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adidas results in 2022 reflect
geopolitical, macroeconomic, and company-specific challenges

Major developments FY 2022

o Currency-neutral revenues up 1% reflecting growth in all markets except Greater China

o Double-digit increases in North America and Latin America, EMEA up high single digits

e Gross margin declines to 47.3% due to strong increase in supply chain costs and
discounting

o Operating profit at € 669 million, including one-off costs of € 312 million

o Operating margin decreases to 3.0%

¢ Netincome [continuing operations) of € 254 million includes € 350 million one-off costs

o Executive and Supervisory Boards propose dividend of € 0.70 per share

Major developments Q4 2022

e Currency-neutral revenues decline 1% impacted by termination of Yeezy partnership
o Gross margin at 39.1% reflecting increased supply chain costs and higher discounting
e Operating loss of € 724 million

o Net loss from continuing operations of € 482 million

Outlook for FY 2023

e Currency-neutral revenues to decline at a high-single-digit rate

o Underlying operating profit to be around break-even level reflecting sales loss of
around € 1.2 billion and corresponding negative operating profit impact of around € 500
million from potentially not selling Yeezy stock

o Reported operating loss to be € 700 million including additional negative impact of € 500
million from potential Yeezy inventory write-off and up to € 200 million one-off costs

“2023 will be a transition year to build the base for 2024 and 2025,” said Bjgrn Gulden, CEO of
adidas. "We need to reduce inventories and lower discounts. We can then start to build a
profitable business again in 2024. adidas has all the ingredients to be successful. But we need
to put our focus back on our core: product, consumers, retail partners, and athletes. We will
work on strengthening our people and the adidas culture. Motivated people and a strong
adidas culture are the most important factors to build a unique adidas business model again.
A business model built to focus on serving our consumer through both wholesale and DTC,
that balances global direction with local needs, that is fast and agile, and of course, always
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invests in sports and culture to keep building credibility and brand heat. adidas is a fantastic
brand, a fantastic company with great infrastructure and great talented people. We will bring
it back to be the best sports brand in the world once again.”

Financial Performance in 2022

Currency-neutral sales grow 1%

In 2022, currency-neutral revenues grew 1%, reflecting increases in all market segments
except Greater China. From a channel perspective, adidas’ top-line development was
supported by growth in both wholesale (+1%) and the company’'s own direct-to-consumer
(DTC) business (+2%). Within DTC, own retail revenues were flat compared to the prior year
level. E-commerce revenues increased 4% during the year driven by double-digit growth in
North America and Latin America. From a category perspective, currency-neutral revenues
in Performance grew at a strong double-digit rate, while Lifestyle revenues declined. In euro
terms, the company’s revenues increased 6% in 2022 to € 22,511 million (2021:
€ 21,234 million).

Revenue growth in all market segments except Greater China

From a market perspective, currency-neutral sales grew at a double-digit rate in Latin
America (+44%) and North America (+12%). Revenues in EMEA were up 9% amid the
significant adverse impact from the wind-down of the company’s business in Russia. Sales in
Asia-Pacific grew 4% in 2022. In Greater China, revenues declined 36% compared to the prior
year level due to the challenging market environment, company-specific challenges as well
as significant inventory takebacks.

Gross margin at 47.3%

The company’s gross margin decreased 3.4 percentage points to 47.3% in 2022 (2021: 50.7%).
Broad-based price increases were more than offset by the strong increase in supply chain
costs, reflecting increased product costs and freight expenses. In addition, higher discounts,
particularly in the second half of the year, a less favorable market, category, and channel mix
as well as negative currency developments weighed on the gross margin development in 2022.
One-off costs in the amount of € 59 million reflecting the company’s decision to wind down its
business in Russia as well as higher provisions for customs-related risks also had an adverse
impact on gross margin.

