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UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
   

FORM 8-K  
   

CURRENT REPORT  

Pursuant to Section 13 or 15(d) of  
The Securities Exchange Act of 1934  

Date of Report  
(Date of earliest event reported)  

March 6, 2013  
   

AMERICAN EAGLE OUTFITTERS, INC.  

(Exact name of registrant as specified in its charter)  
   

   

   

(412) 432-3300  
(Registrant’s telephone number, including area code)  

N/A  
(Former name or former address, if changed since last report)  

   

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of 
the following provisions (see General Instruction A.2. below):  
   

   

   

   

         

  

  

  

  

Delaware   1-33338   13-2721761 
(State of incorporation)   (Commission File Number)   (IRS Employer Identification No.) 

77 Hot Metal Street  
Pittsburgh, Pennsylvania    15203-2329 

(Address of principal executive offices)   (Zip Code) 

  

� Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

� Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

� Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

� Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 



The information in this Item 2.02 of Form 8-K, including the accompanying exhibits, shall not be deemed to be “filed” for the purposes of 
Section 18 of the Securities and Exchange Act of 1934 (the “Exchange Act”), or otherwise subject to the liability of such section, nor shall such 
information be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act, regardless of the general 
incorporation language of such filing, except as shall be expressly set forth by specific reference in such filing.  

On March 6, 2013, American Eagle Outfitters, Inc. (the “Company”) issued a press release announcing, among other things, the Company’s 
financial results for the fourth quarter ended February 2, 2013. A copy of this press release is attached hereto as Exhibit 99.1. The Company’s 
Management team held a conference call on March 6, 2013 at 9:00 a.m. Eastern Time to review the aforementioned financial results. A replay 
of the conference call will be available beginning March 6, 2013 at 12:00 p.m. Eastern Time through March 13, 2013. To listen to the replay, 
dial 1-877-870-5176, or internationally dial 1-858-384-5517, and reference confirmation code 406212. An audio replay of the conference call 
will also be available at www.ae.com. A copy of the conference call transcript is attached hereto as Exhibit 99.2.  

   

(d) Exhibits  
   

   

SIGNATURE  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the 
undersigned hereunto duly authorized.  
   

EXHIBIT INDEX  
   

   

ITEM 2.02. Results of Operations and Financial Condition 

ITEM 9.01. Financial Statements and Exhibits 

Exhibit No.    Description 

99.1*    Press Release dated March 6, 2013 announcing fourth quarter 2012 financial results 

99.2*    Conference Call Transcript dated March 6, 2013 

* Such Exhibit is being “ furnished”  (not filed) pursuant to Item 2.02 of the Current Report on Form 8-K. 

    

AMERICAN EAGLE OUTFITTERS, INC.  
(Registrant)  

Date: March 8, 2013     By:   /s/ Scott Hurd  
      Scott Hurd 
      Vice President and Controller 

Exhibit  
Number    Description 

99.1*    Press Release dated March 6, 2013 announcing fourth quarter 2012 financial results 

99.2*    Conference Call Transcript dated March 6, 2013 

* Such Exhibit is being “ furnished”  (not filed) pursuant to Item 2.02 of the Current Report on Form 8-K. 



EXHIBIT 99.1 

A MERICAN E AGLE O UTFITTERS  
R EPORTS R ECORD A NNUAL S ALES OF $3.5 BILLION AND 43% G ROWTH IN A DJUSTED EPS  

F OURTH QUARTER S ALES R ISE TO R ECORD L EVEL ; A DJUSTED EPS G ROWS 41%  
B OARD O F D IRECTORS A UTHORIZES 20 M ILLION S HARE R EPURCHASE P ROGRAM  

AND INCREASES Q UARTERLY D IVIDEND  

PITTSBURGH-March 6, 2013 - American Eagle Outfitters, Inc. (NYSE:AEO) today reported adjusted fiscal year 2012 earnings for the 53 
weeks ended February 2, 2013 of $1.39 per share, a 43% increase from fiscal year 2011 adjusted earnings of $0.97 per share for the 52 weeks 
ended January 28, 2012. GAAP earnings of $1.16 per share this year include a loss from discontinued operations of ($0.16) per share, a tax 
benefit of $0.06 per share and restructuring and store impairment charges of ($0.13) per share. The EPS figures refer to diluted earnings per 
share.  

Robert Hanson, chief executive officer stated, “I’m extremely pleased with our progress in 2012 as the team delivered on our near-term 
priorities and exceeded our targeted financial metrics. In a competitive and volatile consumer environment, we drove a strong top line on leaner 
inventories, reduced markdowns and achieved cost leverage. We remain focused on our strategic plan aimed at fortifying our brands and 
processes and growing our business across North America. Concurrently, we are laying the ground work for transformational global expansion, 
while continuing to drive strong returns to our shareholders.”  

For the 14 weeks ended February 2, 2013 the company reported adjusted earnings of $0.55 per share, a 41% increase compared to adjusted EPS 
of $0.39 for the 13 weeks ended January 28, 2012. EPS was in line with the company’s guidance. GAAP earnings of $0.47 per share this year 
include a tax benefit of $0.04 per share and restructuring and store impairment charges of ($0.12) per share. A reconciliation of GAAP to non-
GAAP financial measures is provided in the following tables.  

Cash Distributions to Shareholders  

The board of directors authorized 20 million shares under a new share repurchase program and raised the quarterly cash dividend to $0.125 per 
share, a 14% increase. Due to the early payment of the first quarter dividend of $0.11, which was paid on December 28, 2012, the increased 
dividend distribution will begin in the second quarter. In 2012, the company returned $577 million to shareholders through dividend payments 
totaling $403 million and repurchased 8.4 million shares for a total of $174 million. After cash distributions, the company ended fiscal 2012 
with total cash and short-term investments of $631 million.  

“We remain committed to using our strong balance sheet and free cash flow to invest in our business to support long-term profitable growth 
and to consistently return cash to our shareholders,” added Robert Hanson.  

Fiscal 2012 Non-GAAP Results  

The following discussion is based on Non-GAAP results, which exclude tax benefits, restructuring and store impairment costs as presented in 
the accompanying GAAP to Non-GAAP reconciliations.  



   

   

   

   

Fourth Quarter 2012 Non-GAAP Results  

The following discussion is based on Non-GAAP results, which exclude tax benefits, restructuring and store impairment costs as presented in 
the accompanying GAAP to Non-GAAP reconciliations.  
   

   

   

   

   

AEO Direct  

For the year, comparable sales for AEO Direct increased 25% to total sales of $467 million. In the fourth quarter, comparable sales for AEO 
Direct increased 24%, compared to a 19% increase last year.  

Inventory  

Total merchandise inventories at the end of the fourth quarter declined 10% to $332 million compared to $368 million last year. At cost per 
foot, inventory decreased 8%. First quarter 2013 ending inventory cost per foot is expected to be down in the mid single-digits.  

Capital Expenditures  

In 2012, capital expenditures totaled $94 million, with approximately half related to store investments and the balance to information 
technology and investments in e-commerce. For fiscal 2013, the company expects capital expenditures of $250 million to $280 million. In 
addition to investments in store growth and maintenance projects, the company’s capital spending plan includes building a new distribution 
center to support online growth, the installation of a new fleet-wide point-of-sale system and an upgraded merchandise planning system.  

  
•   Total net revenue for the 53 weeks increased 11% to a record $3.48 billion from $3.12 billion for the 52 week period last year. 

Consolidated comparable sales for the 53 weeks increased 9% over the comparable 53 week period last year. This follows a 4% 
increase last year.  

  
•   Gross profit increased 21% to $1.39 billion and increased 330 basis points to 40.0% as a rate to revenue, driven by lower product 

costs, markdown improvements and rent leverage.  

  
•   Selling, general and administrative expense of $829 million increased16%, and 90 basis points as a rate to revenue. Increased 

incentive costs and planned advertising investments offset the leverage of other expenses, primarily store payroll.  

  
•   Operating income increased 49% to $437 million. The operating margin expanded 320 basis points to 12.6%, the company’s best 

operating margin rate since 2008.  
  •   Adjusted EPS of $1.39 compares to $0.97 last year, a 43% increase.  

  
•   Total net revenue for the 14 weeks increased 9% to a record $1.12 billion from $1.03 billion for the 13 week period last year. 

Consolidated comparable sales for the 14 weeks increased 4% over the comparable 14 week period last year. This follows an 11% 
increase last year.  

  
•   Gross profit increased 27% to $461 million and increased 600 basis points to 41.2% as a rate to revenue, driven by lower product 

costs, markdown improvements and rent leverage.  

  
•   Selling, general and administrative expense of $253 million increased 230 basis points to 22.6% as a rate to revenue, due to higher 

incentive costs and planned advertising investments.  

  
•   Operating income increased 48% to $177 million. The operating margin expanded 430 basis points to 15.9%, the company’s best 

operating income rate since 2007.  
  •   Adjusted EPS of $0.55 compares to $0.39 last year, a 41% increase.  



Real Estate  

In 2012 total square footage decreased 1% from last year. The company opened 16 stores, closed 41 stores and completed 48 remodels. For 
additional fiscal 2012 actual and fiscal 2013 projected real estate information, see the accompanying table.  

Store Impairment  

During the fourth quarter, the company incurred pre-tax store asset impairment charges of $34 million, related to 42 aerie and nine AE stores.  

Discontinued Operations- 77kids  

On August 3, 2012, the company completed the sale of 77kids. In conjunction with the sale, the company incurred total after-tax losses of $32 
million, or $0.16 per share, for the year ended February 2, 2013. 77kids results are presented as discontinued operations for all periods. 
Additionally, all prior period inventory balances for 77kids have been recorded as an asset held for sale on the company’s consolidated balance 
sheets.  

Future Outlook  

With macro-economic headwinds and unfavorable weather affecting consumer spending in February, management is issuing first quarter EPS 
guidance of $0.16 to $0.19 per diluted share, compared to EPS from continuing operations of $0.22 last year. EPS guidance is based on 
comparable store sales in the negative mid-single digit range, compared to a 17% increase in the first quarter of last year. Management remains 
committed to its strategic plan annual targets of 7 to 9% top line CAGR, 12 to 15% EBIT CAGR, and a ROIC of 14 to 17%.  

