EDGAROnline

NIKE INC

FORM 8-K

(Current report filing)

Filed 03/26/13 for the Period Ending 03/21/13

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

ONE BOWERMAN DR
BEAVERTON, OR 97005-6453
5036713173

0000320187

NKE

3021 - Rubber and Plastics Footwear
Footwear

Consumer Cyclical

05/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2013, EDGAR Online, Inc. All Rights Reserved.

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


http://www.edgar-online.com

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

FORM 8-K
CURRENT REPORT

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

Date of Report (Date of earliest event reported): March 21, 201!
NIKE, Inc.
(Exact name of registrant as specified in cha
OREGON 1-10635 93-0584541
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NO CHANGE

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

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

O Written communications pursuant to Rule 425 untberSecurities Act (17 CFR 230.4z2
O Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
O Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))

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




Item 2.02 Results of Operations and Financial Contlbn

On March 21, 2013, NIKE, Inc. held a public telepbaall to discuss its financial results for trexél quarter February 28, 2013. The
transcript of the conference call is furnished hétte as Exhibit 99.1.

Item 9.01 Financial Statements and Exhibits

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

99.1 Transcript of earnings release conferenceocalllarch 21, 2013.
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FY 2013 Q3 Earnings Release Conference Call Transpt
March 21, 2013

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

PRESENTATION

Operator : Good afternoon, everyone. Welcome to NIKE's i@t 3 third quarter conference call. For those whed to reference today's
press release you'll find it at http://investorsainc.com. Leading today's call is Kelley Hall, ¥iPresident, Treasury and Investor Relations.
Before | turn the call over to Ms. Hall, let me ti@chyou that participants on this call will makevi@rd-looking statements based on current
expectations and those statements are subjecttiircasks and uncertainties that could causeadcasults to differ materially. These risks
and uncertainties are detailed in the reports fil@tl the SEC including forms 8-K, 10-K, and 10-Q.

Some forward-looking statements concern future rgrieat are not necessarily indicative of changésetal revenues for subsequent periods
due to mix of futures and at-once orders, exchaatgefluctuations, order cancellations, discounts /eturns which may vary significantly
from quarter-to-quarter. In addition, it is impartdo remember a significant portion of NIKE, Isacontinuing operations including
equipment; NIKE Golf, Converse, and Hurley areinctuded in these futures numbers.

Finally, participants may discuss non-GAAP finahameasures, including references to wholesale adgmt sales. References to total
wholesale equivalent sales are only intended taigeocontext as to the overall current market faatpf the brands owned by NIKE, Inc.
and should not be relied upon as a financial meastactual results. Participants may also makereetes to other non-public financial and
statistical information and non-GAAP financial meges. Discussion of non-public financial and stat#d information and presentations of
comparable GAAP measures and quantitative recatioifis can be found at Nike's website, http://in@esnikeinc.com.

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

Kelley Hall, Vice President, Treasury and InvestoiRelations: Thank you operator. Hello everyone and thank yaydiming us today to
discuss Nike's fiscal 2013 third quarter results.

As the operator indicated, participants on todeglsmay discuss non-GAAP financial measures. Ydufind the appropriate reconciliations
in our press release which was issued about andgmjrand at our website: http://investors.nike&om.

Joining us on today's call will be NIKE, Inc. Pesnt and CEO Mark Parker, followed by Charlie Den$resident of the NIKE Brand, and
finally you will hear from our Chief Financial Oéfer, Don Blair, who will give you an in depth rewi®f our financial results.

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

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

Mark Parker, President & Chief Executive Officer, NIKE, Inc.: Thanks, Kelley.

| feel good about Q3, another very strong quadeNiKE. Our results show the power of our stratémynanage the pace and the quality of
growth. NIKE, Inc. third-quarter revenues were 3¢ 6n a reported basis and up 10% on a currencyatduaisis. That growth was well
balanced across most of our brands, key categami@geographies. Gross margin grew 30 basis pesntwior year, better than projected.
And diluted Earnings Per Share outpaced revenusthraip 20% to $0.73.

Those are outstanding results that illustrate #iaesof having deep and genuine connections tetathl\We learn from them. They inspire us.
And our results show that consumers continue tdreegalue of products that deliver innovation &whic style, which is at the heart of wi
we do at NIKE. This focus on delivering consumehtiproducts and services has helped us contindewe growth even in uncertain
economic times.

We have a powerful portfolio of businesses anduesgs. And we manage every piece of our businegidually and as a collective.

We know that not all areas of the business will\ged the same pace or at the same time. Wh're able to do is leverage the strongest g



of the business to fund investments in long-terowgih across the portfolio. We also focus on marmgie levers of the profit equation;
balancing revenue growth, gross margin expansidrcast. Our goal is to deliver consistent, proféagrowth at the NIKE, Inc. level, even
though there will be variability in the individuabmponents. That is the nature of a globally dizdnssiness. My leadership team and | rel
laser focused on managing the portfolio to captieeopportunities it creates. This was on full tigpn Q3.

The NIKE Brand continues to expand the market aid ghare in North America. Incredible performafroe our biggest sport businesses
across almost the entire Category Offense.

In China, we're seeing progress against our stydiegeset the marketplace but we still have morea before we can capture its long-term
growth potential.

In Europe, we are still in the early stages of iempénting the Category Offense. Not every countiygrdw at the same pace. But there is
good momentum for NIKE in Germany, the UK and ia tteveloping markets of Central and Eastern Eulogemntinue to see tremendous
potential for growth in Europe long-term. And Corseis connecting with young people on a localllaveund the world, delivering 12%
growth in Q3. As you know, over the last two yeaesconverted to owned-distribution in the UK andr@hWe're seeing strong results for
Converse in both those markets as we take moreatafitour brand, distribution and product assoriine

If you know me at all, and most of you do, you knitvat my roots are in design anchlan unabashed product geek. So | want to shareab
glimpse, just a sample of what we delivered in @3 what you can expect going forward.