Operating margin decreases to 3.0%

Other operating expenses increased 15% to € 10,260 million in 2022 (2021: € 8,892 million).
As a percentage of sales, other operating expenses were up 3.7 percentage points to 45.6%
(2021: 41.9%). Marketing and point-of-sale expenses increased 8% to € 2,763 million
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(2021: € 2,547 million) as the company continued to invest into campaigns, such as ‘Run for
the Oceans,” ‘Stanniversary,” and the Basketball campaign ‘Remember the Why." Further
campaigns were launched around major sports events such as the 2022 Beijing Winter
Olympics, the UEFA Women's Euro 2022, and the FIFA World Cup Qatar 2022. In addition,
adidas invested into the launch of new products such as the X Speedportal football boot, the
record-winning Adizero Adios Pro 3 running shoe, the adidas x Gucci collection, and the
federation kits for the FIFA World Cup Qatar 2022. Further enhancing the consumer
experience across both its digital and physical platforms was another important part of
adidas’ marketing spend in 2022. As a percentage of sales, marketing and point-of-sale
expenses increased 0.3 percentage points to 12.3% (2021: 12.0%). Operating overhead
expenses increased 18% to € 7,498 million (2021: € 6,345 million), including € 253 million of
one-off costs related to the company’s decision to wind down its business in Russia, a settled
legal dispute, as well as restructuring costs as part of the company’s business improvement
program. As a percentage of sales, operating overhead expenses increased 3.4 percentage
points to 33.3% (2021: 29.9%). As a result of the gross margin decrease, the increase in other
operating expenses as a percentage of sales as well as the one-off costs of € 312 million, the
company’s operating profit decreased 66% to € 669 million in 2022 (2021: € 1,986 million).
Consequently, the operating margin decreased 6.4 percentage points to 3.0% compared to the
prior year level of 9.4%.

Net financial result decreases

Financial income doubled to € 39 million in 2022 (2021: € 19 million). Financial expenses were
up 110% to € 320 million (2021: € 153 million), mainly driven by increasing interest rates as
well as currency effects. Net financial expenses were further impacted by one-off costs of
€ 63 million related to cash-pooling in high inflationary countries. As a result, the company
recorded a net financial result of negative € 281 million (2021: negative € 133 million). The
company’s tax rate increased 15.0 percentage points to 34.5% in 2022, mainly driven by non-
deductible expenses in Russia as well as by the derecognition of deferred tax assets (2021:
19.4%).

Net income from continuing operations of € 254 million

Net income from continuing operations decreased 83% to € 254 million in 2022 (2021:
€ 1,492 million). This decline was partly related to one-off costs in the amount of € 350 million.
These one-off costs reflect the company’s decision to wind down its business in Russia, a
settled legal dispute, higher provisions for customs-related risks, cash-pooling in high
inflationary countries as well as restructuring costs as part of the company’'s business
improvement program. Both basic and diluted EPS from continuing operations also decreased
83% to € 1.25 (2021: € 7.47).
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Average operating working capital as percentage of sales of 24.0%

At the end of December 2022, inventories increased 49% to € 5,973 million (2021:
€ 4,009 million). The increase was mainly driven by higher product and freight costs, a
different order pattern as a result of longer transportation lead times, the termination of the
Yeezy partnership, as well as lower prior year comparables due to last year's impact from the
factory lockdowns in Vietnam. On a currency-neutral basis, inventories also increased 49%.
Accounts receivable increased 16% to € 2,529 million at the end of December 2022 (2021:
€ 2,175 million), reflecting the company’s strong growth in Western markets as well as lower
prior year comparables due to last year’'s impact from the factory lockdowns in Vietnam. On a
currency-neutral basis, accounts receivable were also up 16%. Accounts payable increased
27% to € 2,908 million at the end of December 2022 versus € 2,294 million in 2021. This
development mainly reflects higher sourcing volumes as well as higher product and freight
costs. On a currency-neutral basis, accounts payable increased 27%. Average operating
working capital as a percentage of sales increased 4.0 percentage points to 24.0% for the full
year 2022 (2021: 20.0%).

Continuous investments into stores and digital

The company’s capital expenditure increased 4% in 2022 to € 695 million (2021: € 667 million).
Investments in new or remodeled own retail or franchise stores as well as shop-in-shop
presentations of adidas products in customers’ stores represented almost half of the total.
The remainder consisted mainly of investments in Digital/IT and logistics.

