $52.5 million for the years ended May 3884997 and 1996, respectively.
Amounts of minimum future annual rental commitmaumsler non-cancelable operating leases in eadtedfue fiscal years 1999 through
2003 are $92.7 million, $89.6 million, $79.5 mitio$72.9 million, $60.2 million, respectively, a$id26.8 million in later years.

Lawsuits arise during the normal course of businkesthe opinion of management, none of the pentinguits will result in a significant
impact on the consolidated results of operatiorfnancial position.

NOTE 13--RESTRUCTURING CHARGE:

During the fourth quarter of fiscal 1998 the Compaecorded a restructuring charge of $129.9 milksra result of certain of the Company's
actions to better align its cost structure witheotpd revenue growth rates. The restructuring iiesv(shown below in tabular format)
primarily relate to: 1) the elimination of job resysibilities company-wide, resulting in costs irmearto sever employees and related asset
write-downs and lease abandonments related tdfibbeted employees; 2) the relocation of, and elation of, certain job responsibilities of
the Asia Pacific headquarters in Hong Kong, resglin reduction in workforce, lease abandonmentsaiher costs of downsizing the Hong
Kong headquarters; 3) the downsizing of the Comisaigpan distribution center, resulting in the evdbwn of assets no longer in use; 4) the
cancellation of certain non-strategic long-termasdment contracts, resulting in one-time termamafees; and 5) the decision to exit certain
manufacturing operations of the Bauer subsidiasulting in the reduction in manufacturing relagus, the write-down of assets no longer
in use and the estimated loss on divestiture datemanufacturing plants.

The Company expects the plans associated with tieese to be substantially completed during the fialf of fiscal 1999, with many of the
costs associated with the reduction in workfordadpéncurred and paid in the fourth quarter of filsgear 1998. Assets that are no longer in
use have been sold or are held for sale at Mag 48 and were written down to their estimatedyailues less costs of sale.

Employees were terminated from almost all areak@fCompany, including marketing, sales and aditnatise areas. The total number of
employees terminated was 1,208, with 984 havirtghef Company as of May 31, 1998. The remainingleyges will leave the Company
during fiscal 1999.
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NOTE 13--RESTRUCTURING CHARGE: (CONTINUED)
Details of the restructuring charge are as follows:

CASH/ RESTRUCTURING RES ERVE BALANCE
DESCRIPTION NON-CASH CHARGE ACTIVITY A T 5/31/98
(IN MILLIONS)
Elimination of Job Responsibilities
Company-Wide........c..ccoeveevveeeireeenen. $ (49.8) $18.8 $(31.0)
Severance packages.......ccccocveeeernunnenn. cash (29.1) 9.0 (20.1)
Lease cancellations & commitments.............. cash (10.8) 0.2 (10.6)
Write-down of assets...........cccccvvvvevenns non-cash (9.6) 9.6 --
[©]1 1= U cash (0.3) - (0.3)
Downsizing the Asia Pacific Headquarters in Hong
100 3T USRI (13.1) 5.4 (7.7)
Severance packages........cccccccevvvvereeennn. cash (4.6) 2.3 (2.3)
Lease cancellations & commitments.............. cash (5.5) 0.1 (5.4)
Write-down of assets........cocceeevieieeenne non-cash (3.0) 3.0 --
Downsizing the Japan Distribution Center......... (31.6) 25.4 (6.2)
Write-off of assets........ccoceeviiiieeenne non-cash (12.5) 125 --
Software development costs..................... cash/non-cash (19.1) 12.9 (6.2)
Cancellation of Endorsement Contracts............ cash (5.6) 0.6 (5.0)
Exiting Certain Manufacturing Operations at
BaUEer ..o (22.7) 19.9 (2.8)
Write-down of assets..........c.ccccvvvvenenns non-cash (14.7) 14.7 --
Divestiture of manufacturing facilities........ non-cash (5.2) 5.2 --
Lease cancellations & commitments.............. cash (1.6) - (1.6)
Severance packages.......ccccocveeeernuenenn. cash 1.2) - 1.2)
Other....oiiiiiiiiece e (7.1) 2.4 4.7)
Cash....ccooiiie cash (0.6) - (0.6)
NON-Cash........cocceveiiiiiiiieieeee non-cash (6.5) 2.4 4.1)
Effect of foreign currency translation........... -- 1.8 1.8
Total oo $(129.9) $74.3 $(55.6)