NIKE FlyKnit is a technology that created a lotexititement right out of the gate with athletes aodsumers. Wre already broadening its
base across categories. And we're blending it oftier technologies to achieve new levels of peréoroe like you see in the NIKE FlyKnit
Lunar 1+ running shoe. At the same time we’re ableduce our environmental footprint, tremendooteptial in NIKE FlyKnit for nearanc
long-term impact across the company. The MercM#dor 9 football boot is the latest iteration ifranchise we started 15 years ago. Today,
like then, it's the lightest, fastest and most aiobs boot design we've ever done.

We advanced three of the most successful shoehiissscin history. The Air Jordan 28 delivered icostiyle and new plate technology. We
added five new styles to the Air Force 1 family.ddhe Air Max 2013 shoe signaled a re-emergencBIfSE Air as the standard in impact
protection.

We even used a 3D printer to create a state ddrtheleated outsole that was used in competitidgheaNFL Combine, where 7 of the 10
fastest times were run in that cleat. Unbelievabtmtwear is really wide open at NIKE and so is agb. Our NIKE Pro and Pro Combat b
layer and protection products are the most innweedti the industry. NIKE Sphere, Dri FIT Knit, Hyparm and HyperCool are game
changers in athletic apparel. We're ramping upiouestments in Apparel performance innovation, idscaying off in the marketplace.

In short, we're flowing amazing products, serviaes experiences through the innovation pipelinatstalways been my top priority as
CEO, and it's the source of NIKE’s consistent griowver the long term.

Looking ahead, there are some amazing opporturidieNIKE. I'll highlight three. First, let’s loolat digital technology. As I've said before,
it's really an amplifier of what NIKE does and hglgimensionalize the business in three importayswaigitally enabled products and
services, digital brand connections and e-commeed.we're executing on those opportunities rigbivn

In the longer term, digital at NIKE is really a abst for innovation. It's a currency we use toastrand grow the business, the same way
NIKE Fuel points is the currency of movement we tasmspire athletes

More immediately, digital helps us realize our ersfor e-commerce. In Q3 our online business gra% 3- outpacing the growth in our total
DTC business and for total NIKE, Inc. We've deliedrstrong double-digit results in our e-commercsrimss every quarter for the last 5
years.

That said, I'm not satisfied. Right now e-commaeigca relatively small portion of our total revenlidere’s a pretty big gap between where e-
commerce is today and where we can take it. Soewtiving more innovation into the shopping expecie, elevating the level of service and
expanding customization online. At the same tim&evgmplifying the user experience making it easiefind and buy our products. | can
assure you given the size of the opportunity; emegyon the leadership team shares my sense ofayrgeound e-commerce.

Second, let’s look at Brazil. A place we have beeimg business in for the past 20 years. | wasethest last week, in Rio and Sao Paulo, and
the excitement is obvious; incredible pride andcgation ahead of World Cup next year and the Qg in 2016. I'm really looking

forward to working with those athletes, teams agdkfations. These events are special in the wanld they serve as inspiration points to
push the boundaries of what's possible in innovatiey bring out the best in us at NIKE, alwayséyatways will.

And that brings me to my final thought, somethirmyg typically discussed on our earnings call and'sheerving human potential. | was in
Chicago recently with First Lady Michelle Obamahtlp launch Let's Move Active Schools. NIKE is pigiaig $50M as part of our ongoing
commitment to broadening access to sports andrigelpiverse the crisis of physical inactivity fodsi

I mention it for a couple of reasons. First, it’personal commitment, and | want to do whateveml to support it — to raise awareness and
serve as a catalyst for others to get involvedhig itmportant issue.

Second, it speaks to the core of who we are aspaoy. Our mission statement focuses on innovatimhinspiration, because that's how we
help athletes realize their full potential. We aiake an important cue from our co-founder Bill Bsman who said, “If you have a body, you
are an athlet” It’s a statement of inclusic— and i’s a rejection of limit— whether the're seltimposed or put on us by others. And | beli



that physical activity is an incredibly powerful wto help people overcome those limits and livérarger, fuller life.

As we move through Q4, I'm inspired by the work reetdoing at NIKE. The management team and the petbply lead truly are the best in
the industry. That's good, because the changesweeing in the world are fast and massive. Stharepportunities. That's why I'm so glad
to be at NIKE, and so confident about our future.

Thanks. Now here’s Charlie.
Charlie Denson, President, NIKE Brand:Thanks, Mark.

My focus today is on one of the biggest strengthth® NIKE Brand - specifically the Category Offersnd how it drives growth across
products and in our key markets. You saw that cédlé in our financial results for the quarter:

On a constant-currency basis; NIKE Brand globaénerxe was up 10%. We saw growth across most kegarads and geographies. NIKE
Brand DTC revenue increased 23%, driven by 12% csione growth and a strong increase of online sz#l88%. Footwear grew at 9% and
Apparel grew at 8%. Global Futures were up 7%.

There’s a common story inside these results arneba@very category in the NIKE Brand.

First, there are huge opportunities for NIKE towré\nd second, we get after that growth in threey epecific ways; innovative product;
strong consumer connections; and premium distdbufrhese are the three pillars to our growth egnatAnd we leverage them in every
NIKE Brand category and market throughout our dieguortfolio of businesses. | highlight this onmveall because’s critical to our
success.