Conference Call and Supplemental Financial Information  

Today, management will host a conference call and real time webcast at 9:00 a.m. Eastern Time. To listen to the call, dial 1-877-407-0789 or 
internationally dial 1-201-689-8562 or go to www.ae.com to access the webcast and audio replay. Also, a financial results presentation is 
posted on the company’s website.  

Non-GAAP Measures  

This press release includes information on non-GAAP financial measures (“non-GAAP” or “adjusted”), including earnings per share 
information and the consolidated results of operations excluding non-GAAP items. These financial measures are not based on any standardized 
methodology prescribed by U.S. generally accepted accounting principles (“GAAP”) and are not necessarily comparable to similar measures 
presented by other companies. The company believes that this non-GAAP information is useful as an additional means for investors to evaluate 
the company’s operating performance, when reviewed in conjunction with the company’s GAAP financial statements. These amounts are not 
determined in accordance with GAAP and therefore, should not be used exclusively in evaluating the company’s business and operations.  

* * * *  

About American Eagle Outfitters, Inc.  

American Eagle Outfitters, Inc. (NYSE: AEO) is a leading global specialty retailer offering high-quality, on-trend clothing, accessories and 
personal care products at affordable prices under its American Eagle Outfitters and Aerie brands. The company operates more than 1,000 
stores in North America, and ships to 81 countries worldwide through its websites. American Eagle Outfitters and Aerie merchandise also is 
available at approximately 55 international franchise stores in 14 countries. For more information, please visit www.ae.com .  

® ® 



“Safe Harbor” Statement under the Private Securities Litigation Reform Act of 1995: This release contains forward-looking statements, which 
represent our expectations or beliefs concerning future events, specifically regarding first quarter and fiscal 2013 results. All forward-looking 
statements made by the company involve material risks and uncertainties and are subject to change based on factors beyond the company’s 
control. Such factors include, but are not limited to the risk that the company’s operating, financial and capital plans may not be achieved and 
the risks described in the Risk Factor Section of the company’s Form 10-K and Form 10-Q filed with the Securities and Exchange 
Commission. Accordingly, the company’s future performance and financial results may differ materially from those expressed or implied in 
any such forward-looking statements. The company does not undertake to publicly update or revise its forward-looking statements even if 
future changes make it clear that projected results expressed or implied will not be realized.  
   
CONTACT:       American Eagle Outfitters Inc. 

      Judy Meehan 412-432-3300 



AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED BALANCE SHEETS  

(Dollars in thousands)  
   
     February  2,  

2013   
  January  28,  

2012          
     (unaudited)         

ASSETS       

Cash and cash equivalents     $ 509,119      $ 719,545    
Short-term investments       121,873        25,499    
Merchandise inventory       332,452        367,514    
Assets held for sale       —          10,912    
Accounts receivable       46,321        40,310    
Prepaid expenses and other       73,805        74,947    
Deferred income taxes       58,230        48,761    

                     

Total current assets       1,141,800        1,287,488    
                     

Property and equipment, net       509,633        582,162    
Intangible assets, net       38,136        39,832    
Goodwill       11,484        11,469    
Non-current deferred income taxes       31,282        13,467    
Other assets       23,718        16,384    

                     

Total Assets     $ 1,756,053      $ 1,950,802    
         

  

        

  

LIABILITIES AND STOCKHOLDERS ’  EQUITY       

Accounts payable     $ 176,874      $ 183,783    
Accrued compensation and payroll taxes       65,533        42,625    
Accrued rent       77,873        76,921    
Accrued income and other taxes       29,155        20,135    
Unredeemed gift cards and gift certificates       46,458        44,970    
Current portion of deferred lease credits       13,381        15,066    
Other current liabilities and accrued expenses       26,628        21,901    

                     

Total current liabilities       435,902        405,401    
                     

Deferred lease credits       59,571        71,880    
Non-current accrued income taxes       19,011        35,471    
Other non-current liabilities       20,382        21,199    

                     

Total non-current liabilities       98,964        128,550    
                     

Commitments and contingencies       —          —      
Preferred stock       —          —      
Common stock       2,496        2,496    
Contributed capital       627,065        552,797    
Accumulated other comprehensive income       29,297        28,659    
Retained earnings       1,553,058        1,771,464    
Treasury stock       (990,729 )      (938,565 )  

                     

Total stockholders’  equity       1,221,187        1,416,851    
                     

Total Liabilities and Stockholders’  Equity     $ 1,756,053      $ 1,950,802    
         

  

        

  

Current Ratio       2.62        3.18    



AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars and shares in thousands, except per share amounts)  

(unaudited)  
   
     14 Weeks Ended 

 
February 2,  

2013   

  

% of  
Revenue   

  13 Weeks Ended 

 
January 28,  

2012   

  

% of  
Revenue   

           

           

Total net revenue     $ 1,117,053        100.0 %    $ 1,028,442        100.0 %  
Cost of sales, including certain buying,           

occupancy and warehousing expenses       657,298        58.8 %      666,100        64.8 %  
                                         

Gross profit       459,755        41.2 %      362,342        35.2 %  
Selling, general and administrative expenses       255,251        22.9 %      214,071        20.8 %  
Loss on impairment of assets       34,427        3.1 %      19,178        1.9 %  
Depreciation and amortization       30,116        2.7 %      34,110        3.3 %  

                                         

Operating income       139,961        12.5 %      94,983        9.2 %  
Other income, net       1,446        0.1 %      338        0.1 %  

                                         

Income before income taxes       141,407        12.6 %      95,321        9.3 %  
Provision for income taxes       46,631        4.1 %      34,956        3.4 %  

                                         

Income from continuing operations       94,776        8.5 %      60,365        5.9 %  
Loss from discontinued operations, net of tax       —          0.0 %      (9,081 )      -0.9 %  

                                         

Net income     $ 94,776        8.5 %    $ 51,284        5.0 %  
                                         

Basic income per common share:           

Income from continuing operations     $ 0.48        $ 0.31      
Loss from discontinued operations       0.00          (0.05 )    

                         

Net income per basic share     $ 0.48        $ 0.26      
                         

Diluted income per common share:           

Income from continuing operations     $ 0.47        $ 0.31      
Loss from discontinued operations       0.00          (0.05 )    

                         

Net income per diluted share     $ 0.47        $ 0.26      
                         

Weighted average common shares outstanding – basic       196,137          193,798      
Weighted average common shares outstanding – diluted       201,376          195,913      

     

53 Weeks Ended 

 
February 2,  

2013     
% of  
Sales     

52 Weeks Ended 

 
January 28,  

2012     
% of  
Sales   

Total net revenue     $ 3,475,802        100.0 %    $ 3,120,065        100.0 %  
Cost of sales, including certain buying, occupancy and warehousing 

expenses       2,085,480        60.0 %      1,975,471        63.3 %  
                                         

Gross profit       1,390,322        40.0 %      1,144,594        36.7 %  
Selling, general and administrative expenses       834,601        24.0 %      718,123        23.0 %  
Loss on impairment of assets       34,869        1.0 %      19,178        0.6 %  
Depreciation and amortization       126,246        3.6 %      137,958        4.5 %  

                                         

Operating income       394,606        11.4 %      269,335        8.6 %  
Other income, net       7,432        0.2 %      5,874        0.2 %  

                                         

Income before income taxes       402,038        11.6 %      275,209        8.8 %  
Provision for income taxes       137,940        4.0 %      99,930        3.2 %  

                                         

Income from continuing operations       264,098        7.6 %      175,279        5.6 %  
Loss from discontinued operations, net of tax       (31,990 )      -0.9 %      (23,574 )      -0.7 %  

         
  

        
  

        
  

        
  

Net income     $ 232,108        6.7 %    $ 151,705        4.9 %  
                                         

Basic income per common share:           

Income from continuing operations     $ 1.35        $ 0.90      
Loss from discontinued operations       (0.16 )        (0.12 )    

                         

Net income per basic share     $ 1.19        $ 0.78      
         

  
          

  
  

Diluted income per common share:           
Income from continuing operations     $ 1.32        $ 0.89      
Loss from discontinued operations       (0.16 )        (0.12 )    

                         

Net income per diluted share     $ 1.16        $ 0.77      
                         

Weighted average common shares outstanding – basic       196,211          194,445      
Weighted average common shares outstanding – diluted       200,665          196,314      



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  

CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars and shares in thousands, except per share amounts)  

(unaudited)  
   

   

     
14 Weeks Ended  
February 2, 2013   

     
American Eagle Outfitters, Inc.  

(GAAP Basis)     
Tax Benefits 

    

Restructuring  
and Impairment 

 
Costs     

American Eagle Outfitters, Inc.  
(Non-GAAP Basis)   

            
% of  

Revenue                        
% of  

Revenue   
Total net revenue     $ 1,117,053         100.0 %    $ —        $ —        $ 1,117,053         100.0 %  
Cost of sales, including certain buying, 

occupancy and warehousing expenses       657,298         58.8 %      —          893        656,405         58.8 %  
                                                               

Gross profit       459,755         41.2 %      —          (893 )      460,648         41.2 %  
Selling, general and administrative expenses       255,251         22.9 %      —          2,121        253,130         22.6 %  
Loss on impairment of assets       34,427         3.1 %      —          34,427        —           0.0 %  
Depreciation and amortization       30,116         2.7 %      —          —          30,116         2.7 %  

                                                               

Operating income (loss)       139,961         12.5 %      —          (37,441 )      177,402         15.9 %  
Other income, net       1,446         0.1 %      —          —          1,446         0.1 %  

                                                               

Income (loss) before income taxes       141,407         12.6 %      —          (37,441 )      178,848         16.0 %  
Provision (benefit) for income taxes       46,631         4.1 %      (7,366 )      (14,269 )      68,266         6.1 %  

                                                               

Income (loss) from continuing operations       94,776         8.5 %      7,366        (23,172 )      110,582         9.9 %  
         

  
         

  
        

  
        

  
        

  
         

  

Loss from discontinued operations, net of tax       —           0.0 %      —          —          —           0.0 %  
                                                               

Net income (loss)     $ 94,776         8.5 %    $ 7,366      $ (23,172 )    $ 110,582         9.9 %  
         

  
         

  
        

  
        

  
        

  
         

  

Basic income per common share                 
Income from continuing operations     $ 0.48         $ 0.04      $ (0.12 )    $ 0.56       
Loss from discontinued operations     $ 0.00         $ 0.00      $ 0.00      $ 0.00       

                                               

Basic income per common share     $ 0.48         $ 0.04      $ (0.12 )    $ 0.56       
Diluted income per common share                 

Income from continuing operations     $ 0.47         $ 0.04      $ (0.12 )    $ 0.55       
Loss from discontinued operations     $ 0.00         $ 0.00      $ 0.00      $ 0.00       

                                               

Diluted income per common share     $ 0.47         $ 0.04      $ (0.12 )    $ 0.55       
Weighted average common shares 

outstanding - basic       196,137           196,137        196,137        196,137       
Weighted average common shares 

outstanding - diluted       201,376           201,376        201,376        201,376       

(1)- Non-GAAP Items consist of $7.4 million of tax benefits from audit settlements, offset by $35.3 million of pre-tax asset impairments and 
inventory charges for the AE and aerie brand and $2.1 million of pre-tax severance and related employee costs. 