NOTE 14--FAIR VALUE OF FINANCIAL INSTRUMENTS:

The carrying amounts reflected in the consolid&@i@dnce sheet for cash and equivalents and noyablesapproximate fair value as reported
in the balance sheet due to the short maturitike.fair value of long-term debt is estimated uslisgounted cash flow analyses, based on the
Company's incremental borrowing rates for simijgues of borrowing arrangements. The fair valughef€ompany's long-term debt,

including current portion, is approximately $38#mélion, compared to a carrying value of $381.0limil at May 31, 1998 and $295.9

million, compared to a carrying value of $298.2limil at May 31, 1997. See Note 15 for fair valualefivatives.

NOTE 15--FINANCIAL RISK MANAGEMENT AND DERIVATIVES:

The purpose of the Company's foreign currency heggctivities is to protect the Company from thek that the eventual dollar cash flows
resulting from the sale and purchase of productsrigign currencies will be adversely affected barges in exchange rates. In addition, the
Company seeks to manage the impact of foreign rayréuctuations related to the repayment of imenpany borrowings. The Company
does not hold or issue financial instruments fadimg purposes. It is the Company's policy tozdililerivative financial instruments to reduce
foreign exchange risks where internal netting sgi@s cannot be effectively
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 15--FINANCIAL RISK MANAGEMENT AND DERIVATIVES: (CONTINUED)
employed. Fluctuations in the value of hedgingrimsients are offset by fluctuations in the valué¢hef underlying exposures being hedged.

The Company uses forward exchange contracts amthi@sed options to hedge certain firm purchasesaled commitments and the related
receivables and payables including other thirdyparintercompany foreign currency transactiongcRased currency options are used to
hedge certain anticipated but not yet firmly contedittransactions expected to be recognized witheny@ar. Cross-currency swaps are used
to hedge foreign currency denominated paymentsectta intercompany loan agreements. Hedged tréoea@re denominated primarily in
European currencies, Japanese yen and Canadiansd@ltemiums paid on purchased options and afigg@éa@ains are included in prepaid
expenses or accrued liabilities and recognizedinirgs when the underlying transaction is recagphiDeferred option premiums paid, ne
realized gains, were $21.7 million and $14.5 millat May 31, 1998 and 1997, respectively. Gainslasgks related to hedges of firmly
committed transactions and the related receivabidsgpayables are deferred and are recognizeddmieor as adjustments of carrying
amounts when the offsetting gains and losses aognézed on the underlying transaction. Net redliaed unrealized gains on forward
contracts deferred at May 31, 1998 and 1997 wePeO%illion and $28.0 million, respectively.

The estimated fair values of derivatives used tigbeehe Company's risks will fluctuate over timbeTair value of the forward exchange
contracts is estimated by obtaining quoted markieep. The fair value of option contracts is estedausing option pricing models widely
used in the financial markets. These fair value am®should not be viewed in isolation, but raiherelation to the fair values of the
underlying hedged transactions and the overallataluin the Company's exposure to adverse fluidnatin foreign exchange rates. The
notional amounts of derivatives summarized belomaibnecessarily represent amounts exchanged Ipetties and, therefore, are not a
direct measure of the exposure to the Company ¢frits use of derivatives. The amounts exchangedalculated on the basis of the
notional amounts and the other terms of the daviest which relate to interest rates, exchange mat@ther financial indices.

The following table presents the aggregate notipriacipal amounts, carrying values and fair valokthe Company's derivative financial
instruments outstanding at May 31, 1998 and 1997.

