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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 Securitiesdéhange Act of 1934

Date of Report
(Date of earliest event reported)

August 21, 2007

AMERICAN EAGLE OUTFITTERS, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 1-33338 13-2721761

(State of incorporation) (Commission File Number) (IRS Employer Identification No.)

77 Hot Metal Street
Pittsburgh, Pennsylvania 1520:-2329

(Address of principal executive offices) (Zip Code)

(412) 432-3300

(Registrant's telephone number, including area code

N/A

(Former name or former address, if changed since & report)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (see General Instructior2 Abelow):

[ ] Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.425)
[ ] Soliciting material pursuant to Rule 14a-12 untier Exchange Act (17 CFR 240.14a-12)
[ ] Pre-commencement communications pursuant to Rule2{l#) under the Exchange Act (17 CFR 240.14d-2(b))
[ ] Pre-commencement communications pursuant to Rée4{d under the Exchange Act (17 CFR 240.13e-4(c))




ITEM 2.02.

ITEM 9.01.

(c) Exhibits

Exhibit No.
99.1*
99.2*

Results of Operations and Financial Conttion

The information in this Item 2.02 of Form 8-K, inding the accompanying exhibits, shall not be dettode “filed" for
the purposes of Section 18 of the Securities arah&ixge Act of 1934 (the "Exchange Act"), or othemngubject to the
liability of such section, nor shall such infornmatibe deemed incorporated by reference in anyfilimder the Securities
Act of 1933 or the Exchange Act, regardless ofgleeral incorporation language of such filing, gtaes shall be
expressly set forth by specific reference in sttt

On August 21, 2007, the Company issued a presasel@nnouncing, among other things, the Compangsdial results
for the second quarter ended August 4, 2007. A ofphis press release is attached hereto as E@8ld. The
Company's Management team held a conference célugnst 21, 2007 at 9:00 a.m. Eastern Time to vevie
aforementioned financial results. Additionally, Maement provided third quarter 2007 earnings guelam the
conference call . A replay of the conference cdlllve available through September 4, 2007. Tehdo the replay, dial
1-800-642-1687 and reference confirmation code 3@88. An audio replay of the conference call wislcebe available
at www.ae.com. A copy of the conference call traipsds attached hereto as Exhibit 99.2.

Financial Statements and Exhibits

Description
Press Release dated August 21, 2007 announcingdgaarter 2007 financial results

Conference Call Transcript dated August 21, 2007

* Such Exhibit is being "furnished" (not filed) muwant to Item 2.02 of the Current Report on Forka 8-
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Date: August 23, 2007 By: /s/ Joan Holstein Hilsol
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EXHIBIT 99.1

AMERICAN EAGLE OUTFITTERS

REPORTS RECORD EPS OF $0.37 FOR SECOND QUARTER 200A 19% INCREASE
PROVIDES THIRD QUARTER EPS GUIDANCE

Pittsburgh, PA, August 21, 200American Eagle Ouftfitters, Inc. (NYSE:AEQ) todaynaunced that earnings for the 13 weeks ended A
4, 2007 increased 19% to $0.37 per diluted share $0.31 per diluted share for the 13 week periated July 29, 2006.

"l am pleased that we achieved our 14th consecqgtiagter of record sales and earnings. Our strengral quarter results reflected sound
merchandise management and good expense contr@ls&/enade progress in the quarter toward our keysgf building brands for growth,
optimizing our channels of distribution, and strén@ging our operations for productivity improvengand continued profitable growth," si
Jim O'Donnell, Chief Executive Officer.

Second Quarter Results

Total sales for the 13 weeks ended August 4, 206reased 17% to $703.2 million, compared to $6@2lBon for the 13 week period ended
July 29, 2006. Due to the 53rd week in fiscal 26#&0nd quarter comparable store sales are comiuatieel 13 week period ended August 5,
2006. On this basis, the company delivered a coafyaustore sales increase of 2%.

Gross profit for the second quarter increased B$¥Bmillion from $275.3 million. However, as a pent to sales, gross profit declined to
45.0% from 45.7% last year. The merchandise matgatined 50 basis points as a result of higher dwasks, partially offset by a strong
initial mark-up. Buying, occupancy and warehousingts increased 20 basis points as a percentgs. §dlis was driven primarily by rent
expense relating to upcoming aerie store openaggiell as start-up costs associated with tramsitgpe-commerce fulfillment in-house.

Second quarter selling, general and administratipgenses of $166.4 million were flat as a peroesttes at a rate of 23.7%. Within SG&A,
incentives and selling payroll leveraged, while exgiitures related to istore improvements and professional services isegkas a percent
sales.

Operating income for the quarter increased 12%422% million from $109.3 million last year. As arpent to sales, operating income
declined to 17.4%, compared to 18.2% last year.

Net income increased 13% to $81.3 million, compa&oe$i72.1 million last year. As a percent to satet,income was 11.6% comparec
12.0% last year. Earnings per diluted share inexa9% to $0.37, compared to $0.31 last year.