  (1) (1) 



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  

CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars and shares in thousands, except per share amounts)  

(unaudited)  
   

   

     
13 Weeks Ended  
January 28, 2012   

     
American Eagle Outfitters,  

Inc. (GAAP Basis)     

Restructuring  
and Impairment 

 
Costs     

American Eagle Outfitters,  
Inc. (Non-GAAP Basis)   

           
% of  

Revenue                 
% of  

Revenue   
Total net revenue     $ 1,028,442        100.0 %    $ —        $ 1,028,442        100.0 %  
Cost of sales, including certain buying, occupancy and 

warehousing expenses       666,100        64.8 %      —          666,100        64.8 %  
                                                   

Gross profit       362,342        35.2 %      —          362,342        35.2 %  
Selling, general and administrative expenses       214,071        20.8 %      5,536        208,535        20.3 %  
Loss on impairment of assets       19,178        1.9 %      19,178        —          0.0 %  
Depreciation and amortization       34,110        3.3 %      —          34,110        3.3 %  

                                                   

Operating income (loss)       94,983        9.2 %      (24,714 )      119,697        11.6 %  
Other (expense) income, net       338        0.1 %      (677 )      1,015        0.1 %  

                                                   

Income (loss) before income taxes       95,321        9.3 %      (25,391 )      120,712        11.7 %  
Provision (benefit) for income taxes       34,956        3.4 %      (9,725 )      44,681        4.3 %  

                                                   

Income (loss) from continuing operations       60,365        5.9 %      (15,666 )      76,031        7.4 %  
         

  
        

  
        

  
        

  
        

  

Loss from discontinued operations, net of tax       (9,081 )      -0.9 %      —          (9,081 )      -0.9 %  
                                                   

Net income (loss)     $ 51,284        5.0 %    $ (15,666 )    $ 66,950        6.5 %  
         

  
        

  
        

  
        

  
        

  

Basic income per common share             
Income from continuing operations     $ 0.31        $ (0.08 )    $ 0.39      
Loss from discontinued operations     $ (0.05 )      $ 0.00      $ (0.05 )    

                                   

Basic income per common share     $ 0.26        $ (0.08 )    $ 0.34      
Diluted income per common share             

Income from continuing operations     $ 0.31        $ (0.08 )    $ 0.39      
Loss from discontinued operations     $ (0.05 )      $ 0.00      $ (0.05 )    

                                   

Diluted income per common share     $ 0.26        $ (0.08 )    $ 0.34      
Weighted average common shares outstanding - basic       193,798          193,798        193,798      
Weighted average common shares outstanding - diluted       195,913          195,913        195,913      

(1)- Non-GAAP items consist of $19.2 million of pre-tax store asset impairment charges for the AE and aerie brand and $6.2 million of pre-
tax executive transition costs. 

(1) 



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  

CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars and shares in thousands, except per share amounts)  

(unaudited)  
   

   

     
53 Weeks Ended  
February 2, 2013   

     
American Eagle Outfitters,  

Inc. (GAAP Basis)     
Tax Benefits 

    

Restructuring  
and Impairment 

 
Costs     

American Eagle Outfitters, Inc.  
(Non-GAAP Basis)   

           
% of  

Revenue                       
% of  

Revenue   
Total net revenue     $ 3,475,802        100.0 %    $ —        $ —        $ 3,475,802        100.0 %  
Cost of sales, including certain buying, 

occupancy and warehousing expenses       2,085,480        60.0 %      —          893        2,084,587        60.0 %  
                                                             

Gross profit       1,390,322        40.0 %      —          (893 )      1,391,215        40.0 %  
Selling, general and administrative expenses       834,601        24.0 %      —          6,046        828,555        23.8 %  
Loss on impairment of assets       34,869        1.0 %      —          34,869        —          0.0 %  
Depreciation and amortization       126,246        3.6 %      —          710        125,536        3.6 %  

                                                             

Operating income (loss)       394,606        11.4 %      —          (42,518 )      437,124        12.6 %  
Other income, net       7,432        0.2 %      —          —          7,432        0.2 %  

                                                             

Income (loss) before income taxes       402,038        11.6 %      —          (42,518 )      444,556        12.8 %  
Provision (benefit) for income taxes       137,940        4.0 %      (11,777 )      (16,151 )      165,868        4.8 %  

                                                             

Income (loss) from continuing operations       264,098        7.6 %      11,777        (26,367 )      278,688        8.0 %  
         

  
        

  
        

  
        

  
        

  
        

  

Loss from discontinued operations, net of tax       (31,990 )      -0.9 %      —          —          (31,990 )      -0.9 %  
                                                             

Net income (loss)     $ 232,108        6.7 %    $ 11,777      $ (26,367 )    $ 246,698        7.1 %  
         

  
        

  
        

  
        

  
        

  
        

  

Basic income per common share               
Income from continuing operations     $ 1.35        $ 0.06      $ (0.13 )    $ 1.42      
Loss from discontinued operations     $ (0.16 )      $ 0.00      $ 0.00      $ (0.16 )    

                                             

Basic income per common share     $ 1.19        $ 0.06      $ (0.13 )    $ 1.26      
Diluted income per common share               

Income from continuing operations     $ 1.32        $ 0.06      $ (0.13 )    $ 1.39      
Loss from discontinued operations     $ (0.16 )      $ 0.00      $ 0.00      $ (0.16 )    

                                             

Diluted income per common share     $ 1.16        $ 0.06      $ (0.13 )    $ 1.23      
Weighted average common shares outstanding 

- basic       196,211          196,211        196,211        196,211      
Weighted average common shares outstanding 

- diluted       200,665          200,665        200,665        200,665      

(1)- Non-GAAP Items consist of $11.8 million of tax benefits from audit settlements, offset by $36.5 million of pre-tax asset impairments, 
asset write-offs and inventory charges for the AE and aerie brand and $6.0 million of pre-tax severance and related employee costs. 

  (1) (1) 



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  

CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars and shares in thousands, except per share amounts)  

(unaudited)  
   

   

     
52 Weeks Ended  
January 28, 2012   

     
American Eagle Outfitters, Inc.  

(GAAP Basis)     

Restructuring  
and Impairment 

 
Costs     

American Eagle Outfitters, Inc.  
(Non-GAAP Basis)   

           
% of  

Revenue                 
% of  

Revenue   
Total net revenue     $ 3,120,065        100.0 %    $ —        $ 3,120,065        100.0 %  
Cost of sales, including certain buying, occupancy 

and warehousing expenses       1,975,471        63.3 %      —          1,975,471        63.3 %  
                                                   

Gross profit       1,144,594        36.7 %      —          1,144,594        36.7 %  
Selling, general and administrative expenses       718,123        23.0 %      5,536        712,587        22.9 %  
Loss on impairment of assets       19,178        0.6 %      19,178        —          0.0 %  
Depreciation and amortization       137,958        4.5 %      —          137,958        4.4 %  

                                                   

Operating income (loss)       269,335        8.6 %      (24,714 )      294,049        9.4 %  
Other (expense) income, net       5,874        0.2 %      (677 )      6,551        0.2 %  

                                                   

Income (loss) before income taxes       275,209        8.8 %      (25,391 )      300,600        9.6 %  
Provision (benefit) for income taxes       99,930        3.2 %      (9,725 )      109,655        3.5 %  

                                                   

Income (loss) from continuing operations       175,279        5.6 %      (15,666 )      190,945        6.1 %  
         

  
        

  
        

  
        

  
        

  

Loss from discontinued operations, net of tax       (23,574 )      -0.7 %      —          (23,574 )      -0.9 %  
                                                   

Net income (loss)     $ 151,705        4.9 %    $ (15,666 )    $ 167,371        5.4 %  
         

  
        

  
        

  
        

  
        

  

Basic income per common share             
Income from continuing operations     $ 0.90        $ (0.08 )    $ 0.98      
Loss from discontinued operations     $ (0.12 )      $ 0.00      $ (0.12 )    

                                   

Basic income per common share     $ 0.78        $ (0.08 )    $ 0.86      
Diluted income per common share             

Income from continuing operations     $ 0.89        $ (0.08 )    $ 0.97      
Loss from discontinued operations     $ (0.12 )      $ 0.00      $ (0.12 )    

                                   

Diluted income per common share     $ 0.77        $ (0.08 )    $ 0.85      
Weighted average common shares outstanding - basic      194,445          194,445        194,445      
Weighted average common shares outstanding - 

diluted       196,314          196,314        196,314      

(1)- Non-GAAP items consist of $19.2 million of pre-tax store asset impairment charges for the AE and aerie brand and $6.2 million of pre-
tax executive transition costs. 