Executive and Supervisory Boards propose dividend payment of € 0.70 per share

The adidas Executive and Supervisory Boards will recommend paying a dividend of € 0.70 per
dividend-entitled share to shareholders at the Annual General Meeting on May 11, 2023 (2022:
€ 3.30). This reflects a payout ratio of 49.2% (2022: 40.9%) of net income from continuing
operations and is at the upper end of the target range of between 30% and 50% of net income
from continuing operations as defined in adidas’ dividend policy.

Financial Performance in Q4 2022

Sales in the fourth quarter impacted by the decision to terminate the Yeezy partnership

Currency-neutral revenues in the fourth quarter declined 1%. This development reflects the
negative impact of around € 600 million related to the company’s decision to terminate the
Yeezy partnership at the end of October. In addition, a strong revenue decline in Greater China
(-50%) due to the challenging market environment, company-specific challenges as well as
significant inventory takebacks weighed on the company’s top-line development in the
quarter. At the same time, revenues in Latin America (+47%), Asia-Pacific (+16%]), and EMEA
(+12%) grew at double-digit rates. Currency-neutral sales increased 6% in North America
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amid the discontinuation of the Yeezy partnership which had a particularly strong impact in
this market. From a channel perspective, the company’s top-line development was driven by
wholesale where currency-neutral revenues increased 4%. Revenues in the company’s own
DTC channel declined 1%. While e-commerce revenues decreased 4% during the quarter,
sales in adidas own retail stores increased 1%. In euro terms, total adidas revenues increased
1% versus the prior year to € 5,205 million (2021: € 5,137 million).

Gross margin decreased to 39.1%

In the fourth quarter of 2022, the gross margin declined by 9.9 percentage points to 39.1%
(2021: 49.0%). This decline was driven by significantly higher supply chain costs as well as the
strong increase in promotional activity. These developments could not be offset by price
increases, positive currency developments and a positive channel and market mix.

Operating loss of € 724 million

Other operating expenses were up 13% to € 2,825 million during the fourth quarter (2021:
€ 2,501 million). As a percentage of sales, other operating expenses increased 5.6 percentage
points to 54.3% (2021: 48.7%). Marketing and point-of-sale expenses increased 7% to
€ 767 million (2021: € 715 million) and as a percentage of sales were up to 14.7% (2021:
13.9%). Operating overhead expenses increased 15% to € 2,058 million (2021:
€ 1,786 million). As a percentage of sales, operating overhead expenses increased to 39.5%
(2021: 34.8%). As a result, adidas recorded an operating loss of € 724 million (2021: operating
profit of € 66 million), resulting in a negative operating margin of 13.9% (2021: positive
operating margin of 1.3%). Net loss from continuing operations amounted to € 482 million in
the quarter including one-off costs of around € 50 million mainly related to restructuring
costs as part of the company’s business improvement program (2021: net income from
continuing operations of € 123 million). Both basic and diluted EPS from continuing
operations were negative € 2.69 in the fourth quarter of 2022 (2021: € 0.58).

Outlook for 2023

Underlying operating profit expected to be around break-even level

In 2023, adidas expects currency-neutral revenues to decline at a high-single-digit rate as
macroeconomic challenges and geopolitical tensions persist. Elevated recession risks in
Europe and North America as well as uncertainty around the recovery in Greater China
continue to exist. The company’s revenue development will also be impacted by the initiatives
to significantly reduce high inventory levels. In addition, while the company continues to
review future options for the utilization of its Yeezy inventory, the guidance already reflects
the revenue loss of around € 1.2 billion from potentially not selling the existing stock.
Accounting for the corresponding negative operating profit impact of around € 500 million,
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the company’s underlying operating profit is projected to be around the break-even level in
2023.

Reported operating loss of € 700 million projected

Should the company irrevocably decide not to repurpose any of the existing Yeezy product
going forward, this would result in the potential write-off of the existing Yeezy inventory and
would lower the company’s operating profit by an additional € 500 million this year. In
addition, adidas expects one-off costs of up to € 200 million in 2023. These costs are part of a
strategic review the company is currently conducting aimed at reigniting profitable growth as
of 2024. If all these effects were to materialize, the company expects to report an operating
loss of € 700 million in 2023.
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Contacts:
Media Relations Investor Relations
corporate.press@adidas.com investor.relations@adidas.com
Tel.: +49 (0) 9132 84-2352 Tel.: +49 (0) 9132 84-2920