Inventory
Total merchandise inventories at the end of thersgcuarter were $321 million, an increase of $8an compared to last year. AE brand
inventory (excluding e-commerce) increased 7% perasquare foot basis from a year ago.

Capital Expenditures

For the second quarter of 2007, capital expenditurere approximately $55 million. For fiscal ye@02Z, management continues to expect
capital expenditures to be in the range of $248260 million, which includes new and renovatedestpinvestments in information
technology, the company's new Pittsburgh headqaated the completion of the expanded Kansas ldigton center.

Stock Repurchase

During the quarter, the company completed the @mase of 3.7 million shares of common stock forapipnately $99.5 million. Year-to-
date, the company has repurchased 6.5 million sHarepproximately $184.7 million. After the sedajuarter activity, the company had
23.5 million shares remaining under various autations.

Real Estate

In the second quarter, American Eagle opened sixAte stores and remodeled 26 locations. Additignalie company opened two new free-
standing aerie stores and one new MARTIN + OSAestior 2007 the company is on-track to increasarsgiootage by approximately 10%.
This includes approximately 32 new and 53 remodAlegrican Eagle stores, 14 MARTIN + OSA stores apdroximately 37 free-standing
aerie stores.

Third Quarter Guidance
The Company is pleased with month-to-date Augussgeerformance. At this time, management is eistaibl third quarter earnings
guidance of $0.47 to $0.48 per share, compare@.@i3per share last year.

Conference Call Information

At 9:00 a.m. Eastern Time on August 21, 2007, ttragany's management team will host a conferen¢¢ocadview the financial results. To
listen to the call, dial 1-877-601-0864 five to eevminutes prior to the scheduled start time. Tddarence call will also be simultaneously
broadcast over the Internet at www.ae.com or wweeseévents.com. Anyone unable to listen to theazallaccess a replay beginning August
21, 2007 at 12:00 p.m. Eastern Time through Septedhb2007. To listen to the replay, di-80(-642-1687 and reference confirmation cc



2285302#. An audio replay of the conference cdllalo be available at www.ae.com.

* % % %

About American Eagle Ouitfitters:

American Eagle Ouffitters, Inc. (NYSE:AEQ) is ada®y retailer that operates under the American &aultfitters and MARTIN + OSA
brands.

American Eagle Oultfitters designs, markets and #sllown brand of laidback, current clothing tairgge 15 to 25 year-olds, providing high-
quality merchandise at affordable prices. AE'singfcollection includes standards like jeans araphic Ts as well as essentials like
accessories, outerwear, footwear, basics and swamwenerican Eagle currently operates 852 storé&distates, the District of Columbia ¢
Puerto Rico, and 74 AE stores in Canada. AmericagieEalso operates ae.com, which offers additisizals and styles of favorite AE
merchandise and ships around the world. The Amefitzsgle brand also includes a new collection ofrdeear and intimates, "aerie by
American Eagle." aerie is available in American [Eagores across the country and at aerie.comclitdes bras, undies, camis, hoodies,
robes, boxers, sweats and leggings for the AE@akigned to be sweetly sexy, comfortable and caesie offers AE customers a new wa
express their personal style everyday, from thendoom to the coffee shop to the classroom.

The company introduced MARTIN + OSA, a new spor@wencept targeting 25 to 40 year-old women and. WARTIN + OSA carries
apparel, accessories and footwear, using deninspod inspiration to design fun and sport back sgortswear. MARTIN + OSA currently
operates 10 stores. For additional information @pdites, visit martinandosa.com.

* % % %

"Safe Harbor" Statement under the Private Secarifiggation Reform Act of 1995: This release cam$aforward-looking statements, which
represent our expectations or beliefs concerningduevents, specifically regarding third quartdes and earnings, real estate, aerie and
MARTIN + OSA. All forward-looking statements madg the Company involve material risks and unceriainand are subject to change
based on factors beyond the Company's control. gatbrs include, but are not limited to the ribkttthird quarter sales, markdowns and/or
earnings expectations may not be achieved, realeesterie and MARTIN + OSA growth may not occupksined and those other risks
described in the Risk Factor Section of the ComgalRgrm 10-K for the year ended February 3, 20@d fivith the Securities and Exchange
Commission. Accordingly, the Company's future perfance and financial results may differ materifbm those expressed or implied in
any such forward-looking statements. The Compargg admt undertake to publicly update or revisedts/érd-looking statements even if
future changes make it clear that projected resuipgessed or implied will not be realized.