One of the most exciting parts of our businessusrig. In Q3 Running revenue grew double digitstiie 13th quarter in a row; and the
Futures are up double digits in nearly every geglgyaWe're on a roll, but the question people askcan we keep it up? We think the simple
answer is yes. And here’s whyr’confident about that. Two main reasons: Runnergi@pation continues to grow around the world dAme
continue to develop and introduce new and compepioduct.

Let's start with NIKE Free and Lunar, unique teclogy platforms that resonate with runners arouredviiorld. Then there’s NIKE Flyknit,
we’re just getting started, less labor, virtualtywaste. As we scale and expand our offeringsldsa new dimension for Running, and
potential to expand to additional categories. Nb&tAir Max 2013, it demonstrates the tremendousrg@l of the Air Max franchise and
NIKE Air cushioning. And we are designing and ergiring both to take cushioning to a completely reaxel, which will energize NIKE Ai
across all categories.

And that's just Footwear. Running apparel is grayw a similar rate, driven by our Dri-FIT techngjyoand premium apparel styles, which
has been one of the fastest growing segmentsdarvtarall Running category. We also continue toveeg strong results in our Women'’s
Running business as well.

The final piece that gives us confidence that rogniill continue to grow is our complementary pimsitwith Sportswear. For most avid
runners its more than just an activity, it's a lifestyle, amel have the breadth and depth of innovation teesireir every need and to grow 1
business going forward. Bottom line, Running isadtend at NIKE. It's a commitment. And when wépheinners compete, train and
express, we win.

Let's go to Basketball. Another strong businessufoand growing bigger and more global every dag.9ék a ton of potential in Basketball.
And where we see potential, that's where we inv€ster the last decade we've been getting to kmmwesspecial athletes. It started in 2003
when we signed Kobe Bryant, LeBron James and Carfthony. We thought it could be the early begnysi of a resurgence in Basketball.

Then came something we hadn’t seen since the ghargging era of Michael Jordan, Charles Barkley &oattie Pippen in the 90's; we
added the talents of Kevin Durant, Chris Paul, Bl&kiffin and Russell Westbrook to the NIKE teanpratty special group! Now as we
watch this group move into their prime, basketlsatigain one of the most compelling sports arotsedatorld. Their time has come, and vee’
in a great position to take advantage of it.

We saw it in London with the Men’s and Women’s UB&ams taking gold. We're witnessing greatness & dreand the Miami Heat push
the limits of records that have stood for decadesl as we speak, March Madness is shifting intd lgjgar. And all of it setting viewership
records worldwide, not just here in the USA.

Our marquee styles from Kobe, LeBron and Kevin Dugll thru faster than ever. We feel great aloowtability to expand our success with
additional sportswear business in both FootwearApuhrel. And in the Jordan Brand, wegetting even more aggressive on the perforn
side of the business. In a game full of icons,ghgmo stronger 2-punch than NIKE Basketball and the Jordan Braledless to say, we ¢
very excited about the future of our Basketballibess.

Just like we leverage the diversity of our key gatées, we also leverage market opportunity ingrographic portfolio. Mark mentioned
Western Europe. That landscape remains uneveméaaw strong growth in the quarter, with revenye8%. The northern territories are
showing some real energy. But the south, spedyfidtly and Iberia, will take longer to gain théaoting as economic challenges remain.
That said, we continue to see tremendous growtbnpiat for Western Europe long-term, and our eff@a far in transforming the
marketplace to align with the Category Offensepoying that out.



Our Emerging Markets continue to increase revemdeexpand opportunity, delivering 8% currency nautevenue growth in the quarter.
Great potential for continued growth in this geqima as you can see by our Futures, up 16%. Markioreed Brazil, which | am especially
excited about as we gear up for the World Cup, wismow just 15 months away!

Of course, our biggest geography is North Ameriic@3 North America delivered another powerful daarRevenue’s up 18%. NIKE’s
performance in this market continues to outperfexpectations. How big can this market get? | gtiestss a good question, but it's not the
one we ask. We focus on building healthy, sustdéabd profitable businesses, and we do that bgsiting where the greatest growth
opportunities exist.

North America is a big business for us, we talkubibas one business, but in reali’ s a portfolio of businesses. And we look at eveast pi
the business as a leverage opportunity to groNti& Brand. | think the biggest strength of our MoAmerica business is our ability to run
a “complete offense.” We drive very strong perfont@in our Running, Basketball and Men'’s Trainiagegories, and that's something we
feel good about. I'm equally confident in areas veh&e have even more room to run - Women'’s TrainBuprtswear, Digital products and
services, Apparel, and E-commerce. They all repta®aterial growth opportunities for the Brands l& pretty impressive portfolio. It gives
us great flexibility and adaptability to serve comer demand and address a very competitive madastpl

And we still see opportunities to continue to tfan® the marketplace along the lines of the Cate@ffense. The NIKE Brand is stronger
and more relevant than ever before in North Ameriead growing. Our distribution continues to ge¢pler, more targeted and more
productive. | have tremendous confidence in theeddmentals. They continue to make North Amerigeeat opportunity for NIKE, and
they’re a blueprint for growth around the world.

Next up, let me talk about China. On the last wa&lltalked about our strategy for Ch— how we’re continuing to adapt and elevate our
apparel products, investing in brand connectiorth @dnsumers, and improving productivity at retaliis strategy represents a
comprehensive and balanced approach to resetiggtportant market.

Neal-term, we're continuing to focus on aggressivebating inventory from the marketplace. In Q3 wehteoduced improved
merchandising assortments in our DTC doors, detiganidteens comp store sales growth. Our wholesale partoamtinue to report they ¢
seeing positive comp store growth as well. Anchivse partner doors where we have transformed spaedign with our Category Offense,
we are seeing comp store results that significanitpace the rest of the fleet.