(1) 



AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED STATEMENTS OF CASH FLOWS  

(Dollars in thousands)  
(unaudited)  

   

     

53 Weeks Ended 

 
February  2,  

2013     

52 Weeks Ended 

 
January  28,  

2012   

Operating activities:       

Net income     $ 232,108      $ 151,705    
Loss from discontinued operations       31,990        23,574    

                     

Income from continuing operations       264,098        175,279    
Adjustments to reconcile income from continuing operations to net cash from operating activities of 

continuing operations:       

Depreciation and amortization       128,397        140,502    
Share-based compensation       66,349        11,724    
Provision for deferred income taxes       (31,418 )      4,207    
Tax benefit from share-based payments       14,050        356    
Excess tax benefit from share-based payments       (13,279 )      (373 )  
Foreign currency transaction loss (gain)       100        (325 )  
Loss on impairment of assets       34,869        19,718    

Changes in assets and liabilities:       

Merchandise inventory       35,202        (73,850 )  
Accounts receivable       (6,664 )      (3,226 )  
Prepaid expenses and other       404        (21,051 )  
Other assets       (8,165 )      2,445    
Accounts payable       (10,468 )      16,636    
Unredeemed gift cards and gift certificates       1,473        3,981    
Deferred lease credits       (11,073 )      (9,111 )  
Accrued compensation and payroll taxes       23,018        7,576    
Accrued income and other taxes       (7,408 )      (14,566 )  
Accrued liabilities       20,186        18,215    

                     

Total adjustments       235,573        102,858    
                     

Net cash provided by operating activities from continuing operations     $ 499,671      $ 278,137    
Investing activities:       

Capital expenditures for property and equipment       (93,939 )      (89,466 )  
Acquisition of intangible assets       (1,125 )      (34,181 )  
Purchase of available-for-sale securities       (111,086 )      (193,851 )  
Sale of available-for-sale securities       15,500        240,797    

         
  

        
  

Net cash used for investing activities from continuing operations     $ (190,650 )    $ (76,701 )  
Financing activities:       

Payments on capital leases       (3,066 )      (3,256 )  
Repurchase of common stock as part of publicly announced programs       (173,554 )      (15,160 )  
Repurchase of common stock from employees       (4,125 )      (2,189 )  
Net proceeds from stock options exercised       76,401        5,098    
Excess tax benefit from share-based payments       13,279        373    
Cash dividends paid       (403,490 )      (85,592 )  

                     

Net cash used for financing activities from continuing operations     $ (494,555 )    $ (100,726 )  
                     

Effect of exchange rates on cash       504        798    
                     

Cash flows of discontinued operations       

Net cash used for operating activities       (24,616 )      (38,881 )  
Net cash used for investing activities       (780 )      (10,675 )  
Net cash used for financing activities       —          —      
Effect of exchange rate on cash       —          —      

                     

Net cash used for discontinued operations     $ (25,396 )    $ (49,556 )  
                     

Net decrease in cash and cash equivalents     $ (210,426 )    $ 51,952    
Cash and cash equivalents - beginning of period       719,545        667,593    

                     

Cash and cash equivalents - end of period     $ 509,119      $ 719,545    
         

  

        

  



AMERICAN EAGLE OUTFITTERS, INC.  
COMPARABLE STORE SALES RESULTS BY BRAND  

(unaudited)  
   

   

     
Fourth Quarter  

Comparable Store Sales    
     2012     2011   
American Eagle Outfitters, Inc.       4 %      11 %  
AE Brand Stores       1 %      10 %  
aerie Stores       -3 %      6 %  
AEO Direct       24 %      19 %  

     
Fiscal Year  

Comparable  Store Sales    
     2012     2011   
American Eagle Outfitters, Inc.       9 %      4 %  
AE Brand Stores       7 %      3 %  
aerie Stores       6 %      2 %  
AEO Direct       25 %      16 %  

(1) Comparable store sales are from continuing operations and exclude 77kids. 
(2) AEO Direct is comprised of ae.com and aerie.com. AEO Direct is included in consolidated comparable store sales. 

(1) 

(2) 

(2) 

(1) 

(2) 

(2) 



AMERICAN EAGLE OUTFITTERS, INC.  
REAL ESTATE INFORMATION  

(unaudited)  
   

   

     

Fourth Quarter 

 
Fiscal 2012   

Full Year  
Fiscal 2012   

Fiscal 2013  
Guidance 

Consolidated stores at beginning of period     1,063   1,069   1,044 
Consolidated stores opened during the period         

AE Brand     3   16   50 
Consolidated stores closed during the period         

AE Brand     (19)   (34)   (20) -(30) 
aerie     (3)   (7)   (15) -(20) 

                

Total consolidated stores at end of period     1,044   1,044   1044 - 1059 
Stores remodeled and refurbished during the period     2   48   45 - 55 
Total gross square footage at end of period     6,203,278   6,203,278   Not Provided 
International franchise stores at end of period     49   49   63 

(1)- Consolidated store data and total gross square footage exclude all 77kids store locations. 
(2)- International franchise stores are not included in the consolidated store data or the total gross square footage calculation. 

(1) 

(2) 



EXHIBIT 99.2 

American Eagle Outfitters, Inc.  
Fourth Quarter 2012  
Conference Call Transcript dated March 6, 2013  

Operator : Greetings, and welcome to the American Eagle fourth-quarter 2012 earnings conference call. At this time all participants are in a 
listen-only mode. A brief question-and-answer session will follow the formal presentation. As a reminder this conference is being recorded. It 
is now my pleasure to introduce your host, Judy Meehan, Vice President of Investor Relations. Thank you, Ms. Meehan, you may now begin.  

Judy Meehan- American Eagle Outfitters Inc- VP IR: Good morning, everyone. Joining me today are Robert Hanson, Chief Executive 
Officer; Roger Markfield, Executive Creative Director; and Mary Boland, Chief Financial and Administrative Officer.  

Before we begin today’s call, I need to remind you that during this conference call we will make certain forward-looking statements. These 
statements are based upon information that represents the Company’s current expectations or beliefs, and results actually realized may differ 
materially from those expectations or beliefs based on risk factors included in our quarterly and annual reports filed with the SEC. Our 
comments today will focus on non-GAAP results from continuing operations. Please refer to the tables attached to the press release. We’ve also 
posted a financial supplement on our website, which Mary will refer to. Now, I’d like to turn the call over to Robert for opening remarks.  

Robert Hanson- American Eagle Outfitters Inc- CEO: Good morning, everyone. I’m pleased with the strength and consistency of our 
performance in 2012. As we were developing our long-term strategy plan, early last year, we set our near-term focus on five immediate 
priorities — driving a competitive top line; generating margin flow-through from improved inventory management; rebalancing the store fleet; 
distorting our online business; and gaining leverage on our infrastructure. The team’s focus on these priorities and efforts to strengthen 
merchandising led to one of our best years in recent history. We delivered a brand- and product-driven customer experience, sharper and more 
distinctive for our customers.  

For the year, we well exceeded our targeted annual financial metrics — revenue rose 11% to a record $3.5 billion; EBIT grew 51%; and we 
generated strong returns, with an ROIC of 18%. Our annual operating margin of 12.6% was the best rate since 2008. In the fourth quarter, we 
achieved a 9% revenue increase and an operating margin of 15.9%. That was our best since 2007. EPS grew 41%. I’m proud of how the team 
managed through an unpredictable period, achieving strong revenue growth, following an 11% increase last year. That said, we continue to see 
plenty of opportunity for further improvements.  

In 2012, we began concentrating our efforts on the first pillar of our strategy plan, fortifying our brand’s capabilities and processes. Throughout 
the year, the American Eagle Outfitters team created strong merchandise improvements, leading to comp growth across the assortment. We’ve 
strengthened the brand, combined with a more distinctive lifestyle point of view, broadened our customer appeal. Brand traffic, both online and 
in-store, grew at a healthy pace this year, and we saw a 36% increase in new customers in our AE Rewards program. We plan to build on our 
fortification initiatives, which I will speak to a bit later.  

Aerie delivered consistent margin and profit improvements, and was accretive to earnings. We’ve experienced particular strength in the direct 
channel, and have seen a positive customer response as we refocused on our famous for intimates categories. We’re strengthening the store 
fleet, and will close approximately 15 to 20 stores in 2013. We continue to have confidence in our opportunity for Aerie, as we fortify the 
brand, refine our assortments, and leverage our American Eagle Outfitters customers to a greater degree. Fortifying our processes, including 
strengthened inventory principles and supply chain initiatives, led to margin gains. Positive comps were achieved on lower inventories, and we 
realized a higher selling price and a reduction in the markdown rate in each quarter of the year. We delivered more frequent merchandise flows, 
enhancing the customer experience, and increased our inventory turns.  



We realized the benefits from lower product costs beyond the benefit of cotton, and have begun to see margin improvement from our product 
development and supply chain initiatives. Growth in our online channel was consistent and strong in 2012, with a 25% comp increase, sales 
reaching a record $467 million, and with higher margin flow-through versus last year. We generated strong returns to our shareholders, 
distributing $403 million in dividends and $174 million in stock buybacks, and we ended the year with $631 million in cash. As part of our 
ongoing commitment to consistently return cash to shareholders, our Board of Directors authorized an additional 20 million shares for 
repurchase, and raised our cash dividend to an annual rate of $0.50 per share.  

I want to thank the teams for delivering a terrific performance in 2012. We managed well through an unstable macroeconomic environment. 
We’re confident in our brand, our merchandise assortments, and our strategic initiatives. The fundamentals of our business are healthy, and our 
financial condition is excellent. We remain focused on building on last year’s momentum, making improvements to the bottom line with a 
strong ROIC focus. I’ll come back in a few minutes and provide an update on our progress and some of the key projects aimed at driving our 
performance. Now, over to Roger.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Thanks, Robert. As I look back on 2012, I’m extremely 
pleased with the progress and consistency we saw across the business. Our efforts to fortify our brands and process yielded strong results. The 
American Eagle Outfitters brand achieved record sales and a strong recovery in merchandise profitability. We consistently delivered unique, 
fashion-leading assortments that set us apart from our peers in the marketplace. Both men’s and women’s generated positive comps throughout 
the year. Our average realized price increased and markdowns declined as our customers responded to the improvements in merchandising.  