MAY 31,
1 998 1997
NOTIONAL NOTIONAL
PRINCIPAL C ARRYING FAIR PRINCIPAL CARRYING FAIR
AMOUNT VALUES VALUES AMOUNTS VALUES VALUE S
(IN MILLIONS)
Currency SWapS.......cccceeeeeenes $ 300.0 $30.8 $30.3 $ 200.0 $19.4  $13.7
Forward Contracts.................. 2,453.1 3.0 62.3 2,328.5 14.8 47.4
Purchased Options.................. 232.4 7.7 1.9 413.7 9.7 9.4
L] - | $2,985.5 $41.5 $94.5 $2,942.2 $439 $70.5

At May 31, 1998 and May 31, 1997, the Company hadantracts outstanding with maturities beyond yesr except the currency swaps
which have maturity dates consistent with the migtaiates of the related debt. All realized gaioséles deferred at May 31, 1998 will be
recognized within one year.

The counterparties to derivative transactions anfinancial institutions with high investmentagle credit ratings and, additionally,
counterparties to derivatives three years or greaall AAA rated. However, this does not elimathe Company's exposure to credit risk
with these institutions. This credit risk is gerlgramited to the unrealized gains in such contsashould any of these counterparties fail to
perform as contracted and is immaterial to anyiosttution at May 31, 1998 and 1997. To manags tisk, the Company has established
strict counterparty credit guidelines which aretowrally monitored and reported to
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 15--FINANCIAL RISK MANAGEMENT AND DERIVATIVES: (CONTINUED)
Senior Management according to prescribed guideliibe Company utilizes a portfolio of financiastitutions either headquartered or
operating in the same countries the Company coadiscbusiness. As a result, the Company consttierask of counterparty default to be

minimal.
NOTE 16--INDUSTRY SEGMENT AND OPERATIONS BY GEOGRAPHIC AREAS:

The Company operates predominantly in one indisstgyment: the design, production, marketing anéhgedif sports and fitness footwear,
apparel, equipment and accessories. During 1998, 48d 1996, sales to one major customer amouaitepiproximately 11%, 12% and 12%
of total sales, respectively. The geographic distion of the Company's revenues, operating incanteidentifiable assets, are summarize
the following table. Inter-geographic revenues,chiare recorded at a negotiated mark-up and eltetdna consolidation, are not material.

YEAR ENDED MAY 31,

1998 1997 1996

(IN MILLIONS)
Revenues from unrelated entities:
United StateS......coovveeeevieeeceeceee. $5,452.5 $5,529.1 $3,964.7
BUIOPE. .o 2,143.7 1,833.7 1,334.3
Asia/PacifiC......cccccevvvvviiiiieieene. 1,255.7 1,245.2 735.1
Latin America/Canada and other............... ... 701.2 578.5 436.5

$9,553.1 $9,186.5 $6,470.6

Operating income:

United States......coccvvvvcenivnceneee $ 598.3 $ 969.0 $ 697.1
BUIOPE. .o, 185.6 170.6 145.7
Asia/PacCifiC.....ccccovviveiiiiiiceee (34.6) 1750 123.6
Latin America/Canada and other................. ... 140.5 71.3 55.9
Less corporate, interest and other income (exp ense) and
eliminations.......ccccoovevvevvvcee. (236.8) (90.7) (123.2)

$ 653.0 $1,295.2 $ 899.1

Assets:

United StateS.....ccccvvvvveeviciveevicees $3,115.2 $2,994.0 $2,372.0

BUIOPE. .o, 1,409.4 1,272.9 941.5

Asia/lPacifiC......cccccveeeiviiiieceeceeee. 480.7 665.8 386.5

Latin America/Canada and other................ ... 372.7 328.7 188.8

Total identifiable assets.........ccceeeeeee.. L. 5,378.0 5,261.4 3,888.8

Corporate cash and eliminations.............. . ... 194 99.8 62.8
Total @sSetS.....coceevveveevveevcieeeee $5,397.4 $5,361.2 $3,951.6
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PART 1lI
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

There has been no change of accountants nor aagrdamments with accountants on any matter of aticmuprinciples or practices or
financial statement disclosure required to be regunder this Item.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The Company has filed with the Securities and ErgeaCommission its definitive proxy statement dakedust 13, 1998 for the annual
meeting of shareholders to be held on September3®8B. The information required by this Item widispect to the Company's directors is
incorporated herein by reference from pages 2 titrdj and page 10 of such proxy statement. Infaamaialled for by this Item with respect
to the Company's executive officers is set fortHar'Executive Officers of the Registrant” in Itdnof this Report.