* k k k

AMERICAN EAGLE OUTFITTERS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Dollars in thousands)

August 4, February 3, July 29,
2007 2007 2006
(Unaudited) (Unaudited)
ASSETS
Cash, cash equivalents and short-term investments $ 634,605 $ 827,113 $ 814,090
Merchandise inventory 321,263 263,644 267,392
Other current assets 135,330 111,651 87,750
Total current assets 1,091,198 1,202,408 1,169,232
Property and equipment, net 552,218 481,645 404,390
Goodwill, net 9,950 9,950 9,950
Long-term investments 125,120 251,644 117,291
Other assets, net 69,029 45,991 39,240
Total Assets $ 1,847,515¢% 1,991,638 $ 1,740,103
LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable $ 146,431 $ 171,150 $ 175,934
Accrued compensation and payroll taxes 35,099 58,371 26,542
Accrued rent 56,259 57,543 49,954

Accrued income and other taxes 13,290 91,934 38,934



Unredeemed stored value cards and gift certificates
Current portion of deferred lease credits
Other current liabilities
Total current liabilities
Deferred lease credits
Other non-current liabilities
Total non-current liabilities
Total stockholders' equity
Total Liabilities and Stockholders' Equity

Current Ratio

Net sales

Cost of sales, including certain buying,
occupancy and warehousing expenses

Gross profit

Selling, general and administrative expenses

Depreciation and amortization

Operating income

Other income, net

Income before income taxes

Provision for income taxes

Net income

Net income per basic common share

Net income per diluted common share

Weighted average common shares
outstanding - basic

Weighted average common shares
outstanding - diluted

Net sales

Cost of sales, including certain buying,
occupancy and warehousing expenses

Gross profit

Selling, general and administrative expenses

Depreciation and amortization

Operating income

Other income, net

Income before income taxes

Provision for income taxes

30,093 54,554 25,371
12,787 12,803 10,402
19,307 18,263 15,026
313,266 464,618 342,163
64,472 65,114 60,036
94,939 44,594 44,516
159,411 109,708 104,552
1,374,838 1,417,312 1,293,388
$ 1,847,515 ¢ 1,991,638 $ 1,740,103
3.48 2.59 3.42
AMERICAN EAGLE OUTFITTERS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars and shares in thousands, except per share amounts)
(Unaudited)
13 Weeks Ended
August 4, % of July 29, % of
2007 Sales 2006 Sales
$ 703,189 100.0% $ 602,326 100.0%
386,742 55.0% 327,065 54.3%
316,447 45.0% 275,261 45.7%
166,386 23.7% 142,772 23.7%
27,375 3.9% 23,237 3.8%
122,686 17.4% 109,252 18.2%
8,766 1.3% 8,969 1.5%
131,452 18.7% 118,221 19.7%
50,108 7.1% 46,122 7.7%
$ 81,344 11.6% $ 72,099 12.0%
$ 0.37 $ 0.32
$ 0.37 $ 0.31
217,790 223,805
222,044 229,211
26 Weeks Ended
August 4, % of July 29, % of
2007 Sales 2006 Sales
$ 1,315,575 100.0% $ 1,124,754 100.0%
700,669 53.3% 595,124 52.9%
614,906 46.7% 529,630 47.1%
323,375 24.5% 277,441 24.6%
52,857 4.0% 44,671 4.0%
238,674 18.2% 207,518 18.5%
20,067 1.5% 17,065 1.5%
258,741 19.7% 224,583 20.0%
98,627 7.5% 88,328 7.9%




Net income 160,114 12.2% $ 136,255 12.1%
Net income per basic common share 0.73 $ 0.61
Net income per diluted common share 0.71 $ 0.60
Weighted average common shares
outstanding - basic 219,409 223,260
Weighted average common shares
outstanding - diluted 223,943 228,610
Total gross square footage at end of period: 5,350,468 4,911,192
Store count at end of period: 928 883

CONTACT:
American Eagle Outfitters, Inc.
Judy Meehan, 4-432-3300

OR

Financial Media Contact
Berns Communications Grol

Stacy Berns or Melissa Jaffin, -994-4660



EXHIBIT 99.2

American Eagle Outfitters, Inc.
Second Quarter 2007
Conference Call Transcript dated August 21, 2007

Operator

Good morning. My name is Dennis and | will be yaanference operator today. At this time, | woukklito welcome everyone to !
American Eagle Outfitters second quarter 2007 egmcall. All lines have been placed on mute tos@mé any background noise. After
speakers remarks, there will be a question andemnsession. (OPERATOR INSTRUCTIONS).

I will now turn the call over to Ms. Judy Meeharic® President of Investor Relations. Please godihea'am.

Judy Meehan - American Eagle Outfitters, Inc- VP IR

Good morning, everyone. Joining me today are Jibo@xnell, Chief Executive Officer, Susan McGallag$ldent, Chief Merchandisi
Officer, and Joan Hilson, Executive Vice Presidéltief Financial Officer, AE Brand. If you need @py of our second quarter press rele
it is available on our website, ae.com.

Before we begin, | need to remind everyone thatnduthis conference call, members of managemeritmalke certain forwardboking
statements based upon information which repregbet€ompany's current expectations or beliefs. rEselts actually realized may dif
materially from those expectations or beliefs basedisk factors included in our quarterly and aalmeports filed with the SEC.

Today, Joan will begin with the financial reviewtbg financials.

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Thanks, Judy, and good morning everyone, and tiiaakor joining us.

Our second quarter marked the 14th consecutiveteuef record sales and earnings. This quarter detretted our operating strength
ability to drive consistent financial results. Whitop line sales performance was not as robusteaplanned, we managed inventol
controlled expenses and are wgdisitioned entering the second half of the yeaghHijhts of the quarter included the following: el
initial markup driven by lower costs; a selling eade that led to our targeted inventory positidat 8G&A as a rate to sales; a 17
operating margin, our second highest rate fordheter, leading to a 19% increase in EPS to $@e85us $0.31 last year.

