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Total Debt $3814 mill.
LT Debt $3472 mill.

Preferred Stock None

Class A shares: 329,245,752
Class B shares: 1,302,272,700

CAPITAL STRUCTURE as of 8/31/17
Due in 5 Yrs $500 mill.

LT Interest $190 mill.
(21% of Capital)

Leases, Uncapitalized Annual rentals $491 mill.
No Defined Benefit Pension Plan

Common Stock 1,631,518,452 shares

MARKET CAP: $84.8 billion (Large Cap)
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BUSINESS: NIKE designs, develops, and markets footwear, ap-
parel, equipment, and accessories. Sells products to retail ac-
counts, through NIKE-owned stores and the Internet, and through a
mix of independent distributors and licensees in approximately 190
countries. Has 384 domestic and 758 international locations (includ-
ing factory stores) as of 5/31/17. Has about 74,400 employees (in-

cluding part-timers). Swoosh, LLC, owns 78.1% CI. A shares,
16.4% Cl. B (representing director Travis Knight's holdings); other
officers/directors, 3.9% of Cl. B; The Vanguard Group, 7.0%; Black-
Rock, 5.9% (7/17 proxy). Chairman & CEO: Mark G. Parker. Inc.:
Oregon. Address: One Bowerman Drive, Beaverton, OR 97005.
Telephone: 503-671-6453. Internet: www.nikeinc.com.

Current Liab. 5358.0

5474.0
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NIKE’s first-quarter report led to a
slow-but-steady dip in its quotation.
(Fiscal years end May 31st.) Sales were
strong in international geographies, but
North American wholesale revenues
tapered on a year-over-year basis. More-
over, the company went to the discounting
well too much, which led to a noticeable
earnings miss. Heavy spending on direct-
to-consumer options also took a bite out of
the bottom line. All told, EPS registered
$0.57, missing both our and Wall Street’s
call by roughly $0.20. Efforts to trim the
cost structure are in full swing, but it’s
likely shareholders will not look back fond-
ly on results this fiscal year at the swoosh.
Earnings for fiscal 2018 are now likely
to only peak at about $2.40 a share.
That figure is a full $0.35 below our initial
call, and below the $2.51 posted in fiscal
2017. The groundwork needs to be laid for
the transitioning retail space, which NKE
is doing via its direct-to-consumer option
and its pairing up with Amazon. Those
types of expenditures do not usually draw
the ire of the investment community. Con-
versely, the declining revenue picture is

troubling. Top-line growth in the first

quarter was flat, and our full-year tally is
being cut from $37.0 billion, to $35.8 bil-
lion, given the struggles in the domestic
market. Skateboarding sneakers are pil-
fering some market share, and bloating in-
ventory, which in turn leads to mark-
downs, a scenario NIKE needs to limit.
Recent survey data from teenagers
are not good for NIKE. Not only is the
swoosh losing some of its luster with the
demographic, rival Adidas is on the rise.
In fact, Adidas has passed NIKE's Jordan
brand to move into the number-two posi-
tion in sports footwear. Still, the
eponymous NIKE brand maintains the top
spot. The start of the NBA season should
provide a bounce, as it has a number of top
stars in that sport under contracts. Sepa-
rately, the U.S. soccer team missing out on
the World Cup in Russia comes at a time
when results are struggling, but the over-
all impact of this situation was initially
overblown in the media.

This blue chip is now untimely. But
the recent haircut has made this selection
attractive as a total return play for the
stretch to early next decade.

Erik M. Manning October 27, 2017

(A) Fiscal years end May 31st. (B) Diluted
earnings. Excludes nonrecurring: ‘03, (25¢);
07, 2¢; '08, 8¢; '09, (13¢); '13, 1¢. Quarterly
EPS may not sum due to change in share
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