The information required by Items 11-13 of Partdlincorporated herein by reference from the iatid pages of the Company's definitive
Proxy Statement dated August 13, 1998 for its J®88ial meeting of shareholders.

PROXY
STATEMENT
PAGE NO.
ITEM 11. EXECUTIVE COMPENSATION......ccceeevieiees. e 7,11-19
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
ITEM 12. MANAGEMENT ....ccooiiiiiiiiiiiiieees s 8-10
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSAC TIONS.............. 19-21

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K

(A) THE FOLLOWING DOCUMENTS ARE FILED AS PART OF T3 REPORT:

FORM 10-K
PAGE NO.
1. FINANCIAL STATEMENTS:
Report of Independent Accountants........ccceeeeee. L 22
Consolidated Statement of Income for each of the th ree years
ended May 31, 1998......ccccoviiviieiiiiiieeneeee 23
Consolidated Balance Sheet at May 31, 1998 and 1997 ... 24
Consolidated Statement of Cash Flows for each of th e three
years ended May 31, 1998......cccccccvvveeeeevnnnns 25
Consolidated Statement of Shareholders' Equity for each of
the three years ended May 31, 1998............... ... 26
Notes to Consolidated Financial Statements......... ... 27
2. FINANCIAL STATEMENT SCHEDULES:
VIll--Valuation and Qualifying Accounts............. ... F-1
IX--Short-Term Borrowings........ccoceeevecveeeees F-2

All other schedules are omitted because they arapmicable or the required information is showrthie financial statements or notes the
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3. EXHIBITS:

3.1 Restated Articles of Incorporation, as amende
by reference from Exhibit 3.1 to the Compan
Report on Form 10-Q for the fiscal quarter
31, 1995).

3.2 Third Restated Bylaws, as amended (incorporat
from Exhibit 3.2 to the Company's Quarterly
10-Q for the fiscal quarter ended August 31

4.1 Restated Articles of Incorporation, as amende
3.1).

4.2 Third Restated Bylaws, as amended (see Exhibi

4.3 Form of Indenture between the Company and The
Bank of Chicago, as Trustee (incorporated b
from Exhibit 4.01 to Amendment No. 1 to Reg
Statement No. 333-15953 filed by the Compan
26, 1996).

10.1 Credit Agreement dated as of September 15, 19
Inc., Bank of America National Trust & Savi
Association, individually and as Agent, and
banks party thereto (incorporated by refere
Company's Quarterly Report on Form 10-Q for
quarter ended August 31, 1995).

10.2 Form of non-employee director Stock Option Ag
(incorporated by reference from Exhibit 10.
Company's Annual Report on Form 10-K for th
ended May 31, 1993).*

10.3 Form of Indemnity Agreement entered into betw
and each of its officers and directors (inc
reference from the Company's definitive pro
filed in connection with its annual meeting
shareholders held on September 21, 1987).

10.4 NIKE, Inc. Restated Employee Incentive Compen
(incorporated by reference from Registratio
33-29262 on Form S-8 filed by the Company o
1989).*

10.5 NIKE, Inc. 1990 Stock Incentive Plan (incorpo
reference from the Company's definitive pro
filed in connection with its annual meeting
shareholders held on September 22, 1997).*

10.6 NIKE, Inc. Executive Performance Sharing Plan
by reference from the Company's definitive
filed in connection with its annual meeting
shareholders held on September 18, 1995).*

10.7 NIKE, Inc. Long-Term Incentive Plan (incorpor
reference from the Company's definitive pro
filed in connection with its annual meeting
shareholders held on September 22, 1997).*