Total sales in the quarter increased 17% to $708llbn. Comparable store sales increased 2%, @naga 9% increase for the same pe
last year. Comps by geographic region were asvigtidCanada increased in the mid-teens; the Northieas in the higlsingle digits; th
Midwest and Mid-Atlantic regions increased in thédnsingle-digits; the West and Southwest declinedhe low singledigits and th
Southeast was negative mid single-digits.

It's important to note that second quarter compewegatively affected by later back-to-schools tdree events, which impacted Ju
ae.com performed well in the second quarter, wathssincreasing 32%. New site enhancements andiged@long with unique content, hi
resulted in a meaningful increase in unique usesisas over the prior year.

Our gross margin rate of 45% declined from 45.7% {gar. Our merchandise margin declined 50 basistp due to a higher level
markdowns, which, in part, was offset by a stromi¢jdl markup. Buying, occupancy and warehousingt€dncreased 20 basis points. ~
was primarily due to rent expense from the neweastiores which are opening over the next few momhes also experienced stanp- cost
related to transitioning e-commerce fulfillmentiause.

SG&A, as a percent of sales, was flat to last gdastorically low rate of 23.7%. Within SG&A, intéve compensation was lower, and
continued to leverage selling payroll. This waseffby increases in expenditures related to irestoprovements and professional services.

Our second quarter effective tax rate was appro€in88%, which is also what we expect for thedhjuarter.
Our operating income margin declined 80 basis pdmtl7.4 % from 18.2%.

During the quarter, we repurchased 3.7 million shasf our common stock, bringing our total for thear to 6.5 million shares with
investment of $184.7 million. We have 23.5 millisimares available for repurchase.

Capital expenditures in the quarter were approxeége55 million. For the year, we continue to expeapital expenditures to be in the ra



of $240 million to $260 million. This includes nemd renovated stores along with our 37 new aeasiestIT investments, our new Pittsbt
headquarters and the completion of our expandedas&abDC.

Total merchandise inventories at the end of ouosgguarter were $321 million, an increase of $%#ian compared to last year. AE Bra
inventory, excluding Direct, increased 7% on a gguarefoot basis from a year ago. Looking ahead to theedadrthe third quarter, we exp:
inventory to be up in the range of high single-digo low doubles on a cost-per-foot basis.

Now, regarding our outlook, we are optimistic abthé third quarter and we are pleased with our Atigales performance to date. At
early point in the quarter, we are providing thiuarter earnings guidance of $0.47 to $0.48 peaesfihis compares to earnings of $0.44
share last year.

And now, I'd like to turn the call over to Susan.

Susan McGalla - American Eagle Oultfitters, Inc - President, CMO

Thanks, Joan, and good morning, everyone. | anemdly pleased with many aspects of our secondeyyaetformance. We managed the
business well and made quick adjustments wherastmeeded. Importantly, we ended the quarter wesitipned and ready for the back-to-
school and Fall seasons.

During the second quarter, our men's business tn@sgs delivering a high single-digit comp increaSt&rength was broad based across most
major categories, including men's shorts, knit tapd woven shirts. Our overall women's comp dedlsightly with strength in aerie, bare
knit tops, shorts and dresses offset by declingsadphic tee's and polo's, skirts and accessories.

Our sales metrics reflected brand strength andvarad positive response to the collection. Secquarter store traffic declined, driven
entirely by the month of July and the impact ofleéa-school and tax-free calendar changes. Howexgrconversion rate rose compared to
last year, driving a slight increase in sales @matisns per store. Our average transaction vakreased in the low single-digits. Units per
transaction increased in the mid single-digits, aedexperienced a slight decline in our averageretail price. Although our markdown rate
increased over a stellar performance last yeacasefully managed our promotions, optimized ourgitarate, and ended the season clean.

We are now in the midst of the back-to-school seasal are pleased with the customer response tooflection. Our new line of women's
knit tanks and tee's is a major step forward frgmiry) and Summer, and a better reflection of wimatrend means for our customer. We are
also seeing ongoing momentum in denim. Buildingponstrong jeans business, this season, we tookftering to a new level with a
significant amount of fashion newness in our Blsguk collection, and within our fit systems. Botlygand girls are embracing new fits and
responding positively to fashion elements. Ourdakk assortment arrives in stores on August 2& tipdated fall collection will capitalize
later back-to-school markets and the Labor Daydaglitraffic. Our timing for fall one is similar tast year. Yet, this year, it will coincide
with our Fit Challenge bounce back event. Beginiugust 28, customers have two weeks to redeemtibkeéts for either a free pair of
jeans or a $10 off coupo

As many of you know, as a corporation, we're foduse growth, and we are strategically positionedapitalize on the near, mid, and longer
term. It's important to emphasize that near temum,noost powerful opportunity is the AE Brand. Oeams have an unrelenting focus on our
maniacal customer connection in combination withunique approach to quality, value, and on-treasthfon. This positions us to capture a
greater share of destination AE categories, capitain expanded assortments and square footageéhgradditionally, we are broadening the
reach of our AE lifestyle through ae.com and oeative marketing strategies. "It's a Mall World'aigreat example of creating such an
experience. Our new original series is currenttingiduring MTV's "The Real World" and on ae.com¢gdas been met with great enthusii
from our customers. We also relaunched ae.comlymith improved functionality, easier navigaticand a dedicated entertainment channel,
T7E.