While we continue to see progress, we still havekwio do to clean up the market. At the same twegre taking a harder look at our supply
into the China market. This means re-phasing profiiow and closely managing cancellations and ateoorders to more tightly control the
volume of product going into the market. As a restithese efforts, reported revenues for Chindlak different than our Q3 Futures wol
indicate.

As we work to manage inventory, we also continufotus on improving productivity and sell-throug¥hich are at the core of sustainable
growth long-term. Specifically, we’'ll continue trsfiorming doors to align with the Category Offenad ancrease focus on product
assortments that are deeper in fewer categoriest khportantly, we continue to invest in our bramd our relationship with the Chinese
consumer.

All of these efforts are going to take some timadAo we're being aggressive where we can, andrgatihere we must. Our purpose, and
our opportunity, is to create a strong pull marke do that by being the most exciting and relevaand, the creator of the most important
innovation, and a source for the most excitingike@hina is an important part of NIKE’s long-temgnowth goals. That's why wee not taking

any shortcuts in China. We'll take the time to taght.

So, in all; Q3 was a very strong quarter for th&€BBrand. But as you know, we don’t focus on onartgr or category or event. We will
always stay focused on building the Brand and tigrness for the long term, and taking advantagriobiggest opportunities for the short
term. Everybody at NIKE knows the goals and thategy. And we’e all working together to get better, stronged arore profitable in evel
dimension of the business. That's why we’re so ictamt about the future.

Thanks. Now here’s Don.
Don Blair, Vice President & Chief Financial Officer. Thanks, Charlie.

I'd like to start by outlining three characteristiéNIKE that we believe underpin our valuation.gEjrour track record of delivering consist
growth in revenue, earnings and cash returns tebkbhlers; second, our long-term growth opportasitind our proven ability to realize
them; and third, the diversification, disciplineddimancial strength to effectively manage risk.r@rd quarter results vividly illustrate each
of these characteristics.

In Q3, we delivered strong growth. Revenue grew 9p610% on a currency neutral basis, while EarnpegsShare for the quarter grew 20%.
Our Return on Invested Capital expanded to 23%fanthe quarter, we returned over $400M to shamdrslin the form of share repurchases
and dividends.

At the same time, we continue to strengthen oug-tienm growth prospects by deepening our connestigth consumers along each of the
dimensions of our business — brands, categoriegjrgphies and product types — enabling us to gr@m & highly penetrated segments. As
both Mark and Charlie described, we delivered gorexedented level of innovation to the market ina@@ consumers are responding.

Finally, Q3 demonstrated our capacity to manade As Mark indicated, our goal is delivering sustdble, profitable growth. That requir



continuous adjustment to changes in the global@ogrand business environment. We do this by lewegate strongest parts of our
portfolio to fund investments in others. We doyitrhanaging all of our financial levers to deliveran term profitability and invest for the
future. And we do it by maintaining financial diglihe and a strong balance sheet to provide fléilbin a volatile environment.

With that introduction, I'll recap Q3 results fouiocontinuing operations.
Third quarter Revenue for NIKE, Inc. and the NIKEaBd grew 10% on a currency neutral basis, whileQther Businesses grew 9%.

On a reported basis, Futures grew 6%. Excludingntipact of currency changes, Futures advanced % by 4% growth in units and a 3
point increase in average price. Currency neuudifés were higher for all geographies except Wedterope, which fell 5% versus a strc
prior year driven by the Euro Champs and Olymgitegures for Greater China were up 3%, reflectirggtiming of Fall orders and strong
growth in Taiwan and Hong Kong; Futures for maidl&hina were flat. As I'll discuss in a moment, de@not believe Greater China Futures
orders are indicative of the revenue growth we ekfrerealize for this geography in Q4.

Third quarter Diluted EPS grew 20% to 78¢iven by strong revenue growth and gross margpaesion, as well as a lower tax rate and ¢
count.

Q3 Gross Margin increased 30 basis points verstiyéar as higher prices and easing raw materst$ ¢coore than offset the impact of labor
cost inflation, higher discounts, FX headwinds ahifts in our business mix to lower margin geogiagh

Gross margin for the quarter was better than wieipated as a shift in mix to higher margin productore than offset higher discounts and
reserves in China.

Demand Creation grew 5% for the quarter, below#hte of revenue growth due largely to the timingpénding across quarters, particularly
Q1 investments focused on the Euro Champs, OlyngridsNFL launch.

Operating Overhead grew 11% for the quarter dggdwth in our higher gross margin / higher cost Ddu@iness, as well as continued
investments to support our innovation and growitiaitives.

The Effective Tax Rate for Q3 was 22.8%, compaoe@iit 7% in Q3 of last year. The decrease is larded/to a lower effective tax rate for
foreign operations and the retroactive reinstatérobthe U.S. R&D tax credit, which provided a dirae benefit of 2¢ per share. For Q4 and
the full year, we expect an Effective Tax Ratelwdat 25.5%.

Q3 Inventories for NIKE, Inc. and the NIKE Brandewr 4% versus last year, well below the rate of nexeeand Futures growth. Overall
inventory levels are healthy, as the proportioglo§eouts is roughly in line with the prior yeaur@nain area of focus for inventory
management continues to be China, as we take dotioslance supply and demand at retail.

Our Balance Sheet continues to be strong, with &4éash and short-term investments on the boolgaater-end.
Now lef's take a look at our performance by segment,istavtith China:

Q3 Revenue for Greater China declined 10% on ataotsurrency basis and fell 9% on a reported b&8$T decreased 20%. We're
continuing to take decisive actions to re-estakdigtull market in China, and our Q3 results refteetimpact of those actions as both revenue
and gross margin were below the prior year.