For more information, please visit adidas-group.com or report.adidas-group.com.
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adidas AG Condensed Consolidated Income Statement (IFRS) € in millions

Quarter ending

Quarter ending

December 31, 2022 December 31, 2021 Change

Net sales 5,205 5,137 1.3%
Cost of sales 3,170 2,618 21.1%
Gross profit 2,035 2,519 (19.2%)
(% of net sales) 39.1% 49.0% (9.9pp]
Royalty and commission income 26 33 (22.4%)
Other operating income 41 15 181.0%
Other operating expenses 2,825 2,501 13.0%
(% of net sales) 54.3% 48.7% 5.6pp
Marketing and point-of-sale expenses 767 715 7.2%
(% of net sales) 14.7% 13.9% 0.8pp
Operating overhead expenses' 2,058 1,786 15.3%
(% of net sales) 39.5% 34.8% 4.8pp
Operating (loss)/profit (724) 66 n.a.
(% of net sales) (13.9%) 1.3% n.a.
Financial income 30 17 75.1%
Financial expenses 41 39 6.3%
(Loss)/income before taxes (734) 44 n.a.
(% of net sales) (14.1%) 0.9% n.a.
(Loss)/income taxes (252) (79) 219.9%
(% of income before taxes) 34.4% (177.6%) n.a.
Net (loss)/income from continuing operations (482) 123 n.a.
(% of net sales) (9.3%) 2.6% n.a.
(Loss)/gain from discontinued operations, net of tax (31) 89 n.a.
Net (loss)/income (513) 213 n.a.
(% of net sales) (9.9%) 41% n.a.
Net (loss)/income attributable to shareholders (512) 202 n.a.
(% of net sales) (9.8%) 3.9% n.a.
Net (loss)/income attributable to non-controlling interests (1) 1" n.a.
Basic earnings per share from continuing operations (in €) (2.69) 0.58 n.a.
Diluted earnings per share from continuing operations (in €) (2.69) 0.58 n.a.
Basic earnings per share from continuing and discontinued operations (in €) (2.87) 1.05 n.a.
Diluted earnings per share from continuing and discontinued operations (in €) (2.87) 1.05 n.a.

1 Aggregated distribution and selling expenses, general and administration expenses, sundry expenses and impairment losses [net] on accounts receivable and contract assets.

Rounding differences may arise.
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Net Sales € in millions

Quarter ending Quarter ending Change

December 31, 2022 December 31, 2021 Change (currency-neutral)

EMEA 2,073 1,832 13.2% 12.2%
North America 1,540 1,303 18.3% 6.0%
Greater China 520 1,037 (49.9%) (49.7%)
Asia-Pacific 606 541 12.0% 16.2%
Latin America 544 397 37.1% 47.2%
Other Businesses 39 28 41.0% 41.6%

Rounding differences may arise.
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adidas AG Condensed Consolidated Income Statement (IFRS) € in millions

Year ending Year ending
December 31, 2022 December 31, 2021 Change
Net sales 22,511 21,234 6.0%
Cost of sales 11,867 10,469 13.4%
Gross profit 10,644 10,765 (1.1%)
(% of net sales) 47.3% 50.7% (3.4pp)
Royalty and commission income 112 86 30.6%
Other operating income 173 28 529.5%
Other operating expenses 10,260 8,892 15.4%
(% of net sales) 45.6% 41.9% 3.7pp
Marketing and point-of-sale expenses 2,763 2,547 8.5%
(% of net sales) 12.3% 12.0% 0.3pp
Operating overhead expenses' 7,498 6,345 18.2%
(% of net sales) 33.3% 29.9% 3.4pp
Operating profit 669 1,986 (66.3%)
(% of net sales) 3.0% 9.4% (6.4pp)
Financial income 39 19 101.7%
Financial expenses 320 153 109.7%
Income before taxes 388 1,852 (79.1%]
(% of net sales) 1.7% 8.7% (7.0pp)]
Income taxes 134 360 (62.8%)
(% of income before taxes) 34.5% 19.4% 15.0pp
Net income from continuing operations 254 1,492 (83.0%)
(% of net sales) 1.1% 7.0% (5.9pp)
Gain from discontinued operations, net of tax 384 666 (42.4%)
Netincome 638 2,158 (70.4%)
(% of net sales) 2.8% 10.2% (7.3pp)
Net income attributable to shareholders 612 2,116 (71.1%)
(% of net sales) 2.7% 10.0% (7.2pp)
Net income attributable to non-controlling interests 26 42 137.9%)
Basic earnings per share from continuing operations (in €) 1.25 7.47 183.3%)
Diluted earnings per share from continuing operations (in €) 1.25 7.47 183.3%)
Basic earnings per share from continuing and discontinued operations (in €) 3.34 10.90 (69.4%)
Diluted earnings per share from continuing and discontinued operations (in €) 3.34 10.90 (69.4%)