10.8 Collateral Assignment Split-Dollar Agreement
Inc. and Philip H. Knight dated March 10, 1
(incorporated by reference from Exhibit 10.
Company's Annual Report on Form 10-K for he
ended May 31, 1994).*

12.1 Computation of Ratio of Earnings to Fixed Cha

21 Subsidiaries of the Registrant.

23 Consent of Price Waterhouse, independent cert
accountants (set forth on page F-3 of this
on Form 10-K).

d (incorporated
y's Quarterly
ended August

ed by reference
Report on Form
, 1995).

d (see Exhibit

t3.2).

First National
y reference
istration
y on November

95 among NIKE,
ngs

the other

nce from the
the fiscal
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3tothe
e fiscal year

een the Company
orporated by
Xy statement
of

sation Plan
n Statement No.
n June 16,

rated by
Xy statement
of

(incorporated
proxy statement
of

ated by
Xy statement
of

between NIKE,
994

7 to the

fiscal year

rges.

ified public
Annual Report

* Management contract or compensatory plan or gearent.

Upon written request to Investor Relations, NIKG.| One Bowerman Drive, Beaverton, Oregon 97036the Company will furnish
shareholders with a copy of any Exhibit upon payneéi$.10 per page, which represents the Compaegsonable expenses in furnishing
such Exhibits.

(B) The following reports on Form 8-K were filed thie Company during the last quarter of fiscal 1998

April 24, 1998 Item 5. (Other Events) Earnings release regarding results of third
quarter o f fiscal 1998 and restructuring
charge.
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SCHEDULE I

VALUATION AND QUALIFYING ACCOUNTS

(IN MILLIONS)
BALA NCE AT
BEGI NNING CHARGED TO CHARGED TO WRITE-OFFS BAL ANCE AT
OF COSTS AND OTHER NET OF E ND OF
DESCRIPTION PE RIOD EXPENSES ACCOUNTS RECOVERIES P ERIOD
FOR THE YEAR ENDED MAY 31, 1996:
Allowance for doubtful accounts.............. $3 2.7 $20.5 $(1.1) $@B7) 3 43.4
Other assets........cccccovvvvveiniineeenn. 0.0 0.0
$3 27 %205 $(11) $@B87 $ 43.4
FOR THE YEAR ENDED MAY 31, 1997:
Allowance for doubtful accounts.............. $4 34 $25.5 $ 1.7 $(13.4) $ 57.2
Other assets.......ccccevviveeeiiiiieeenn. 0.0 0.0
$4 34 $25.5 $ 1.7 $(13.4) $ 57.2
FOR THE YEAR ENDED MAY 31, 1998:
Allowance for doubtful accounts.............. $5 7.2 $39.8 $(7.00 $(186) $ 71.4
Other assets.........ccccovcvvveiriineeenn. 0.0 0.0
$5 72 $398  $(7.0) $(186) $ 71.4




SCHEDULE IX
NIKE, INC.

SHORT-TERM BORROWINGS(1)

(IN MILLIONS)
WEIG HTED
AVE RAGE
MAXIMUM AVERAGE INTE REST
WEIGHTED AMOUNT AMOUNT RA TE
BAL ANCE AVERAGE OUTSTANDING OUTSTANDING DUR ING
AT E ND OF INTEREST DURING THE DURING THE T HE
PER 10D RATE PERIOD(2) PERIOD(3) PERI OD(3)
FOR THE YEAR ENDED MAY 31, 1996:
Notes payable to banks:
U.S. Operations.........ccccceeueeeniernns $ - ~-% $ 1385 $ 64.6 6. 36%
Non-U.S. Operations..........c..cccuueee.. 4 451 4.38 481.3 356.8 3. 86
$ 4 45.1 $ 619.8 $ 4214
Interest bearing accounts payable to
NIAC(4)...eveeiiiiieeeee e $ 2 374 580% $ 2374 $ 186.2 6. 00%
FOR THE YEAR ENDED MAY 31, 1997:
Notes payable to banks:
U.S. Operations.............cccoveeeuneens $ - -% $ 1582 $ 456 5. 38%
Non-U.S. Operations...........ccceeeeeens 5 53.2 4.08 553.2 436.6 3. 61
$5 53.2 $ 7114  $ 4822
Interest bearing accounts payable to NIAC.... $ 4 141 6.14% $ 4141 $ 2949 5. 93%
FOR THE YEAR ENDED MAY 31, 1998:
Notes payable to banks:
U.S. Operations.............cccveeevneens $1 11.8 564% $ 3285 $ 829 6. 32%
Non-U.S. Operations...........ccceeeeeees 3 68.4  6.47 574.7 364.5 6. 19
$ 4 80.2 $ 9032 $ 4474
Interest bearing accounts payable to NIAC.... $ 2 80.1 599% $ 3539 $ 2854 6. 05%