As Charlie indicated, we're seeing some early sthasour strategies are taking hold. While we’raking progress, we're not done and will
continue to work with our retailers to right-sizevéntory, accelerate sell through and improve Irptaductivity. Consistent with our
accounting policies, we've made provision for expdaeturns and discounts in our Q3 results. Antl tve tightening the amount of product
we ship into the market over the next few quart@ssa result, we expect Q4 reported revenues featér China will be lower than the
Futures orders would indicate.

On our last conference call, we said we expectpdsidoning our business would take time and thaénues and EBIT for Greater China
would be below prior year levels for a few quart@iisat’s still our expectation, and the NIKE, ligeidance | give in a moment will include
our most current thinking.

At NIKE we're laser focused on driving growth thatbrand accretive, sustainable and profitable.ré/absolutely confident we're taking the
right actions to extend our brand leadership im&lend return our business to growth.

At the other end of the scale is North America, @3 revenue grew 18% on both a reported androzyneeutral basis. Footwear revenue
increased 15% and Apparel revenue grew 22%. Sgomgth in Basketball, Men’s Training, Running armb8swear fueled the increase.
Direct to Consumer revenue grew 19%, driven by t2%p store sales growth.

Q3 EBIT for North America grew 24%, as revenue glgwross margin expansion and SG&A leverage altrdmuted to increased
profitability.

In Western Europe, Q3 revenue increased 8% onawathorted and currency neutral basis. Wholesaknree grew in all territories except
Italy and Iberia, where currency neutral revenusdided 17 and 29% respectively. DTC revenue gré¥%,.driven by strong comp store
growth in both i-line and factory stores. On a category basis, dgromtVestern Europe was led by Running and BasKettlaich both grew



double-digits for the fourth quarter in a row amb8swear, which posted high single-digit growth.
Q3 EBIT for Western Europe grew 19%, driven by regrowth, higher gross margin and SG&A leverage.

In Central and Eastern Europe, revenue increas¥#dalBa currency-neutral basis, powered by partityufarong results in Russia and
Turkey. Revenues were higher in nearly every kéggmy, led by Running, Women'’s Training, Sportsiesad Football.

On a reported basis, revenue for CEE grew 16% &id Bcreased 18%, driven by revenue growth andggroargin expansion.

Results in Japan continue to be mixed. Q3 reveelli6% on a currency neutral basis, largely assalt®f steps we're taking to segment the
market and significantly lower closeout sales,autency neutral Futures grew 5%.

Although reported revenue for Japan decreased f%cting the weaker Yen, EBIT was flat, drivendrpss margin expansion.

Our Emerging Markets geography delivered solid ghow Q3, as revenue grew 8% on a currency-nehasils. Growth was broad-based, as
revenues were up in every category except Sportsavehnearly every territory grew. Our Q3 resuit&brea and Argentina were somewhat
weaker than the rest of the geography, due intpartacroeconomic conditions in those markets. Nbe&ss, currency neutral Futures grew
16%, indicating continued strength in this geogsaph

On a reported basis, Q3 revenue for the Emergindgéia grew 6%, while EBIT grew 3%, as gross maggipansion was more than offset by
increased investments in SG&A.

Third quarter revenues for our Other Businessagased 9% on both a reported and currency newdsi driven by growth at Converse and
NIKE Golf. EBIT for the group increased 23%, drivieyrevenue growth and improved gross marginslfaheee businesse

Looking forward, our expectations for Fiscal 20&8&rin largely unchanged but our guidance refleptiated expectations for China and the
phasing of growth across Q3 and Q4.

For Revenue, we continue to expect full year reqgbrevenue to grow at a mid+egh single digit rate. For Q4, we expect reporeenue tc
grow at a mid-single digit rate, as we anniversdrgng revenues in last year’s Q4, which benefittech the Euro Champs, Olympics and
NFL launch.

For Gross Margin, we continue to expect Fiscal 2013be roughly in line with the prior year. FordQwe now expect expansion of
approximately 50 basis points, reflecting updategaations for product mix as well as discounts esgkrves in China.

We continue to expect full year SG&A to grow atighisingle to low-double-digit rate, reflecting risthgle-digit growth in Q4 as we
anniversary heavy Demand Creation investmentssinylear’s fourth quarter.

While we haven't yet completed our planning for BY tve can provide some initial thoughts.

Given the strength of our brands and the innovatiee’ll be bringing to consumers, we expect tofasleyear revenue growth at or slightly
above our high-single-digit target range and ERSvir approaching our long-term mid-teens target.

We'll provide more visibility to our FY14 expectatis when we report our year-end results in June.

As always, we're focused on managing our portfalal our financial model to deliver profitable grbvand shareholder returns in the near
term, investing to realize our future potential ang@naging risk in a volatile environment. The sgtbrof our brand and our businesses puts us
on track to finish a strong Fiscal 2013 and posgias well for continued profitable growth in Fise@814 and beyond.

We're now ready to take your questions.
QUESTION AND ANSWER SECTION
Operator : (Operator Instructions). Robert S. Drbul, Barsl&@apital

<Q — Robert Drbul>: | guess the 2 questions that | have, the first oar,you elaborate a little bit more just sort ofvtout of whack you fe
like the China market is with the supply demand soid of how much more work you really have onitientory side? And the second one
just quickly is on Western Europe, like the Footmeasiness, which was very, very strong this quasiest elaborate a little bit more on-
Running about what's driving those businesses rnight?