An exciting component of our growth initiative, Beeby American Eagle, continues to emerge and deviito its own complete lifesty
brand. This back-techool, our new bra launch, Katie With Lace, armé¢mew undie fits were highly successful. Throtlghsecond half |
this year, and into 2008, you'll see aerie evolith wewness around all existing categories. Intamtdifor category expansion, this holiday
are introducing aerie fit, a line of fun and fitegaspired apparel; and just in time for the giftigg season, we will also launch aerie pers
care, including body and cosmetic offerings. Weangently operating 11 aerie freestanding stabegr the next few months, we have a
active store openings schedule, with 2 additiotwes opening this month, 7 in September, 14 iroket, 5 in November, and 1 in Decem
Next year, we expect to open at least 50 additiargk stores

Thanks, everyone, and now, | will turn the call oteeJim.

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

Thanks, Susan. Good morning, everyone. Naturally,main purpose for this call is to provide youtwidur second quarter results, b
would like to share with you our three major cogiergoals to drive future growth. First, buildingabds for growth; two, optimizing ¢
channels of distribution; and three, strengthemingoperations for productivity improvements andager profitability. We continue to bu
upon the strength of the AE brand. As Susan digtljgkis remains one of our top growth opportusi



With aerie, | am pleased to see that we have ssfidlsleveraged the AE Brand and our strong custiobrase into an exciting new groy
venture. aerie has proven to be highly productiné profitable from the start. At this very earlyngiure, sales per square foot for |
standalone stores are annualizing at over $40@hé$rand builds and assortments expand, | am a@tignistic about the contribution ae
will bring to our Company.

Over the past few months, we have made signifipamgress on the MARTIN + OSA brand, and | am vdeaped with the work Susan ¢
brand President Laura Dubin Wander have put f&ésponding to customer feedback, they agreed tbwimat the brand represents to
targeted customer. While it's still quite earlyr mitial reads on the new MARTIN + OSA fall colldan show an improvement; and we ex|
continued improvements for holiday around gift giyicategories and, importantly, into Spring 2008fdct, we just completed our Spr
2008 coordination meetings.

The new collections are a major advancement fromravkve were. We've added color and energy. Wongenere feminine and distincti
and, additionally, we have a more balanced prisingtegy with an important emphasis on key categaat appropriate opening price poi
This will insure we are an accessible brand. Opmratare being strengthened, as well as leveragess critical corporate streng
particularly, within sourcing and production. Tawsit up, we remain absolutely committed to MARTINDSA and are very optimistic abi
our prospects.

From expanding eemmerce to upgrading and expanding our store loasiizing our channels of distribution is a tajopity. This year, w
are on target to grow our square footage by apprataly 10% through 32 new and 53 remodeled AE stdré¢ MARTIN + OSA stores, a
37 Aerie stores. Also, in November, we are opemingfirst AE new store format. This store is desigro elevate the customer experie
and, importantly, increase store productivity thglodhe use of new floor and wall fixtures. Today have approximately 250 stores targ
for remodel and/or expansion, which we will addregsr the next several years. We continue to sésanding results from upgrading
stores, with meaningful improvements in sales amditpbility. Overall, our sales per square foovdaeached $540 on a trailing 12 mc
basis, up from $524 in Fiscal 2006.

As | said earlier, strengthening our operationgof@ductivity improvements and greater profitajilé another top priority. In this area, we
continuing to enhance our supply chain and stresrgity sourcing and production capabilities. We hplaeed significant emphasis
redefining our sourcing strategy, managing to ouetand action calendar, and improving the tectooldilized throughout our global supj
chain. The combination of these initiatives havabded us to strengthen our IMU through a reductioour product cost and significan
reduce transportation costs per unit. Importamily,have not only lowered our cost, but we haveangtfocus on improved product qual
And, looking ahead, we see ongoing benefits inglagsas.

Within logistics, we are refining our flow procdssbringing product, merchandise in closer to né¥d.are increasing the percent of pro
coming into our distribution center that is predpeet and storeeady. This is enabling us to move product morieiefitly with lower handlin
costs. We expect to see these improvements duoimdgly and beyond.

| am very pleased with the transition of our direstonsumer fulfillment function, which we moved irdar Kansas DC this Spring. We
already achieving benefits in processing and ftetgist. Longer term, the benefits are significamabling us to leverage as we grow our e-
commerce business, and we can provide a moreeaffi@gind customized customer experience. To concludeare committed to drivii
growth and building exciting lifestyle brands. Ogtwnally, we are stronger than ever and well parsétd to deliver profitable growth. A
now, | will open it up for questions.