Positive sales were achieved across categories, where we offered great color, coordinated assortments, fashion silhouettes within knit tops, 
sweaters, denim, pants, and shorts. We began flowing new merchandise more frequently and our customers responded well. I give accolades to 
our merchandising and design teams led by Fred, Amy, and Tana. Over the past few years they’ve built a highly creative and talented team who 
strongly embrace and live the American Eagle lifestyle and are driven to win every day.  

With a great year now behind us, we are focused on the numerous opportunities ahead of us. We are continuing to drive leading merchandise 
assortments with a strong focus on powerful new trends in women’s, color, and leveraging the strength of both of our brands, and our famous 
for categories. Although early Spring mall traffic has not been as robust as we would like, we feel pretty good about our assortments. We’ve 
seen a good response to our new trends, and I believe we are well-positioned in fashion for the upcoming Spring season.  

I’m also pleased with the steady progress we’ve made at Aerie. I give Jen Foyle and team tremendous credit for the brand refinements. We 
downsized apparel and have seen strong double-digit growth in bras, undies, and related businesses, like our new swimwear line, where we see 
ongoing potential. Across formats, we’ve seen both top-line and margin growth. In 2013, our focus is to continue to strengthen the brand, 
launch newness, leverage our American Eagle Outfitters customer base, and launch personal care.  

Lastly, its been particularly gratifying for me to see our brand momentum here at home and a warm reception across the globe. We now operate 
in 14 countries, and are expanding our brand presence in new markets every day. From Kuwait and Israel to China and Japan, we’ve seen a 
strong acceptance in demand for our brands and merchandise, presenting tremendous future opportunity. I look forward to continuing our 
momentum into 2013, and now I’ll turn the call over to Mary.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: Thanks, Roger, and good morning. Having been 
here for just part of 2012, I have to give major credit to the team. They delivered against our targeted metrics and maintained strong 
management of the business during unpredictable periods. The team stayed focused on the top near-term priorities, while also developing a 
strategic plan to drive our longer-term success. Now, I’ll review our annual and fourth-quarter results.  

Please refer to page 4 of the presentation for the adjusted statement of operations for 2012. Total annual revenue increased 11% to a record $3.5 
billion driven by 9% consolidated comp growth. AE Brand comps increased 7%. Aerie comps increased 6%, and the online business grew 
25%. The gross margin expanded 330 basis points to 40%. 250 basis points of the improvement was evenly split between lower markdowns 
and a higher IMU. The remaining 80 basis points of improvement was due to rent leverage.  



Selling, general and administrative expense rose 16%, increasing 90 basis points as a rate to sales. Higher incentive costs and planned 
advertising investments offset the leverage of other expenses, primarily store payroll. We will continue to focus on expense management, and 
we remain committed to our annual targeted rate in the 23% range as we look ahead. Operating income grew 49% to $437 million, and adjusted 
EPS of $1.39 increased 43%. GAAP EPS of $1.16 included a $0.16 loss from our discontinued business, 77kids, a tax benefit of $0.06, and 
restructuring and store impairment charges of $0.13 related to 42 Aerie and 9 AE stores.  

Now, looking at the fourth quarter, which is on page 5, total consolidated revenue increased 9% to approximately $1.1 billion, compared to $1 
billion last year. Total comparable sales, including e-commerce, for the 14-week period increased 4%. By business, American Eagle Outfitters 
comparable store sales increased 1%. Aerie standalone store comps declined 3% as we streamlined the assortment to focus on our famous for 
intimate categories and saw a greater shift to online, generating total Aerie revenue of 10%. And e-commerce increased 24%.  

Fourth-quarter sales growth was driven primarily by an increase in the average dollar sale. For additional sales information, please refer to page 
6 of the financial presentation. Gross profit of $461 million increased 27% to last year. The gross margin rate expanded 600 basis points to 
41.2%, led by a 390-basis-point improvement in IMU, due to lower cotton costs and other product cost benefits. Lower markdowns drove 190 
basis points of the improvement and rent leveraged 20 basis points.  

SG&A expense increased 21% to $253 million, and deleveraged 230 basis points to a rate of 22.6% for the quarter. The dollar increase was 
driven by incremental incentive costs, our planned advertising investment, and variable selling expense. Depreciation and amortization 
declined $4 million, to $30 million, and leveraged 60 basis points. The dollar decline relates to store impairments and maturing assets. The 
operating margin of 15.9% improved 430 basis points to last year. We achieved net income of $111 million, leading to adjusted EPS of $0.55 
versus $0.39 last year, growth of 41%.  

Now, turning to the balance sheet, please refer to page 7 of the presentation. Starting with inventory, we ended the quarter with inventory at 
cost per foot down 8%. Looking forward, we expect first-quarter ending inventory at cost to decline in the mid-single digits. For the year, 
capital expenditures totaled $94 million. In 2013, spending will increase due to critical investments to support future growth initiatives and 
ongoing growth. This year, we expect to spend between $250 million and $280 million, which includes ongoing store growth and maintenance 
costs, a new distribution center to support our growing direct business, a new point-of-sales system for our store fleet, and a new merchandise 
planning tool.  

Cash flow was healthy, ending the year with $631 million in cash and investments. Cash returned to shareholders is detailed on page 9. We 
repurchased 8.4 million shares, all in the fourth quarter, for a total of $174 million. We also distributed $403 million in total dividends.  

On store activity, please refer to page 10. For the year, we opened 16 new stores, of which 15 were factory stores. We closed 41 locations, 
including 7 Aerie stores. Total square footage declined 1% in 2012. As seen on page 11, we had a total of 49 international locations in 13 
licensed countries.  

Now, turning to our outlook. With macroeconomic headwinds and unfavorable weather affecting consumer spending in February, we are 
issuing first-quarter earnings guidance of $0.16 to $0.19 per share compared to EPS from continuing operations of $0.22 last year. Our 
guidance is based on consolidated comparable sales in the negative mid-single digit range, compared to a 17% comp sales gain last year, which 
was our strongest quarter of the year. We expect to continue to benefit from lower product costs, partially offset by deleverage of expense due 
to the negative comp assumption.  

Depreciation is expected to decline in the high teens. We expect to see a tax rate of approximately 38%, and the share count is assumed to be 
flat to last year. The fundamentals of our business are strong and we have confidence in the strength of our brands and merchandise 
assortments. As we look forward, we remain focused on optimizing  



our margins, and we will continue to drive improvements in all areas. We have confidence in our strategic plan, and are committed to deliver 
our strategic plan financial targets of 7% to 9% top-line CAGR, 12% to 15% EBIT CAGR, and ROIC of 14% to 17%. With that, I’ll turn the 
call back over to Robert.  

Robert Hanson- American Eagle Outfitters Inc- CEO: Thanks, Roger and Mary. We are currently managing through a challenging 
macroeconomic environment by staying highly focused on inventory principles, optimizing margins, and controlling operating expense. We are 
proud of our merchandise assortments and will continue to lead with the strength of our brands and merchandise, while also providing good 
value to our customers. As we manage through the short term, we’re executing on our strategy plan, centered on our four pillars — fortify; 
grow; transform; and return.  

Starting with fortify, in 2013, much of our focus will continue on the work to strengthen our brands, our processes, and capabilities to drive 
profitable North American growth and set the stage for longer-term global expansion. We made good progress on our brands in 2012 and will 
fuel that momentum this year. We will continue to sharpen our brand DNA and assortment architecture with focus on our famous for categories 
in denim, knits, shorts, and color. We’re strengthening our product development process and better leveraging a differentiated supply-chain 
model to more effectively compete with our core-fashion and fast-fashion competitors. From concept to delivery, we’re shortening our lead 
times by anywhere from a few weeks to a few months. Within fashion and core-fashion businesses, we’re getting to market faster and 
leveraging our product-testing capabilities, and we’ll continue to drive inventory efficiencies and target faster turns.  

In 2013, we’ll be making critical investments to fortify our infrastructure. We will begin the implementation of a new global enterprise system, 
including the integration of a new point-of-sale system and merchandise system. This will create efficiencies, enable a single view of customer, 
and set the stage for global omni-channel capabilities. We’re also implementing a new merchandise planning tool which will enable us to 
distort and allocate merchandise based on localized demand. Additionally, to support continued online growth, this year, we’ll be building a 
new distribution center, and should break ground in late Spring.  

Within our growth pillar, in 2013, we will be accelerating growth across North America, and strengthening our channel performance. We are 
opening new mainline stores in several high-profile, underserved markets, including Miami and New York, and aggressively expanding 
factory-store growth where we’ve seen productivity and profitability exceed the average store. As part of our fleet review and repositioning, we 
are being more flexible on footprint size so that we can gain market presence while generating a strong return on investments. We expect 
square footage to grow by approximately 3% this year. Our plans include 7 to 10 new mainline stores in the US and Canada, 50 or more store 
remodels, 40 new factory stores, and 6 new stores in Mexico, where we opened our first store two weeks ago, to a very strong reception 
exceeding our expectations. We’ll also be closing about 40 low-productivity stores, as we rebalance our fleet into more productive, high-
margin channels.  

In 2013, we will begin to lay the foundation for longer-term transformational growth, starting with mapping our omni-channel strategies across 
stores, online, and mobile to capitalize on consumer-shopping patterns increasingly shifting to online. In the near term, we will focus on 
maintaining strong growth in our direct channel and building toward an omni-channel capability. Which leads me to our recent announcement 
regarding the acquisition of our six stores in China, where our brands have demonstrated strong potential in a market with sizeable economic 
growth opportunity, and where it makes sense to own and operate our own business.  

We’re also continuing to grow our licensed-country store base, as we pursue a blended model of global expansion, which will also generate 
strong returns to shareholders. We’ll see at least another 20 stores opened by our licensees in 2013, most recently opening in the Philippines 
last Friday. Lastly, we’ll continue to build our capabilities and drive a high-performing culture at American Eagle Outfitters. I’m highly 
confident in our strategies, and our team, and appreciate their ability to execute. We’ll stay focused, humble, and hungry, and we’ll be focused 
on driving profitable growth and delivering top-tier returns to our shareholders. Thanks for listening, and now we’ll take your questions.  