<A — Charlie Denson>:Bab, this is Charlie. I'll take the China one fistlon't know if I'd categorize it as out of whatkit | think what we
see in China is just a -- it's a -- it's still aweobust marketplace. We still believe in it lotegm, and it's a matter of cleaning up some of the
inventory that we have in there, and then modegatie flow that's going in. So that we're pullihgit and pushing it in at the right pace to
get us back to that pull market. I'll just go bagkhe 3 things that we're really focused on, dad's continuously building a great brand that
we can obviously use as a launching pad for thedutt's going to be grounded in performance,wade going to have a premium position
in the marketplace. The second would be just thdymts. Some of the product issues that we'vedadkeut, primarily in apparel, with some
of the fit issues. We feel like we're starting & gome of that addressed. And some of the newuptasli finding its way into the market and
performing well. And then finally, just around tHistribution piece and making sure that we've ggtest consumer experience there, tha



have -- part of that consumer experience is obWdirsding what you're looking for in the right €zand the right color. So a lot of that has to
do with product flow and a little bit narrower peasgation in each of the different retail spacesd Athink where we started to transform sc

of those spaces as we referred to earlier, sortteeaksults are significantly better than what ve&eing across the rest of the fleet. So we're
still very optimistic on the long term. Feel likeevwave a good handle on where we're at and whaee to do, and we're just going to get
after it.

<Q - Robert Drbul>: Western Europe, yes.

<A — Charlie Denson>:Yes. | think -- and there, again, it's a little dita tale of the north and the south. The chableraye in the south with
Iberia and Italy. But we are -- we have a greafguerance story in Running, and we're even stattingee some interest in Basketball in
Western Europe. But it's really being driven by Bwening business. And then we had a very niceorespto some of the new introductions
of our Sportswear, Footwear business as well. Taosé¢he 2 things that are driving most of the WiesEuropean success right now.

<A — Don Blair>: Yes. I'm just going to jump in and add. Germangéagforming quite well for us, Footwear and just @le The business
there, the strength of the brand, the flow of thedpct, the reaction from the consumers has réaln real strong. So the U.K. and Germany
are really leading the charge in Western Europel jiat a comment on Footwear, in general. | thirkrevdoing a -we always set a high be
but we're doing a better job, | think, at leverggour innovation across multiple categories. Ckarlentioned the new Max technology, wt
has been incredible, the sell through on that prbddnd we're able to leverage that across multplegories as we move forward. The
Lunar, the Flyknit, the Free, some of the othetfptans that we have been investing in, we're stgrtd see those really resonate across
multiple categories. And then the balance betwexth performance and Sportswear and Footwear iglctyuite impressive, what we call
complete offense. And | think you see that compiétense really taking shape at Footwear betweeiopeance and Sportswear.

Operator: Robbert Ohmes, Bank of America Merrill Lynch

<Q - Robert Ohmes >Two quick questions. The first is just, could yduegus a little more color on the futures orderaybe the balance of
the futures and the window for the global numbe&@sW constant for the window ahead or weightedarols the front half? And then the
revenue guidance for fiscal '14 implies pretty treafutures orders continue, the comparisons éditdeaeasier than what we just saw. And

| thinking about that the right way? And the secguéstion is, Don, can you give us some moreittla tolor on the gross margin thoughts
around that fiscal '14 guidance you gave us?

<A — Don Blair>: Okay. Well, with respect to the futures we annodrtoelay, they are more backloaded. And you wouftkekthat because
we are overlapping the pretty heavy sales numbdiig sales numbers we had in last year's fourdrtqubehind the European
Championships and the Olympics and the NFL lauSchthe futures are backloaded in the window. As.§&FY '14 is concerned, Robbie, as
you know, we're going to give you most of the calommentary on that in June. So | don't want targ&to deep with that. But what | wou
say is we feel very good about the overall momenttgive got. | mean Charlie and Mark talked a laiwbnnovation and the way the
consumers are responding, and we've also seertya lpr@ad-based success with the category offédsdhat's really a reflection of where we
see the momentum of the business.

Operator: Kate McShane, Citigroup Inc.

<Q - Kate McShane >:Don, you mentioned -- you'd mentioned overall ineeies for the company were healthy, but | was vesimd) if you
could give us a little bit more detail around intay levels in Europe. And is that still weighing gross margins at all?

<A — Don Blair>;: We have some pockets in Europe with some promdtiamacall it promo product, that's a product tvatwould do for
athletes. There's a little bit more specializedaaplpproducts we may have some pockets. But gépenad feel -- if you look at this on a

global basis, we're in good shape. We are alwaygygo have some areas of excess around the companhgne of the great things about
factory store network that we've built over timéhat we've got the ability to liquidate a lot bEse products at a profit. So we feel, overall, in
pretty good shape. As | noted in my prepared remdhe one place that we are really laser focugétl mow is on China. And as Charlie si
we're confident that we're going to work our warotigh that.

<Q - Kate McShane >:0kay, that's great. And my second question is eV¥Momen's category. Wondering if you could talklaabout how
women's footwear and apparel performed during tleetgqr and what your expectations are for thisgrate as retailers start to concentrate a
little bit more on this initiative.

<A — Charlie Denson>:Kate, this is Charlie. | don't have the Footweamnhbers right in front of me, but | think | can vergisily and
confidently tell you that the Running categorydading the way. Our Women's Running business igdlilsly strong, and we feel very, very
good about it. And then | will echo that in someoaf new apparel offerings. | think some of the mresentations that you've seen in
Women's Training in some of the stores certainky femonated with the consumer, performing very,vaaltl we're starting to scale that on a
much faster pace. And so | think | would say th8.Unarket is leading the charge here, and we fagl sonfident that we have some -- as |
said earlier, we have some real running room hedesame potential opportunity. | think, as welluyzan look to Western Europe and expect
some good things coming out of there as well. Smehdly, that answers your question.