Operator

(OPERATOR INSTRUCTIONS). Your first question wilbme from the line of Liz Dunn with Thomas Weisel.

Liz Dunn - Thomas Weisel Partners - Analyst

Hi, good morning. | guess my first question reldteshe calendar shift. Can you give us some sehdew that's impacting Q3 versus (
Also, on previous calls, | believe you've backe&l1BPS guidance for the year. Are you still feelomgnfortable that you can achieve tt
And then, also, related to the calendar shift, kiadhit impact inventories, if at all?

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

Okay, Liz. I'll take those. It's Joan. The calenskaift, Q3-Q4 -we really see a nominal impact of any calenddt & Q4, so, in terms of,
any calendar shift affecting Q3, with respect tg &, nothing there on that. EPS guidance for # ywe are committed to our target
delivering 15% EPS growth on an annual basis, tsat, has not changed with the guidance that we lgaxen in the third quarter. Al
inventory shifts with respect to our calendar shiftl how it affects inventorya little bit of effect at the end of the third qtea potential, an
we've reflected that and considered that in commeetith our in-transit inventories is where we Wbgee that impact occur.

Liz Dunn - Thomas Weisel Partners - Analyst



So, is your third quarter guidance based on soat wiid singledigit comp assumption, and when you say you'resgiéavith August, shou
we expect that you're sort of running in line wtlat?

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

What | can tell you about August is that we areapéel. We did see the shift in traffic that we exgedo see and in some areas, even b
however, what we have to remember is that theeenamber of shifts in the back-sahool calendar that even shift into Septembethatx
what we're keeping our eye on as we're very earthie quarter. We're two weeks into a 13 week quart

Liz Dunn - Thomas Weisel Partners - Analyst

Okay, thank you. Good luck.

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

Thanks.

Operator

Your next question will come from the line of JBtack with Lehman Brothers.

Jeff Black - Lehman Brothers- Analyst

Thanks. Good morning, everybody. | just had a qoesin the gross margin side, on the IMU. Could peua little more specific about h
much benefit you are still getting from the initvet you're talking about? And then, also, goingvard in the guidance you just laid out, w
kind of markdown assumptions does that bake il)®? Thanks.

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

Yes. With respect to the second quarter, as wedstdeff, we got a significant improvement in IM&r the quarter, that is something that
look at as contributed many things contribute to it. One is lower prodaost, but there's also lower transportation caist, referred t
improvements in his comments; and, so, we are tapkt the complete supply chain to deliver thos& Idpportunities and continuing to s
on our calendar; so, those are the things thaewi®ing to continue to contribute to the IMU, bstvee look forward in our guidance, we ¢
at it on a more moderate basis and don't assunehibse significant improvements will occur everyader. With respect to the markdc
assumption for the third quarter, what | want youkéep in mind is that third quarter a year ago wary low markdown rate. It wa:
historically low markdown rate for us, so, includadur guidance for this quarter, for the thirchger, we have factored in a more normal
markdown rate, which is, in fact, higher than lgesar.

Jeff Black - Lehman Brothers- Analyst

Okay, fair enough. Thanks. Good luck.

Joan Hilson - American Eagle Ouffitters, Inc - EVP, CFO, AE Brand

Yes.

Operator

Your next question will come from the line of J&ffnefelter with Piper Jaffrey.

Jeff Klinefelter - Piper Jaffray - Analyst

Yes, just a couple of quick questions. Joan, | yuestted to revisit again your comp levels thaakes for you to leverage, | know there's |
of an annual level that you've talked about it aright change quarter by quarter given some of tilemes, but where is that tracking ri
now? And then, also, in terms of the cost assatiateth MARTIN + OSA and if you're thinking about the same way with the ae
initiatives, what you're carrying this year on a rate basis for costs for those two initiatives?

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand



Okay. So comp level with respect to SG&A leverageyre in the same range, Jeff. It's a mid simiggt required to leverage our expe
base. In the third quarter, I'd like to share thathave additional costs included in there foithie positive way, the aerie new store open
We have roughly 25 new stores opening in the thirarter, so that is a cost that we're seeing tiare we'll see the benefit of that come L
to us in the fourth quarter as the stores impadstaare opened for the holiday selling season. Arehf with respect to M+O and the cost |
for M+0O, we still, our view on M+0 in terms of M+@uidance is the $0.15 to $0.17 range. We areying®f a loss, we are optimistic, as
remarked, and we would like to see the third quanfay through here to relook at that guidance agai

Jeff Klinefelter - Piper Jaffray - Analyst

Okay, that's great. And one last question, on ¥amadian business, it's been highlighted a numi@mnes | know in comp calls as an are
strength. Could you just give us an update on tinatket, further growth opportunities in that marketd maybe what this is leading tc
terms of other international considerations?

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

Jeff, this is Jim. Our Canadian business continadse very strong. We have made a major positiomanket share, and I'm very please
report that it's been consistent almost from iception. The growth in Canada for the American Edghnd will slow down somewhat fror
new store base because there are only a limitedeuof opportunities there, although we are novkileg at some of the existing stores,
as their leases come up, we will be spanning themrerm the line of the same size of the storehé $tates; but aerie has a conside
upside in Canada, and, naturally, the jury is eti on MARTIN + OSA for any expansion outside thaited States.