Operator: (Operator Instructions)  
Our first question comes from the line of Adrienne Tennant with Janney Capital Markets. Please proceed with your question.  



Adrienne Tennant-Janney Capital Markets-Analyst: Robert, when we’ve been looking at the stores, and I’m just trying to figure out how 
we should be checking the stores, it would seem that you have been quite controlled on your promotional activity, thus far in the quarter, and I 
think part of that has to do with the inventory being very conservative. So I’m just trying to figure out should we be looking at it in the 
promotional activity year on year in a different way? And then for Mary are you building your inventory units when you’re down mid single 
digits at the end of the quarter, would you then have enough units to be able to comp in the second quarter? Thank you.  

Robert Hanson- American Eagle Outfitters Inc- CEO: Hi, Adrienne. In terms of our promotional strategy, we’re very much consistently 
focused on brand, product, and value. We’ve said for the time that I’ve been working with the team that it’s our intent to be able to selectively 
pull back on our promotional cadence where we have opportunity to improve regular price selling and also gain some leverage on the 
tremendous work that Roger and the team have been doing on the assortments. We’re obviously driven by the customer environment in a more 
challenging macroeconomic environment, so we’re being very focused. I think if you look at how we’ve executed through the fourth quarter 
and thus far what you’ve noticed in the first quarter, our intent is to continue that strategy but where we need to be taking key items that we’re 
famous for and making sure that we’re providing great value to our customer. We’re broadly aware of the competitive environment. It’s very 
promotional out there, but it’s our intent to maintain our strategy. We don’t see any negative impact from our inventory strategies, if anything, 
what we do see is the opportunity to continue to promote more profitable sales growth, and how we’re executing our inventory principles.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: And with regard to inventory for Q1, we will still 
see units down in Q1, but what you need to remember when we talk inventory, it includes inventory not only at the stores, but also at our 
distribution centers, and what’s in transit, so our store inventory will likely remain flattish to last year. So the pullback on inventory isn’t really 
honestly coming out of the stores. It’s coming out of what’s sitting in the distribution centers, and of course we will always have the inventory 
to support our comp sales growth.  

Adrienne Tennant-Janney Capital Markets-Analyst: Okay, great. Thank you very much, Roger the product looks great.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Thank you.  

Operator: Thank you. The next question comes from the line of Betty Chen with Wedbush Securities. Please proceed with your question.  

Betty Chen-Wedbush Securities-Analyst: Congratulations on a nice quarter. I was wondering, if Roger or Robert, you can talk about how the 
American Eagle’s brand continued to leverage on the same store in the current environment versus a very strong color cycle last year? And 
then my second question was also regarding the IT systems, Robert, you alluded to with the new POS system and the merchandise planning 
tool. When can we expect that to be completed and the benefits to kick in? Thanks.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Obviously the core categories of denim, denim has 
continued to be strong for us, and as we’re — this week you’ll see we’ll make the message change and we move into a short environment, and 
we think that our short assortment is quite strong. And on Saturday night and Sunday night we’ll go through another change, as you see we’re 
having more frequent changes so when you come into our stores next Monday, unfortunately it’s snowing in a big part of the country, but we 
will be moving into our beginning Summer sequence. What is happening with the core items is one new category, which we’re actually going 
to push into our core competency, and that is sweaters. Sweaters is a very strong category for us, and we think it’s incredibly important as we 
move forward.  

Robert Hanson- American Eagle Outfitters Inc- CEO: And Betty related to your questions on our infrastructure improvements in IT 
specifically, the short answer is the full benefits will occur in 2014, but I think one of the benefits of building a more diverse geographic and 
channel business model is we have the opportunity to pilot, and then scale our systems implementations across our various businesses, so we’re 
in the process of integrating our stores in China. We’ll be implementing our enterprise system initially with those stores, learning from that. It’s 
a very small implementation, it’ s only six stores, a great way to learn as we then bring it to North America and roll it  



across the balance of our business, obviously the majority of the Company’s business and certainly the most important part of the business is in 
North America, so this gives us a great opportunity to test those things and we’re making significant investments behind the future growth, 
because we believe really strongly in the strategies. I think we’ve demonstrated the ability to deliver against them, and we need to fuel the 
potential growth momentum behind them for the years to come.  

Operator: Thank you. Our next question comes from the line of John Morris with Bank of Montreal. Please proceed with your question.  

John Morris-BMO Capital Markets-Analyst: Congratulations on a good quarter. Can you talk a little bit about what you’re seeing with the 
product thus far, the Spring product, or the product that’s been in the stores in the last several weeks, in the warmer weather markets? I’m just 
kind of wondering with the kind of guidance that you’re giving on first quarter thus far in February, what is behind your concerns as the rest of 
the quarter unfolds for March and April, so kind of a two-part question.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Well, in the warmer climates, obviously the business is a 
bit better. I never like to use weather as any factor, obviously it is, so it cuts the drop in half in the warmer climates. The fashion merchandise 
we have is selling very quickly. Perhaps a bit too quickly, but the core is probably moving a bit slower than we would like, and that’s based on 
the traffic sequence at this point in time.  

Robert Hanson- American Eagle Outfitters Inc- CEO: And we did, February was one month and obviously a lot has occurred in the first 
part of the year from the payroll tax holiday ending to very uncertain customer economic environment, but it was also a very difficult weather 
month. We had about 360 days of store closures. Compared to the prior year that’s a dramatic increase, not even worth saying a percentage, so 
we did definitely miss sales, as Roger rightly pointed out, we don’t blame external factors like weather on performance, but it was true that we 
did get impacted this year, which is why we’re focused on the full quarter, but also most importantly, the year, and Mary has reiterated the long 
term strategic guidance we provided.  

John Morris-BMO Capital Markets-Analyst: Thanks, good luck for Spring.  

Operator: Thank you. The next question comes from the line of Kimberly Greenberger with Morgan Stanley. Please proceed with your 
question.  

Kimberly Greenberger-Citigroup-Analyst: The stores do look really fantastic, I have to say. I’m wondering if you have done a full 
evaluation of your fleet across all of your different brands, and come to any conclusions about what you think the optimal size is, either the 
American Eagle full-price stores, the outlet opportunity, and the Aerie stores, and then I just had one quick clarification on the guidance for Q1. 
I think you mentioned that you bought 8.4 million shares in the fourth quarter but your share count guidance for Q1 is flat to last year so I was 
just wondering what happened with the 4% of the shares that you bought back. Thanks.  

Robert Hanson- American Eagle Outfitters Inc- CEO: Thanks, Kimberly. So I’ll take the question about the fleet and then Mary can 
respond to your questions about guidance and the share count. We have been doing essentially a rolling analysis of our fleet. We recently had 
Karen Janes join us as our Head of Global Real Estate. She’s doing a terrific job, and she along with the existing team, have completed a fleet 
review for the US and for Canada, and we’re beginning to refine our real estate strategy as we expand globally. What we would say is we’re 
committed to modest growth in square footage in the North American market, as I said, we’re growing 3% this year in total as a Company. The 
majority of that driven by selectively opening more productive mainline doors, we’re going to open 7 to 10 mainline dose in the US and 
Canada in key markets, but more dramatic growth about 40 doors in factory.  

If you really look at it, Kimberly, I’ve said this in the past, we’re a regional mall and East Coast skewing Company and we have opportunities 
to rebalance, which is why it’s not necessarily a net reduction in square footage but rebalance the fleet so that we are more of a nationwide both 
in the US and Canada, competitor. But we have, as we’re culling less productive stores in the less productive regional malls, we’ll probably 
close somewhere between 25 and 40 doors a year, that we’ re opening more productive A to A-plus mall and street locations, most  



predominantly in urban locations, and I mentioned we’re opening stores in Miami and New York this year as an example. Additionally, our 
factory store business is about 10% of our total mix. The competitive set typically has between 15% and 20%. We’re targeting to get that 
number up to about 15% of our total sales volume, and that would imply that we would ultimately build against the current factory store base in 
the US alone, probably a network of up to about 150 stores.  

So when you add all that together if you’re just talking the US, then we would repeat the strategy in Canada, you’re seeing culling of about 25 
to 40 stores a year, the addition of probably let’s call it 10 to 20 more productive mainline doors, the acceleration of the factory store rollout 
and a modest square footage expansion. Obviously as we get momentum going behind our international expansion, Mexico we mentioned, we 
opened our first store, which exceeded expectations. We’ve got license store expansion happening, we just opened a store in Manila last Friday. 
That combined with, as we get our hands wrapped around our China business, we have plenty of organic growth opportunities ahead of us.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: And Kimberly, on your question about the share 
count assumed to be flat to last year, we have compensation stock grants that come into play here in the first quarter of the year and as we 
talked about our long-term strategic plan and our return to shareholders, we’ve consistently talked about offsetting compensation dilution, 
which is what we’re attempting do.  

Kimberly Greenberger-Citigroup-Analyst: Thank you.  

Operator: Thank you. The next question comes from the line of Janet Kloppenburg with JJK Research. Please proceed with your question.  

Janet Kloppenburg-JJK Research-Analyst: Congratulations on a really good year nice big comeback. Just a couple questions, Robert. I was 
a little bit, I don’t know if I heard it right but you may have said you’re going to close 15 to 20 Aerie stores this year. That seems higher than I 
expected, and I wonder what your long-term outlook is for the base of that brand. Mary, I think you said that SG&A was to come in around 
23% for the year. Should we expect leverage in any quarter, or perhaps you could give us an idea of what level, it implies that SG&A would 
grow at a mid single digit rate for the year. Should we think about that, should that be consistent on a quarterly basis I guess would be easiest 
for me? And for Roger, your comment on sweaters was interesting, given that we’re in the Spring season. Do you see this as an opportunity for 
a Spring and Summer business as well as for a major Fall business? Thank you.  