Operator: Christopher Svezia, Susquehanna Financial Group, LL

<Q — Christopher Svezia >1 guess -- just on -- just going back to Chinadarecond, the positive currency-neutral futuresugeyour
thought process about the revenue decline, jusbetalk a little bit about, why the difference?t®gecifically, what's going on? And are we
going to continue to see futures increase? Igukisa short-term situation this quarter? Just reagatplain a little more in depth in terms of
what's going on, and the puts and takes there ketwevenues and future



<A — Don Blair>: Sure. The equation is extremely complex. Therts af different variables. But let me see if | gast simplify it a little bi
here. We take orders for futures well in advancetodén they go into the marketplace. But what weahnays doing, as Charlie talked about,
is managing to a pull market. So we are really gbmgery focused on making sure that the produatasing through the supply chain
smoothly and that we don't let too much produckhgt And when we do start to see that situatiaglrevgoing to restrict the supply that g
into the marketplace. So the difference betweernt wieaexpect to see going forward on revenues vdtguees is that we're going to be
putting less product in the marketplace than wtes im the original futures order to make sure weaga the supply. If you're looking at
what actually affected our Q3 results, we had tHastors plus we were doing a little more discougtias well as making provision for
bringing some product out of the market. So thesenves that we would take for either discountgturns to stock would actually affect the
revenue number. The ultimate goal of all of thitoigccelerate the productivity of the retail ssorethe marketplace, to accelerate the sell-
through and make sure the brand stays fresh.

<A — Charlie Denson>:And | would just add, just one other point in tlemse that the mainland China futures number wasfla got a
much more mature business in both Hong Kong angdraiand they're not unsubstantial. Those busisesseperforming extremely well,
and so that's also affecting this number a litile b

<Q — Christopher Svezia >Okay. | see, okay. And my second question, | gdes£ harlie, for you, | guess, when you think abie
Basketball business, which has seen great momearidneveryone continues to talk about increasing thebuy [ph] towards Basketball,
how are you managing allocation, the integrityhaf §ordan Brand, that scarcity, whether it's Aircedl, whatever the case might be, in that
business to continue to drive it? Just maybe tditile bit about that as more and more retailatk bout trying to get more and more
basketball products into the marketplace.

<A — Charlie Denson>:Yes, it's one of the better problems | like to tallout, | guess, is the demand that we have anolilding demand.
The allocation process is something that we've frsed long time, and we feel confident and con#bl# on our ability to manage it. | think
some of the challenges become logistically how nardduct gets to where, when. And that's been Bectyee at times over the last couple of
years. But we woul-- as demand grows, we will continue to increaselpction against that demand. We certainly wakegp some of the
very high end products at a -- on a very shortigsas to speak, with regards to availability. Blst & tool that we use. We use it well. It's
something we'll continue to use, but we will inea- we'll increase volumes as demand increagksantinue to grow the business.

<A — Mark Parker >: Yes. | just want to jump in and add the -- remid pf the power of diversity that we have in bakk#étbetween the
innovation that we talk about, between the numbatidetes we have to work with. As Charlie mengidnthe franchises we can work with in
both Jordan, which are obvious, the Air Force 1H(E Basketball, the Dunk and others, Blazer, otjreat franchises; and then, of course,
as Charlie mentioned, the 1-2 punch between NIK&EJamdan Brands. So we have -- it's a great, gseanple of a full offense within a key
category.

Operator: Michael Binetti, UBS Investment Bank

<Q - Michael Binetti >: | apologize if you already talked about this. Buthe futures window, could you comment on unitsus ASP or
mix for us please?

<A — Don Blair>: Yes. In the prepared remarks, the units are upedASP is up 3.

<Q - Michael Binetti >: Okay. And can you help us think about how, overrtbgt few quarters, how we should think about China
profitability? Are the margins there -- obviousilat was -- that compressed quite a bit in thigtgnal just want to -- maybe help us think a
little bit more over the medium term about how ypys are thinking about that right now.

<A — Don Blair>: Well, in the near term, as you manage through a@nitory situation, you're going to see some pressarthe margins. Tt
benefit of moving towards a higher productivity nebdt retail is -- that's a more profitable mod®l éverybody. So the management of that
marketplace, as we said, we are really focuseduting that in a sustainable, profitable growthipos. And Charlie spoke to this, but the
underpinnings of this are: strong brand, drivingghly productive retail environment. And we've dadhose things. We have a premium
brand in China. We are bringing innovation to tharket, and we believe we can make the distribugimiem much more productive. And 1
will let us keep our margins at a pretty robuselev

<Q - Michael Binetti >: Okay. So even though we look at the margin, compate a lot easier in the fourth quarter. Maybentlessage is,
don't get carried away yet.

<A — Don Blair>: Well, | -- as we said, we think it's going to takea few quarters to work our way through thiske ICharlie's phrasing on
this. We're very aggressive. We're going to movguask as we can, but we're going to be patientre/iaee need to be to get it right.

<Q - Michael Binetti >: Okay. And if | could just ask one more on the € thventories had about a 3-point impact from FXthe futures
only about 1 point. Is that -- can we imply thabghuct costs are negative at this point for you?

<A — Don Blair>: Well, let me frame it a little differently becauthere's a lot of changes in product mix. But if yook at the actual product
cost themselves, we are seeing labor cost inflaind we are seeing a bit of a tailwind now becaasematerial costs are easing. Those
things are largely balancing out, and we're algingeongoing increases in price. So that's whynthegins are starting to head up. And if you
look at all of our geography businesses and adunfnon-NIKE-branded businesses, the only busimbgse we have margins down was
China. All the rest were up. So we're startingee some positive movement there. There's curr@éif@re's many other factors. But that's the
bottom line what's really driving it. We're staginow to see that the pricing and the materialnggisi offsetting the labor co:t



Operator: Matthew Boss, JP Morgan

<Q - Matthew Boss>:So as we think about the expense side of the ladgenext year, at the level of revenue that yoided to, would
there be any investment constraints to note togmepotential leverage next year?