As far as international, we continue to have cosaton with a number of potential business partrilersughout the world who ha
expressed interest in entering into some sort ciggeement, joint venture type of a transactioghRnow, | am considering the options
are open. I've not made any decisions just ydipafih more could come later. Later would be nexr yes far as information on somett
definitive.

Jeff Klinefelter - Piper Jaffray - Analyst

Okay, great. Thank you.

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

You're welcome.

Operator

Your next question will come from the line of KintheGreenberger with Citigroup.

Kimberly Greenberger - Citigroup - Analyst

Great. Thank you, good morning. | was hoping yould@omment on how you're addressing the shiftesfeabusiness out of some of
stores where you're opening standalone stores. &ewou filling any product gaps in those Ameriéagle stores when you're openir
standalone aerie store? That would be helpful thed, secondarily, | understand that the balaneetshventory levels only, sort of, a poin
time and I'm wondering if you can comment relativesither the plus 7% here at the end of secondeuar the high-single to low double-
digit expectation at the end of third quarter. Haw® you expecting in store goods available for talee through that period? Can we use
or high single-digit as a proxy for the in-storgéntory levels throughout the quarter? Thanks.

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Kimberly, first, it's Susan, and | will address #fft in aerie product. First of all, I'd like fixeface my explanation to you by saying tha
aerie stores that are opening are in very strondcetgfor us, and so that gives us the confideaadotwhat I'm going to tell you that we
doing. First of all, in the shoterm, where we open up an aerie standalone starenall, what we're doing, if the American Eaglersthad a
expanded shop format of aerie, we're pulling thetkbto a very small sampling of, like panties. What'll see is panties and maybe a
pieces from the dormwear collection, but it's #elitapsule that can still be incremental to thsifess and make sure that we're promi
brand awareness at aerie. Okay?

And then, what we do with that space, if we hakemsan expanded shop of aerie out, is we're depgrati the assortment they get is gi
us the most expanded version of the American Hagled assortment, if they haven't already had thttey didn't have the space before
moved aerie out to do that. If they did, we're apphing them almost how we approach an expandeatesdootage flagship approach,

that's why | preface the comment by saying theseiravery strong markets that can handle that tyfpapproach, so, again, all of th



changes keep proving out to be incremental busifoesss, for the AE Brand and for aerie, and wegey pleased with these changes. O
Joan?

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

Sure, and, Kimberly, with respect to the inventdrihink it's fair to say that, as you roll througie quarter, irstore inventories at that le’
would be reasonable.

Kimberly Greenberger - Citigroup - Analyst

Okay, great. That's very helpful. Thanks.

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

Thank you.

Operator

Your next question will come from the line of Jakédppenburg with JJK Research.

Janet Kloppenburg - JJK Research - Analyst

Good morning, everybody. Susan, maybe you coukl dalittle bit about, maybe you could grade the wam knit assortments and
accessory assortments here for backeioeol and maybe you could talk a little bit abbotv you see those assortments improving or I
they're at the levels you expect them to be forése of the year, and what we could look forwardor Spring 08; and, Jim, | don't know
heard, | heard what MARTIN + OSA might cost thisayer, Joan, but | don't know what aerie standalofieut will cost this year, and |
also like if, Joan, you could say again what theaiming share repurchase levels could be. Thanks.

Susan McGalla - American Eagle Oultfitters, Inc - President, CMO

Okay. All right, Janet. First of all, I'm going leave the grading up to the customers, but | vidtdss those knits and accessories with you.

Janet Kloppenburg - JJK Research - Analyst

Okay.

Susan McGalla - American Eagle Oultfitters, Inc - President, CMO

First of all, on knits, | mentioned in my openingnements that we're very pleased with the move falhtlzat we've made on two fronts. Qi
honestly, the knits are selling quite well rightandNVe're pleased with the performance from our Haekchool assortment, and | just ¢
think that it's a better reflection of being in tip@me in the right way. We are very committed atefioan Eagle with our lifestyle approacl
offer a balanced assortment of fashion basics ambhn the game in the right way on fashion, ard would be the assortment | would
you, in the past year, that I'm most pleased viig.tWe're starting to strike that balance in ahmuetter way

But when you look forward to the rest of the yead into 2008, as big as this business is in womerits for us, it's as much opportunit
out there for us to have. | don't think that wéfre best out there in our space yet and myselfteam will not rest until we are. | mean, thi
something that it's a destination AE business,thatis what that's about. It's about beimgally gaining market share and being a leadéné
space, and | think we still have a ways to go thimk I'm very pleased with the progress.

Janet Kloppenburg - JJK Research - Analyst

Okay, great.

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Yes, and as it relates to accessories, | would/eellthat | think what we've got out there rightwp@uite honestly, is fair. Just fair. | think t
while we continue to be committed to accessortessaifun factor and a great extension of thetljfesWe get high marks from our custon
on it. | think it's too inconsistent of a perforncanfrom our standpoint in terms of how we're delivg the fun, how well it coordinates w



the assortment, and quite honestly, the sales peaftce. We always manage to pull the margin outtHmitop line sales and performanc
what we deliver, | think still are not up to whag¢'we happy with, and you will just see continuegiiavement and perseverance to get that.