Robert Hanson- American Eagle Outfitters Inc- CEO: Thanks, Janet. So on Aerie, let me step back for a second and say when we started 
looking at the Aerie freestanding store business, it was a fleet of about 150 stores. We have impaired a number of those stores. We’ve 
consistently communicated that we’ve had about 50 stores on our watch list, because we’re very committed to driving shareholder value and 
accretion, EPS accretion with the Aerie brand.  

Janet Kloppenburg-JJK Research-Analyst: Right.  

Robert Hanson- American Eagle Outfitters Inc- CEO: We are looking to close doors that we know will not hit our hurdle rates, mostly at 
lease provision because it’s in the best interest of our shareholders to do it that way, so that’s the targeted range this year. We do have about 50 
doors on our watch list. I think if you step back and look at what our belief is about Aerie and its distribution profile, we believe the profile 
that’s going to work, not only in the US, but as we expand internationally, it’s been proven on the international stage already, is that we would 
have a combination of a more modest number of really 50-yard line locations that are smaller stores that are freestanding and deliver our ROIC 
hurdle rates, but mostly, we would like to leverage side-by-side or shop-in-shop distribution, physical distribution of Aerie.  

We’re having tremendous success with Aerie online, and so I think the way to think about it is if we could snap our fingers and have shop-in-
shop or side-by-side distribution along with a really even more robustly growing direct business, that would be our current distribution strategy 
for Aerie. It’s obviously not easy to immediately get there in a developed market like the US, but that’s how we’re establishing the business 
where we don’t have distribution already, and we feel very confident about it, because where we have isolated multi-channel distribution, 
meaning we’ve got a mainline door, a factory store and a really good robust direct business in a certain geographic zone, Aerie is doing 
extremely well. That’s our strategy moving forward.  



Janet Kloppenburg-JJK Research-Analyst: I’m just concerned, Robert, at that level of store base, that the operating return of the business 
may never equal that of the flagship AE brand.  

Robert Hanson- American Eagle Outfitters Inc- CEO: I don’t think we would be focusing on expanding Aerie if we didn’t believe in its 
potential to get returns into the range that we’ve targeted and that Mary has been laying out for the strategic plan. So we feel good about it, 
because obviously, the freestanding stores that are, as I described, smaller in size, 50-yard line locations are accretive. It’s just that we had a 
weak fleet to start with, and repositioning out of 150 stores that may be a little too big and not great real estate into what we want, which is 
smaller stores, 50-yard line, and really being very careful and prudent about how we pursue them, but mostly side-by-side shop-in-shop 
distribution supported by a robust direct and factory store business, that where we have that model, and there are a couple of states in the US as 
well as one territory in Canada, and all of our international businesses have been rolled out that way, we’re doing extremely well and are very 
shareholder accretive.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Janet on sweaters, as you know, you’ve been a partner 
with us for many years. The history of American Eagle, years ago, we were a very strong sweater statement store, and we let that go. Over the 
last couple of months, I’ve reassembled a very powerful sweater design team and merchandising team, and I really do believe that we’re 
moving into a very big cycle and American Eagle should dominate in that category.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: And Janet, on your question regarding SG&A, how 
I would think about it is this. We’ve provided guidance for Q1 of down mid single digits so I would expect SG&A to deleverage a bit in Q1. 
But as we move through the rest of the year, Q2, Q3, and Q4 would expect to see leverage, and our 23% SG&A target is kind of an annual 
number, so given any quarter, expect to see a little bit above, a little bit below depending on the quarter, but expect to see us start to leverage as 
the year goes on.  

Operator: Thank you. The next question comes from the line of Dorothy Lakner with CIBC Capital Markets. Please proceed with your 
question.  

Dorothy Lakner-CIBC World Markets-Analyst: Just wanted to ask if Robert could elaborate a little bit about localization efforts. Just in 
terms of timing, and what we should be seeing, as you continue to implement that. and then Roger, if you could talk a little bit about what we 
should see in terms of the evolution of Aerie this year. Obviously you’ve made a lot of progress, and when I guess personal care, I would 
expect the launch would be in the second half, but just a little bit more about that, if you could. Thanks.  

Robert Hanson- American Eagle Outfitters Inc- CEO: So in terms of the implementation of our systems is going to take, like I said, over 
the next couple of years, with the primary benefit occurring in 2014. That said, we’re implementing systems across a number of different 
initiatives, one most importantly in merchandise planning and allocation. The ability to be able to localize the assortments based on true 
customer demand is a key focus for us to be competitive moving forward. One of the beliefs that I have personally from my experience in the 
past is that customers don’t behave that much, based on their geographic location, as much as they do their attitude so it’s very important to 
understand who is walking through the individual door that we have open, what they’re buying, what their fashion preferences are, what their 
core preferences are, what the mix would be optimal between core, core fashion and fashion.  

We have a very simplistic segmentation strategy at the moment, and we’re pacing the change, but we need the systems to support the ability to 
do it. The ideal outcome would be for us to be able to read the customer profile walking through an individual location, be able to leverage the 
data we have based on buying patterns in our direct business within that geographic location, and continue to refine the assortments down to the 
door level. Some of the best competitors out there on the global stage are able to do this at the moment. It’s a capability we’re very committed 
to building. You’ll see rolling benefits start to come into our capability this year, impacting predominantly our US and our Canadian 
businesses, particularly in helping distort more what we would call core fashion and fashion focus stores from the core of the fleet, but as we 
get the systems fully implemented, we’ ll have the capability to plan and allocate to the door level much more precisely.  



Dorothy Lakner-CIBC World Markets-Analyst: Great, thanks.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: And Dorothy, I feel terrific about Aerie. I hate to relate 
back to the 1990s when I found the Eagle and I thought what we could do with that but I think the white space in the intimate business is huge. 
The online acceptance, my e-commerce teams are just so excited about how it’s growing at a very high clip. On the international front, I don’t 
know if Robert mentioned it, the international stores, it’s doing terrific and I think when we’re side by side, the relevancy to the Eagle brand 
and the width of the store that we’re able to create is that much stronger.  

I think we have a really big brand here. Obviously as the teams that we put together in there now are solid. Give you an idea, in the fourth 
quarter push up bras were up 27 comp. Flirty undies were a 51 comp. There’s so much out there for us to do in this business I think it’s ours to 
be had and we did hire a small team to bring us into the personal care business.  

Dorothy Lakner-CIBC World Markets-Analyst: And so that will be second half of the year?  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Look for it to be big time for holiday.  

Operator: We’ll move on to our next question, which comes from the line of Randy Konik with Jefferies & Company. Please proceed with 
your question.  

Randal Konik-Jefferies & Company-Analyst: Mary, these questions are for you. Hi, Robert how are you? So on the CapEx side of things, 
could you just give us a little more color on the exact break down of the $250 million to $280 million because I just want to try and get a sense 
that after we get past some of those high levels of CapEx, which aren’t normalized, kind of just want to try to get a sense of what normalized 
CapEx and free cash flow would be? And then on the announcement of the share repurchase or the share buyback authorization, just give us 
another reminder on how much cash of a cushion you want on the balance sheet, and do you think that going forward — last year, in 2012, you 
did a lot of dividend versus share repurchase in terms of the $400 million versus $100 million-something. Do we think that this will now flip 
flop going forward over the next few years where it will be more aggressive share repurchase Company with more of just maintaining or 
slightly increasing the quarterly dividend? Thanks a lot.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: I’ll start with the last question first. So I think in 
terms of dividends, special dividends, repurchase, it’s all about balance here. As we laid out the strategic plan and our efforts, we said the 
components of shareholder return, we will try and balance all of the above. We just increased our dividend, which is great news, the Board 
approved that, and the share repurchase and the share repurchase will be over time. That was the authorization that was granted for us, so think 
about a consistent balanced approach as we sit here today, that’s our thinking.  

In terms of CapEx, you know the $250 million to $280 million range, so the distribution center, which obviously is a big component of that 
CapEx spend, is something around $120 million, and we need to continue to invest behind our store and store growth. We’re adding 40 factory 
stores this year, and that number is probably in the $70 million to $75 million range, and then the IT systems that Robert talked about here is 
probably in the mid $60 million and some other miscellaneous, so I think to your question, this is obviously a big spend year when we look at 
the CapEx versus our historical standards but as we look forward, I’m not sure we’ll return to historical levels. It probably won’t be as high as 
2013 but we have growth plans to open more doors in Mexico, open doors in China, et cetera, as we expand globally, so that will probably take 
up our historical spend a bit. So don’t have any guidance beyond what we’re thinking for 2013 but likely to be higher than our historical $100 
million.  

Randal Konik-Jefferies & Company-Analyst: Understood can you hear me again or no?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: Yes.  



Randal Konik-Jefferies & Company-Analyst: Okay, great so Robert, maybe I’ll ask you a question and not leave you out. Maybe could you 
give us a little perspective on how many countries you think you might want to be in from a long term global perspective and maybe give us 
some color on how big you think the international business could be as a percent of revenues? Just a little color there would be very helpful, 
thanks a lot.  

Robert Hanson- American Eagle Outfitters Inc- CEO: Sure. Randy I always get multiple questions in so we were expecting it. In terms of 
what we would see when we’re kind of a much more significant global player, we targeted to probably have somewhere between 5 and 10 
country clusters, I’ll call it, that we would be running directly ourselves, like we run Canada and Mexico and now China. We would target 
probably one to five that would be joint ventures, there’s certain markets we want to be in where we want to have direct ownership but we 
would probably go in with a partner, and those are markets that are typically looked at some of the more challenging developing markets to 
penetrate on your own, markets like India or Brazil as an example. And then the balance would be license but as I’ve said in the past, we have 
built our contracts so that we have 5, 7 and 10 year exit ramps to the next level of ownership.  

And the way I’d look at it Randy is probably to think about us opening somewhere around 7 to 10 countries a year. The majority of which 
would be licensed countries, and one to two would be direct to joint ventured annually, and the reason for that is just a question of pacing. We 
want to make sure that we do this well, it’s well-considered that we’re delivering the financial commitments that we’ve made to our 
shareholders, which is to be accretive in our international expansion, and we believe by having a blended model between country licensing, 
joint venture, and direct ownership and pacing that in a very thoughtful way, that we can be accretive and maintain shareholder accretion 
throughout the international expansion rollout.  