<A — Don Blair>: Would there be -- I'm sorry, would there be anyestment constraints to note that would preventrbeye?

<Q — Matthew Boss>If you -- so basically -- if you hit your revenuaidance embedded within returning or approachieddahg-term
model, are there any investments to think abouherSG&A side to prevent leverage?

<A — Don Blair>: Yes. I think, at this point, we gave you the top &me bottom line. And obviously, that would im@gme leverage at the
EPS level. At this stage, I'd rather not go toopdese that. But what | would say is broadly speaking continue to work towards expanding
our margins. And we believe that we're going tarlyesting in the kinds of innovation and growthveris that you've seen us deliver in the
third quarter and, in fact, for the last few ye&s.l don't want to actually get too deep intofi& model until we get to June.

<Q - Matthew Boss>:Okay, great. And then second, | mean, can you geoany performance versus expectations with thenteelyKnit
expanded launch? And also, the trajectory of tlitfigrm over the next couple of years, any exaniplésw should we think about it? How
big could this really be?

<A — Charlie Denson>:I'll tell you. The demands from a consumer stanidipisi huge. It's been steady since we introducgkrit this past
year. We're basically catching up to demand. Wietking hard to build that capacity. But as | mentd, we'rdeveraging FlyKnit, not only
through Running, but across the other categori@smains one of the more exciting pieces of intioma | think, for NIKE in terms of
performance, in terms of the esthetic, in termthefsustainability story. But | think that over &ras we scale this in terms of the profitability
that this represents, it's really changing the gafieme of the more expensive pieces of the matwfag process. And as we scale this, and
I've obviously had glimpses of what's going on witthe R&D pipeline and incredibly compelling pradul et me just leave it at that. Very,
very exciting, and there's no question in my mimat this will -- this technology will allow us tmdhings we've never ever been able to do
before. And | think they will continue to resonatea very high level with consumers.

Operator: Jim Duffy, Stifel Nicolaus & Co., Inc.

<Q - Jim Duffy>: So I'm trying to understand the inventory manageraad strategies in China. Orders up, is it sintplt partners want the
product, but you aren't shipping it to them to sthean from themselves and develop an element ofitg2

<A — Mark Parker >: No. I think, Jim, that's a little oversimplifiedaBically, you take an order 6 months in advance,gstimate what the
market demand is going to look like and where #ikthrough is going to go, and you monitor alohg tvay. That's one of the reasons we
measure the selkrough information with our retailers, and we phe product in the marketplace based upon the Eveé¢mand that we ha
and the productivity of the retail store. So tlsi@iconstant process of moving all the leversytbathave to make sure that you keep the st
and demand in balance. So this is something weatkimg with our retailers and making sure we haweright amount of product in the
marketplace.

<Q — Jim Duffy>: Got you. | was afraid it wasn't that simple. Thelbhalf of the futures window in China, Don, wotdd reflective of the
fall-winter period, where compares seem to easethar orders for the back half of the China futweslows indeed stronger as well than the
front half?

<A — Don Blair>: | -- the only thing | can say about China, goinglto the prepared remarks, there was a timingefifiethis particular
report because only the first month of futuresduded in this window, and it actually happenetec pretty strong month, higher than the
overall season will be. So that's one of the regsamong others, that we told you that those fstatenbers are not necessarily what we
would expect on revenue. So | don't want to get inting to reconcile individual geography futurigust gets too much granularity and
detail. But the bottom line is our guidance is vea'tthink the revenue is going to be reflectivehait level of futures growth. We think it's
going to be lower.

Operator: Christian Buss, Credit Suisse

<Q - Christian Buss>:l was wondering if | could ask a little bit abobetEuropean business. You've been restructuriridptisness. It look
like you're in the early stages of a margin recpvbere. Can you talk to us about your expectationgmprovement there? Where do you
think you can get to? Can you get back to the hisibmargin profile of that business? And what Vdoget you there, if so?

<A — Charlie Denson>:Yes, | think -- well, I'm going to talk about thediness. I'll let Don talk about the margin piesecifically. But |

think the overall business, as we referred to pleodifferent times, we feel good about things godm in the north. Mark called out the
performances in Germany. The U.K. market is conoagof the Olympics healthier than we've seenwvhde. And so we're very -- the
Nordics and areas like that. The severity of trmnemic situation in Iberia and Italy, which are stamtial markets for us, is significant. We
definitely feeling some of that. But overall, asunjook at that marketplace and you look at the @oflsport and the world of football, which
we feel great about going into this year's -- near's World Cup, we feel from a brand position arxuisiness position, we're in really good
shape. It will -- some of the recovery is goindbebumpy. | think we talked about that in somehef prepared remarks based on some of the
economic conditions that we're facing. But the comsr proposition, and | guess that's the part ltw@make probably the biggest emphasis
on, is the brand is in very good shape. We fegl geod about the opportunity in both the near aidterm and certainly the long-term. And
I'm optimistically and yet still, with some regaxlthe macros, bullish on Western Eurc



<A — Don Blair>: Yes. And | think from a margin -- profit margin stipoint, | do believe we can improve profit marginver time, and that's
indeed what we aspire to do around the world. @irgytto bear in mind with Western Europe is if ygauback 2 or 3 years, which is where |
think you're referencing, you have to recall theoeat $1.45 and today, we're seeing a euro at $$@5think there is an impact on the ma
from the value of the euro. But for an evolutionndfere we see the margins going, yes, we think #sathat geography grows, we can
continue to improve profitability.

<A — Kelley Hall>: Thank you. Alright. Well thank you, everyone. Tleaids our call for Q3, and now we look forward taitting with you
again in Q4.




