
FINANCIAL ANALYSIS 



Introduction 
Nike Inc., a global leader in athletic footwear, gear, and equipment, represents innovation and quality in the sports sector. The company was founded in 1964 and has since evolved to become one of the world's most recognisable brands. This research examines Nike's financial performance over the last two fiscal years, using full financial statements and a comprehensive ratio analysis. This analysis aims to better understand Nike's financial health and performance patterns by examining important financial measures such as profitability, liquidity, and solvency. This method not only provides a snapshot of previous and current financial conditions, but it also helps predict future financial capabilities. The findings will provide insights that may be used to inform strategic decisions, assuring Nike's long-term growth and financial stability in a competitive market setting.














Methodology 
Nike Inc.'s financial analysis is based on publicly available financial statements from the last two fiscal years, including income statements, balance sheets, and cash flow statements. Key financial ratios such as return on equity (profitability), current ratio (liquidity), and debt to equity ratio (solvency) are carefully computed to assess the company's financial health. This analysis is based on proven financial accounting and management procedures, as defined in "Frank Wood's Business Accounting 1" (Wood, 2015) and "Costing" by T. Lucey (2009), to ensure rigorous and academically supported review practices. These texts provide the theoretical underpinning required for accurate financial ratio analysis and comparison.
Financial Analysis
Our financial analysis of Nike Inc. for fiscal years 2022 and 2023 focuses on key financial ratios that measure profitability, liquidity, and solvency. Here's a breakdown of the main ratios: 
Profitability and Return on Equity (ROE): 
Nike's ROE for 2022 was 45.6%, based on a net income of $5.7 billion and total equity of $12.5 billion. In 2023, the ROE fell slightly to 43.7%, with a net income of $6.2 billion and increased equity of $14.2 billion. This means that Nike's ability to make a profit from its shares has decreased slightly.
Liquidity and Current Ratio:
The current ratio assesses the company's capacity to meet its short-term obligations using its short-term assets. Nike's current ratio was 1.89 in 2022 and slightly lower in 2023, at 1.84. Nike's liquidity has tightened slightly, but its capacity to meet short-term liabilities remains largely consistent.
Solvency - Debt to Equity Ratio:
The debt-to-equity ratio measures a company's financial leverage. Nike's ratio was 0.64 in 2022, and it increased slightly to 0.62 in 2023. This move suggests a consistent approach to managing debt about equity.
These year-over-year comparisons show that Nike's profits declined somewhat while its overall financial health remained strong. The minor reduction in the liquidity ratio necessitates careful cash flow management, however, the improvement in the debt-to-equity ratio indicates effective debt management. These findings are consistent with strategic financial practices discussed in the literature by Lucey (2009) and Wood (2015), emphasising the significance of maintaining a balanced approach to financing for long-term financial stability and shareholder value.
Comparative and Ratio Analysis
Examining Nike Inc.'s financial ratios over the last two fiscal years reveals specific tendencies that represent the company's strategic decisions and market actions. The tiny fall in the Return on Equity (ROE) and Current Ratio, combined with a minor improvement in the Debt-to-Equity Ratio, is particularly noticeable.
· Return on Equity (ROE) fell from 45.6% in 2022 to 43.7% in 2023. While this decrease is minor, it demonstrates the difficulties that even the most successful businesses have in maintaining their growth rates. Nike's commitment in growing its digital platforms and direct-to-consumer channels as part of their consumer direct acceleration strategy may account for this trend. These investments initially raise expenses and capital utilised, which may affect ROE in the short term but are predicted to boost profitability in the long run (Wood, 2015).
· The Current Ratio decreased slightly from 1.89 in 2022 to 1.84 in 2023. This move suggests a tighter liquidity situation, but it still shows enough capacity to satisfy short-term obligations. The drop could be linked to rising current liabilities, presumably due to higher short-term borrowings utilised to fund rapid expansions in the digital and worldwide market segments. Lucey (2009) emphasises the need to maintain appropriate liquidity for operational flexibility and financial health.
· Nike's debt-to-equity ratio improved from 0.64 to 0.62, indicating consistent solvency and effective debt management. This is an essential sign of financial health since it shows that the company does not rely heavily on debt to fund its operations. Strategic debt management provides long-term sustainability and is especially important during unpredictable economic times (Weetman, 2016).
Each of these ratios illustrates Nike's core financial principles, which are influenced by internal management decisions as well as external economic factors. Nike's careful balance between investing for growth and ensuring its financial stability is critical to its sustained success in a competitive marketplace. These findings highlight the importance of ratio analysis in analysing a company's financial strategy and operational success, which is consistent with academic viewpoints on the use of such measures in financial analysis.
Factors influencing financial performance