Notes:
(1) For information pertaining to the general tewhshort-term borrowings, see Note 4 to the Cddatéd Financial Statements.
(2) Represents the maximum amount of short-termoladng outstanding at a month-end during the rethpeperiod.

(3) The average amount outstanding during the gesicalculated by dividing the total of princigmltstanding at each month-end by 12. The
weighted average interest rate during the periadlisulated by dividing the interest expense ferytbar by the average amount outstanding.

(4) NIAC refers to Nissho Iwai American Corporati@nsubsidiary of Nissho Iwai Corporation, a Jagarteading company.
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CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémt¢ee documents listed below, of our report dakede 30, 1998, which appears on Page
22 of this Annual Report on Form 10-K:

1. Prospectus constituting part of the NIKE, Inegi®tration Statement on Form S-8 No. 2-81419);

2. Prospectus constituting part of the NIKE, Inegitration Statement on Form S-8 (No. 33-29262);
3. Prospectus constituting part of the NIKE, InegRtration Statement on Form S-3 (No. 33-43205);
4. Prospectus constituting part of the NIKE, InegRtration Statement on Form S-3 (No. 33-48977);
5. Prospectus constituting part of the NIKE, Inegitration Statement on Form S-3 (No. 33-41842);
6. Prospectus constituting part of the NIKE, InegRtration Statement on Form S-8 (No. 33-6399%(]; a
7. Prospectus constituting part of the NIKE, Inegitration Statement on Form S-3 (No. 333-15953).
PricewaterhouseCoopers LLP

Portland, Oregon
August 26, 1998
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

NIKE, INC.

Dat e: August 26, 1998 By: /s/ PHLIP H KN GHT

PH LI P H KN GHT,
CHAI RMAN OF THE BOARD AND
CH EF EXECUTI VE OFFI CER

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXBNGE ACT OF 1934, THIS REPORT HAS BEEN SIGNED
BELOW BY THE FOLLOWING PERSONS ON BEHALF OF THE RE&IRANT AND IN THE CAPACITIES AND ON THE DATES
INDICATED.

SIGNATURE TITLE DATE

PRINCIPAL EXECUTIVE OFFICER AND DIRECTOR:

/s/ PHILIP H. KNIGHT Chairman of the Board August 26, 1998
----- and Chief Executive
PHILIP H. KNIGHT Officer

PRINCIPAL FINANCIAL AND ACCOUNTING OFFICER:

/sl ROBERT E. HAROLD Interim Chief Financial ~ August 26, 1998
----- Officer

ROBERT E. HAROLD
DIRECTORS:

/s/ WILLIAM J. BOWERMAN Director August 26, 1998

WILLIAM J. BOWERMAN

/sl THOMAS E. CLARKE Director August 26, 1998

THOMAS E. CLARKE

/sl JILL K. CONWAY Director August 26, 1998

JILL K. CONWAY

/sl RALPH D. DENUNZIO Director August 26, 1998

RALPH D. DENUNZIO



SIGNATURE

/s/ RICHARD K. DONAHUE

RICHARD K. DONAHUE

/s/ DELBERT J. HAYES

DELBERT J. HAYES

/sl DOUGLAS G. HOUSER

DOUGLAS G. HOUSER

/sl JOHN E. JAQUA

JOHN E. JAQUA

/sl KENICHI OHMAE

KENICHI OHMAE

/sl CHARLES W. ROBINSON

CHARLES W. ROBINSON

/sl A. MICHAEL SPENCE

A. MICHAEL SPENCE

/s/ JOHN R. THOMPSON, JR.