1 Aggregated distribution and selling expenses, general and administration expenses, sundry expenses and impairment losses [net] on accounts receivable and contract assets.

Rounding differences may arise.
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Net Sales € in millions

Year ending Year ending Change

December 31, 2022 December 31, 2021 Change (currency-neutral)

EMEA 8,550 7,760 10.2% 8.8%
North America 6,398 5,105 25.3% 11.9%
Greater China 3,179 4,597 (30.9%) (35.8%)
Asia-Pacific 2,241 2,180 2.8% 3.6%
Latin America 2,110 1,446 45.9% 43.7%
Other Businesses 150 145 2.9% 2.9%
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adidas AG Consolidated Statement of Financial Position (IFRS) € in millions

December 31, 2022

December 31, 2021

Change in %

Cash and cash equivalents 798 3,828 (79.2)
Accounts receivable 2,529 2,175 16.3
Other current financial assets 1,014 745 36.0
Inventories 5,973 4,009 49.0
Income tax receivables 102 91 12.4
Other current assets 1,316 1,062 23.9
Assets classified as held for sale - 2,033 n.a.
Total current assets 11,732 13,944 [15.9)
Property, plant and equipment 2,279 2,256 1.0
Right-of-use assets 2,665 2,569 3.7
Goodwill 1,260 1,228 2.6
Other intangible assets 429 352 21.8
Long-term financial assets 301 290 3.6
Other non-current financial assets 336 160 109.6
Deferred tax assets 1,216 1,263 (3.7
Other non-current assets 76 74 3.7
Total non-current assets 8,563 8,193 4.5
Total assets 20,296 22,137 (8.3]
Short-term borrowings 527 29 1,722.5
Accounts payable 2,908 2,294 26.8
Current lease liabilities 643 573 12.2
Other current financial liabilities 424 363 16.6
Income taxes 302 536 (43.6]
Other current provisions 1,589 1,458 9.0
Current accrued liabilities 2,412 2,684 (10.1)
Other current liabilities 452 434 4.2
Liabilities classified as held for sale - 594 n.a.
Total current liabilities 9,257 8,965 3.3
Long-term borrowings 2,946 2,466 19.5
Non-current lease liabilities 2,343 2,263 3.6
Other non-current financial liabilities Lb 51 (14.4]
Pensions and similar obligations 118 267 (55.7)
Deferred tax liabilities 135 122 10.6
Other non-current provisions 88 149 (41.0)
Non-current accrued liabilities 7 8 (9.8
Other non-current liabilities 6 9 (28.8)
Total non-current liabilities 5,688 5,334 6.6
Share capital 179 192 (6.8)
Reserves Lbb 468 (0.4)
Retained earnings 4,347 6,860 (36.6]
Shareholders' equity 4,991 7,519 (33.6]
Non-controlling interests 360 318 13.1
Total equity 5,351 7,837 (31.7)
Total liabilities and equity 20,296 22,137 18.3)
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Additional Balance Sheet Information € in millions

December 31, 2022

December 31, 2021

Change in %

Operating working capital 5,594 3,890 43.8
Working capital 2,475 4,978 (50.3)
Adjusted net borrowings’ 6,047 2,082 190.5
Financial leverage? 121.2% 27.7% 93.5pp

1 Adjusted net borrowings = short-term borrowings + long-term borrowings and future cash used in lease and pension liabilities - cash and cash equivalents and short-term financial assets.

2 Based on shareholders’ equity.
Rounding differences may arise.
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