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ITEM 1.01 ENTRY INTO A MATERIAL DEFINITIVE AGREEMENT

On October 27, 2008 Nautilus, Inc. (the “Company”) entered into a Fourth Amended and Restated Merchant Agreement (the “Agreement”) with HSBC
Bank Nevada, N.A., a National Banking Association (“HSBC”). The Agreement amends and supersedes the Third Amended and Restated Merchant Agreement
between the Company and HSBC, as successor to Household Bank (SB), N.A., dated January 17, 2005.

The Agreement, which will become effective on January 1, 2009, provides for the terms and conditions under which HSBC will continue to provide
financing to consumers purchasing goods from the Company. Such financing arrangements may be offered by HSBC under both a standard credit program for
well qualified borrowers and an extended credit program for less qualified borrowers. The extended credit program is terminable by either HSBC or the Company
upon 90 days’ written notice. Except with respect to applications declined by HSBC, the Company is obligated pursuant to the Agreement to promote the credit
program offered by HSBC and to not seek a similar relationship with other financing providers. The Agreement sets forth certain discount, promotional and other
pricing terms applicable to the Company and its customers in connection with the provision of financing by HSBC. The Agreement is effective until
December 31, 2013, and is automatically renewed for successive two-year terms unless the contract is terminated, which may occur at end of the initial term upon
not less than 180 days’ prior written notice. The Agreement may also be terminated by either party in certain other situations including, but not limited to,
bankruptcy, material adverse changes, dissolution, change of control, and breach of contract.
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