JOHN R. THOMPSON, JR.

Director

Director

Director

Director

Director

Director

Director

Director

DATE

August 26, 1998

August 26, 1998

August 26, 1998

August 26, 1998

August 26, 1998

August 26, 1998

August 26, 1998
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EXHIBIT 12.1

NIKE, INC.

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

YEAR ENDED MAY 31,

(IN MILLIONS)

NEetiNCOME.....cooviiiiiiiieeee e $399.6 $ 795.8 $553.2
INCOME tAXES...cvvvvivieiiiiiiiieeeeeeee 253.4 4994 3459

Income before income taxes..........coeeeeeeeee. L 653.0 1,295.2 899.1
Add fixed charges

Interest expense(A)....cccocvvveeeevcieeeeneeee 66.5 55.1 404

Interest component of leases(B).......ccccceeeeee. L 43.2 28.0 175

Total fixed charges.......ccocoevvvveeees L 109.7 83.1 579

Earnings before income taxes and fixed charges(C).. ... $756.2 $1,375.5 $956.1
Ratio of earnings to total fixed charges........... ... 6.89 16.55 16.51

(A) Interest expense includes interest both exptase capitalized.
(B) Interest component of leases includes one-thfirgntal expense, which approximates the interestponent of operating leases.

(C) Earnings before income taxes and fixed chaigyesclusive of capitalized intere



EXHIBIT 21

SUBSIDIARIES OF THE REGISTRANT.

NIKE, Inc. has 36 wholl-owned subsidiaries, 6 of which operate in the éthibtates, and 30 of which operate in foreign agemtAll of the
subsidiaries, except for NIKE IHM, Inc., carry dretsame line of business, namely the design, magketistribution and sale of athletic and

leisure footwear, apparel, accessories, and retagpment. NIKE IHM, Inc., a Missouri corporatiananufactures and sells various types of
plastics.



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE MAY 31,1998 FORM 10-K AND
IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCHIRANCIAL STATEMENTS.

MULTIPLIER: 1,000,000

PERIOD TYPE 12 MOS
FISCAL YEAR END MAY 31 199¢
PERIOD END MAY 31 199¢
CASH 10¢
SECURITIES 0
RECEIVABLES 1,67¢
ALLOWANCES 71
INVENTORY 1,397
CURRENT ASSET 3,53¢
PP&E 1,82(
DEPRECIATION 667
TOTAL ASSETS 5,39
CURRENT LIABILITIES 1,70¢
BONDS 37¢
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 3
OTHER SE 3,25¢
TOTAL LIABILITY AND EQUITY 5,39
SALES 9,55
TOTAL REVENUES 9,55
CGS 6,06¢
TOTAL COSTS 6,06¢
OTHER EXPENSE! 2,73¢
LOSS PROVISION 40
INTEREST EXPENSE 60
INCOME PRETAX 652
INCOME TAX 252
INCOME CONTINUING 40C
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 40C
EPS PRIMARY 1.3¢

EPS DILUTED 1.3¢



ARTICLE 5

THIS SCHEDULE CONTAINS RESTATED SUMMARY FINANCIALNFORMATION EXTRACTED FROM THE RESPECTIVE
CONSOLIDATED BALANCE SHEETS AS OF FEB-28-1998 NO\O-37 AUG-31-97 AND MAY-31-97 AND THE RELATED
STATEMENTS OF INCOME AND CASH FLOWS FOR THE RESPHWE PERIODS THEN ENDED AND IS QUALIFIED IN ITS

ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

RESTATED:
MULTIPLIER: 1,000,000

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSE!
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED

9 MOS
MAY 31 199¢
FEB 28 199
15C

0
1,81(
63
1,56¢
3,89¢
1,71(
61¢
5,63¢
1,831
38t

0

0

3
3,372
5,63¢
7,24¢
7,24¢
4,50¢
4,50¢
1,90¢
25

47

765
29¢
467

467
1.61
1.5¢

6 MOS
MAY 31 199¢
NOV 30 199

14C
0
1,75¢
58
1,44¢
3,67¢
1,632
581
5,38
1,49¢
38¢€
0

0

3
3,45¢
5,38¢
5,021
5,021
3,07
3,07¢
1,25¢
15
34
641
247
394

394
1.3¢€
1.3¢

3 MOS
MAY 31 199¢
AUG 31 199

40¢
0
1,99-
61
1,29¢
4,00:
1,513
541
5,62¢
1,79¢
39:
0

0

3
3,38¢
5,62¢
2,76¢
2,76¢
1,66¢
1,66
664

17
412
15¢
25¢

258
.87
.8t

12 MOS
MAY 31 1997
MAY 31 1997

44%
0
1,754
57
1,33¢
3,831
1,42¢
50¢
5,361
1,861
29¢€



ARTICLE 5

THIS SCHEDULE CONTAINS RESTATED SUMMARY FINANCIALNFORMATION EXTRACTED FROM THE RESPECTIVE
CONSOLIDATED BALANCE SHEETS AS OF FEB-28-97 NOV-3I- AUG-31-97 AND MAY-31-96 AND THE RELATED
STATEMENTS OF INCOME AND CASH FLOWS FOR THE RESPHWE PERIODS THEN ENDED AND IS QUALIFIED IN ITS

ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

RESTATED:
MULTIPLIER: 1,000,000

PERIOD TYPE 9 MOS 6 MOS 3 MO¢S 12 MOS
FISCAL YEAR END MAY 31 1997 MAY 31 1997 MAY 31 1997 MAY 31 199¢
PERIOD END FEB 28 199 NOV 30 199¢ AUG 31 199t MAY 31 199¢
CASH 301 26¢& 39¢ 262
SECURITIES 0 0 0 0
RECEIVABLES 1,85( 1,572 1,627 1,34¢
ALLOWANCES 61 50 54 43
INVENTORY 1,08¢ 981 90¢ 931
CURRENT ASSET 3,501 3,071 3,14« 2,721
PP&E 1,29¢ 1,201 1,11% 1,04¢
DEPRECIATION 46€ 443 42t 404
TOTAL ASSETS 4,94t 4,421 4,42¢ 3,952
CURRENT LIABILITIES 1,604 1,46¢ 1,627 1,467
BONDS 28¢ 98 107 10
PREFERRED MANDATORY 0 0 0 0
PREFERREL 0 0 0 0
COMMON 3 3 3 3
OTHER SE 3,01z 2,817 2,654 2,42¢
TOTAL LIABILITY AND EQUITY 4,94~ 4,421 4,42¢ 3,952
SALES 6,81 4,38¢ 2,282 6,471
TOTAL REVENUES 6,81 4,38¢ 2,28z 6,471
CGS 4,07t 2,64( 1,36z 3,901
TOTAL COSTS 4,07t 2,64( 1,362 3,907
OTHER EXPENSES 1,631 1,05¢ 534 1,60¢
LOSS PROVISION 23 12 4 21
INTEREST EXPENSE 39 23 13 40
INCOME PRETAX 1,04¢ 65€ 36¢ 89¢
INCOME TAX 40t 25k 145 34¢€
INCOME CONTINUING 64C 403 22¢ 55z
DISCONTINUED 0 0 0 0
EXTRAORDINARY 0 0 0 0
CHANGES 0 0 0 0
NET INCOME 64C 403 22€ 552
EPS PRIMARY 2.22 1.4C 0.7¢ 1.9
EPS DILUTED 2.1¢ 1.3¢ 0.7¢ 1.8¢
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