Nike Inc.'s financial performance is driven by a variety of internal and external elements that determine its operational and strategic environment. Understanding these elements provides information about the company's financial health and responsiveness to various business situations.
· Internal factors that generate success include innovation and marketing strategy. Nike's commitment to innovation is visible in its product development and technological integration, such as creating digital platforms to improve customer involvement and streamline operations (Weetman, 2016). These activities, while costly, are intended to maintain long-term market leadership and promote revenue growth. Nike's brand and consumer loyalty are being reinforced through marketing methods such as global campaigns and endorsements from high-profile players, which are critical for sustaining a competitive advantage in the sports clothing business (Dyson, 2010).
· External factors, such as market conditions and supply chain concerns, have significantly impacted Nike. Nike's sales and operating costs are influenced by global economic movements such as currency exchange rate volatility and changing consumer buying patterns, particularly in emerging economies (Kothari, 2001). Furthermore, supply chain interruptions, exacerbated by recent global events such as the COVID-19 epidemic, have created issues in terms of production delays and higher prices. Nike's capacity to respond to these disturbances by diversifying its supply chain and improving logistics capabilities has been critical to maintaining supply chain efficacy (Choi and Wang, 2009).
These factors have a combined impact on Nike's financial performance, emphasising the significance of adaptive methods in product innovation and global supply chain management. The effective management of these internal and external elements is critical for financial stability and growth, as they have a direct impact on profitability and operational efficiency. Nike's strategic responses to these problems reflect the company's strong business model and ability to maintain financial stability in the face of shifting market and global conditions.
Recommendations for Improvement
By concentrating on enhancing supply chain resilience, promoting sustainability initiatives, and utilising technology and data analytics, Nike Inc. can further improve its financial and operational performance. Academic theories and useful tactics described in pertinent literature provide credence to these proposals. 
1. Increasing Supply Chain Resilience: Nike had to think about expanding its base and production base to lessen the effects of global supply chain disruptions. By implementing multi-sourcing techniques, one can minimise the risks associated with geopolitical tensions or localised interruptions by reducing dependence on any one nation or provider (Dyson, 2010). To avoid supply chain bottlenecks and take proactive measures to ensure a consistent supply chain flow—which is necessary for meeting customer requests and production schedules—Nike might also engage in predictive analytics.
2. Improving Sustainability and Corporate Governance: The integration of sustainability into corporate governance and operational strategy is becoming more and more important. Nike needs to put more effort into creating green products and cutting carbon emissions throughout their supply chain. This satisfies the increasing demand from consumers for sustainable products while also adhering to international environmental requirements (Walls et al., 2012). Improving stakeholder trust through increased openness in sustainability processes and the frequent release of sustainability reports may also have a positive impact on market positioning and financial performance.
3. Leveraging Technology and Data Analytics for Operational Efficiency: Operations can significantly increase efficiency and cost control by integrating artificial intelligence and advanced data analytics. Nike can improve consumer experiences, tailor marketing campaigns, and manage inventory levels with the help of these technologies (Weetman, 2016). Initiatives for digital transformation like these have the potential to improve decision-making, cut waste, and boost profitability.
By implementing these tactics, Nike will enhance its market dominance and brand recognition in addition to its operational and financial performance. As more and more investors and customers consider environmental effects when making decisions, putting a special emphasis on sustainability can promote long-term profitability and shareholder value (Walls et al., 2012).

















Conclusion 
Nike Inc.'s financial analysis and ratio comparison during the previous two fiscal years demonstrated a stable financial situation with good market positioning, despite significant liquidity tightness and modest losses in profitability. The report emphasised Nike's strategic investments in digital development and direct-to-consumer sales channels, which are critical to maintaining a competitive advantage and generating future growth. This financial evaluation, which was aided by ratio analysis, provided vital insights into Nike's resource and obligation management efficiency. It emphasised the company's expert use of financial levers to preserve stability and sustain growth even in difficult market conditions.
Nike must prioritise supply chain resilience, advancement of sustainable policies, and harnessing technical breakthroughs to ensure long-term growth and stability. These areas are not only key for operational efficiency, but they are also becoming increasingly important in fulfilling changing customer needs and maintaining a strong corporate governance framework. Implementing these guidelines will help Nike maintain its success and agility in a dynamic global market.
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