Operator: Thank you. The next question comes from Lorraine Hutchinson with Bank of America. Please proceed with your question.  

Lorraine Hutchinson-BofA Merrill Lynch-Analyst: Thank you. Good morning. Mary, how do you think about the ROIC on the investments 
that you’re making this year, and then the step up in CapEx that you’re planning for the next few years?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: We have talked about our ROIC targets of 14% to 
17%. We certainly look at every investment we make through that lens, including the infrastructure investments we’re making, so for example, 
if you take the new distribution center which gets a little hard to say with the ROIC on that, if we run out of capacity to ship our direct goods to 
our consumers, that obviously has a material impact on the Company. So every investment I’ve looked at through that ROIC lens and to make 
sure we’ll generate the return that we need to hit those goals.  

Lorraine Hutchinson-BofA Merrill Lynch-Analyst: Thank you.  

Operator: Thank you. The next question comes from the line of Jennifer Davis with Lazard Capital Markets. Please proceed with your 
question.  

Jennifer Davis-Lazard Capital Markets-Analyst: Let me add my congratulations on a great year. My question is really about China. Can 
you remind me, do you have a specific or a China-specific e-commerce site up and running, and are you going to be opening more stores this 
year? I don’t think you mentioned any in your prepared remarks. And then I just had a quick clarification on the first quarter guidance. Your 
comp guidance, is that based on current quarter-to-date trends and then also can you just remind us what comp you need to lever SG&A and 
buying and occupancy. Thanks.  

Robert Hanson- American Eagle Outfitters Inc- CEO: Sure, thanks, Jennifer. I’ll let Mary take most of the financial questions. Regarding 
China, we are obviously over the next six months working with Dickson Poon and his team to transition the full operating of the stores that we 
have, there’s six, to direct operation. We do not have an e-commerce business established. We do ship to China from our US operation. We 
ship to over 77 countries around the world from our US site, and that’s expanding on an ongoing basis. So Chinese customers are able to take 
advantage of our e-commerce business already.  



Our intent really in having had experience in operating and business in China in the past, our intent is to really focus on the top, let’s talk about 
China as the Greater China cluster. So it’s China, it’s Hong Kong, it’s Taiwan and it’s Macau. I was just over there with our Head of 
International looking at real estate opportunities in Beijing, I’ve been to Shanghai, Hong Kong, Macau recently. We’re going to concentrate on 
the large to medium size, and for China, those are huge cities, urban locations where we can generate a really strong cluster of distribution. It’s 
likely we would even look at developing master franchise relationships in what we would consider to be secondary to tertiary markets because 
we would see demand, there are a number of really high-profile malls in a number of those cities, but we wouldn’t want to build the 
infrastructure required to go there directly.  

So it’s likely we would have a blended model between running our business and directly running the stores in the key markets, surrounding 
them with an appropriate factory business at the right time, putting in place an e-commerce business that can ship direct to customer within 
country. Over time we would most likely 3PL the distribution and logistics of that for the foreseeable future, and then work with franchise 
partners to further penetrate the country into the secondary and tertiary markets. We don’t plan any specific store openings in 2013, but 
obviously, we do have stores in China that are four-wall profitable and hitting our metrics. We’ve seen improved performance as we’ve been 
transitioning the ownership from Dickson to the Company, and if there is an opportunity for us to expand successfully our current footprint, we 
would absolutely take advantage of that.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: And regarding, Jennifer, the first-quarter guidance, 
down comp guidance, so down mid single digits. Yes, it does take into account February, but it does assume at some point it will stop snowing 
in Q1, we hope, and a little bit of the impact of the tax refund delay that moved really from February to March. Your question regarding 
leverage is we usually leverage kind of in the single digit, the positive single digit comp range.  

Operator: Thank you. The next question comes from the line of Anna Andreeva with FBR Capital Markets. Please proceed with your 
question.  

Anna Andreeva-FBR Capital Markets-Analyst: I was hoping you could talk about gross margin expectations as we go through the year, so 
cotton is still a tail wind in Q1. How should we think about second quarter and does AUC become a headwind in the back half or can you guys 
offset some of that with your sourcing initiative? And just how do you think about balancing driving kind of a positive comp if traffic is still 
difficult as opposed to lower markdowns. Obviously the business still has a pretty significant markdown opportunity.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: I’ll take the first question on gross margin. We 
haven’t provided fiscal year guidance but we would expect to see continued improvement in gross margin as the year, as we move through the 
year. On the cost side specifically, kind of our average unit cost, what we expect to see is a little bit interesting, to see it up low single digits 
pretty much all year, but what that reflects is a couple of things. One, expect to see product cost improvement in half one to your point, as we 
continue to cycle through cotton and our other cost savings that we’ve seen from the sourcing organization. Less so of that as we cycle into the 
second half of the year and get out of the cotton comparison. But what we’re also seeing here in our average unit cost is mix, so we’re seeing 
fewer units of our cost makeup of lower-cost product like bras and undies with higher concentration of higher-cost fashion, which therefore 
drives up our AUC. So you’ll see mix driving up AUC but we’re also still underneath that same favorability of cotton in the first half of the 
year and then the continued favorability of our other sourcing initiatives.  

Robert Hanson- American Eagle Outfitters Inc- CEO: And one of the opportunities that we see with that obviously is that fashion, as Roger 
mentioned earlier is selling, it’s selling at a really acceptable and in some cases probably slightly too fast of a turn and that’s at a higher average 
unit retail. So as we’ve said, brand product value will be providing great value in core categories where we need to be competitive, we’ll be 
selectively pulling back on promotion, but one of the things the merchant teams have done particularly well is identified and commercialized 
fashion trends that do cost a little bit more to source, but in the end, we can sell at a higher average unit retail.  

Operator: Thank you. The next question comes from the line of Lindsay Drucker Mann with Goldman Sachs. Please proceed with your 
question.  



Lindsay Drucker Mann-Goldman Sachs-Analyst: I just wanted to ask a couple quick questions, first of all on your comp trends through the 
first quarter. So Mary, based on your commentary does that suggest that you actually did see some improvement as we approached the end of 
February and into March in how trends were going, or was this just a function of you see weather, and some of the tax refund issues as 
identifiable headwinds that will go away as the quarter progresses?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: Yes, we don’t give specific month to month comp 
guidance, but when you look at February, as Robert articulated and Roger, I mean, clearly weather was a factor. We have the payroll tax 
increase and fuel price increase that will continue here for a period of time, but we’ll also see the tax refunds hit more here in the month of 
March. We’re giving guidance for down mid single digits for the quarter and we don’t provide month-to-month guidance.  

Lindsay Drucker Mann-Goldman Sachs-Analyst: Robert, at the ICR conference you’d talked about money you thought you left on the table 
in Q4 on an execution basis, with how you have merchandised. Any of that playing a role in the first quarter or this is purely a macro/weather 
dynamic?  

Robert Hanson- American Eagle Outfitters Inc- CEO: I would think, Lindsay, that we see this as a broader macroeconomic environment 
and the weather impact that we’ve talked about, because we’re pleased with how we’re executing the brand DNA, the assortment that Roger 
and team have built. There’s always room for improvement. I said we’re humble and hungry. We talk more about the things we didn’t do well 
than the things we did about the stuff going really well, but we’re proud of the assortments that are in the stores at the moment.  

There were about five categories, particularly in women’s, that we were I think disappointed we didn’t source more aggressively. I think we 
have the right product. We didn’t source it aggressively so we left money on the table. We’re in store in a strong inventory position at the 
moment, where the inventory improvements are coming is through the end-to-end supply chain, where we have less inventory in the whole 
system, and especially in back stock in our distribution centers where our customer can’t touch it, so I think we’re feeling good about where the 
assortments stand, always have room for execution improvement. We see plenty of room for opportunities on the table. I’ve read the team’s 
self-assessments about performance in 2012 and the implications for 2013 and there are material opportunities we’ll face for the balance of the 
year that we’ll pursue to continue to deliver in the revenue ranges that Mary has laid out.  

Judy Meehan- American Eagle Outfitters Inc- VP IR: Jessie, we have time for one more question.  

Operator: Thank you. Our final question comes from the line of Oliver Chen with Citigroup. Please proceed with your question.  

Oliver Chen-Citigroup-Analyst: Congratulations on a great year. Regarding your comp guidance, for the negative mid single digit, do you 
expect the ADS to hold or go up, and kind of what’s your thoughts on the composition potential between ADS and traffic? And secondly, 
should we think about IMU about equal and benefit to Q1 as markdowns, or is one going to out weigh the other? And then lastly, just the 
merchandise questions, if you could kind of prioritize for us, what factors you’re most excited about? I know you have previously mentioned 
good, better, best as a mix opportunity in men’s, thank you.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: The average dollar sale would be on the upside. That will 
continue. Keep in mind that for the month of February, we had about 25% less clearance inventory to last year with the new inventory 
principles, so that’s helping drive the average dollar sale.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: And regarding your question on IMU, you faded 
out a little bit so I’m not sure if I heard it right, but we will see improvement in IMU of roughly 280 basis points with a chunk of that being 
driven by cotton, cycling out of cotton.  

Robert Hanson- American Eagle Outfitters Inc- CEO: I think, Oliver, the way to look at it strategically is back to the balance we want to 
get between brand, product and value is we’ve got an assortment that’s composed of core, core fashion and fashion. Our core items are built to 
be promoted and provide great value within the competitive  



context. We’ll be selectively pulling back on promotion where we can, but as Roger has laid out, consistently with the quality of the 
assortments and the core fashion and fashion categories, we do have an AUR which drives the ADS opportunity and we’re going to pursue that 
because the customer is voting for how we’re commercializing our fashion trends at the moment.  

Judy Meehan- American Eagle Outfitters Inc- VP IR: Okay, everyone that concludes our call today. We are scheduled to announce first-
quarter earnings on Wednesday, May 22. Thanks for your participation today and continued interest in American Eagle Outfitters.  

Operator: Thank you, everyone. This concludes today’s teleconference. You may disconnect your lines at this time. Thank you for your 
participation. Have a wonderful day.  