Janet Kloppenburg - JJK Research - Analyst

Have you made any merchandising management chémgres Susan, to enable a solution to be forthcgtin

Susan McGalla - American Eagle Oultfitters, Inc - President, CMO

Yes, Janet, we actually have. We've done a coupthimgs. On the merchandising front, we have admant that is committed with t
smaller scope of responsibility to focus on thatstyy work associated with accessories, and webatamht in talent from the outside w
she's a Vice President of Design, who is solelyised on women's accessories, and that's been gechidthin the last two to three months
it will be a little bit of time before you see thenefits of her talents, but we're very pleasedawee her with us. | think she's going to t
game changer.

Janet Kloppenburg - JJK Research - Analyst

Great and good luck, Susan.

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Thanks, Janet.

Janet Kloppenburg - JJK Research - Analyst

Maybe a comment on aerie's loss. What aerie wikgthe EPS line this year?

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

Okay, Janet, what we can comment on with respea¢tie is as we rollout these stores, we have theave want to be careful before we
numbers out there and give you an expectationobiuexpectation generally is that aerie will beratige for the back half of the year.

Janet Kloppenburg - JJK Research - Analyst

But for the year, how will that shape up on an eay® basis, accretive or dilutive?

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

Accretive. Accretive.

Janet Kloppenburg - JJK Research - Analyst

For the year?

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

Correct.

Janet Kloppenburg - JJK Research - Analyst

Okay, great. And then on the share repurchase,sutgahaining, Joan?

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

There's 23.5 million shares remaining, Ja



Janet Kloppenburg - JJK Research - Analyst

Okay.

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

On our authorization.

Janet Kloppenburg - JJK Research - Analyst

23.5 million. Great.

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

That's correct.

Janet Kloppenburg - JJK Research - Analyst

Thanks so much.

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

You're welcome.

Operator

Your next question will come from the line of JdWiorris with Wachovia.

John Morris - Wachovia - Analyst

Thanks. Good morning, everyone. First for Joanthan SG&A, it was very well controlled in the secoqdarter. Incorporated in yc
assumptions on Q3, would we expect to see the kardef run rate for the third quarter? And thery, question following up on inventory.
the high single, low doubldigit guidance that you're giving for where it wdwome out in Q3 and kind of the average run tagh single,
think, as you're implying? Why wouldn't we considieat to be aggressive in this kind of an environtiéNhat's behind that? And, may
you can give us a little bit more color there teegus a read on that. Than

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

Sure. John, the SG&A, as we look into the thirdrtpral mentioned the opening of the roughly 25ea&eestanding stores, so there's a
bit higher sales required to leverage the SG&A,drrierally for the year, the mgingle digit is the sales requirement to leveraG&A, sa
that's my expectation there.

John Morris - Wachovia - Analyst

Sorry, just to clarify. So, you would look for leage on SG&A in Q37?

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

| expect to, from a sales perspective, we neeclhiege a little bit higher sales in the mid singlgit comp to leverage SG&A, which i
clarification to my comment. And then, with respexinventory, high single to low double, Johnwis're positioning our inventory to deli
on our Holiday season. We feel good about the conkés very balanced in the men's and the womamiswe're also positioned to delivel
aerie. There's also a factor in there as well liefis us manage the overalltansit inventory, and we need to have latitudéhare to mak
decisions to bring things in on the time cadeneg tifle business requires. So, that's really ther @@bund the guidance.

John Morris - Wachovia - Analyst

Okay, the stores look great. Good luck for the oéshe season. Thank



Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

Thanks very much.

Operator

Your next question will come from the line of Rolturchison with SunTrust Robinson Humphrey.

Robin Murchison - SunTrust Robinson Humphrey - Analyst

Thanks very much. Good morning and let me just yliggk off that last question. Does it have anythimglo in terms of inventory in t
higher levels at the end with a greater move orrevlage you with the ocean freight usage? You taitemiit that last quarter.

Susan McGalla - American Eagle Oultfitters, Inc - President, CMO

Yes. We continue to evaluate ocean freight androeessus air, and we have factored that into thekihg as well in our intransit, so, ye
we are able to shift more to ocean as we are opragiuct development calendar.

Robin Murchison - SunTrust Robinson Humphrey - Analyst

Then, just two others, if | could. One is, any at&gou can characterize the Florida market and m#yd Texas market in light of the flo
and hurricane preparedness? And, secondly, Jiswbuld be for you. Is there anything you want ésatibe or talk about in terms of t
Unite Here issue that's out there with regard éopbtential for Canadian unions? Thanks.

Jim O'Donnell - American Eagle Oultfitters, Inc - CEO

Sure, first of all, Florida and Texas, both marketsthe month of July, the early part of backstdiool, they had major calendar shifts.
two states, | guess, independent of one anothatemalecision to have the students go badchwol at a later date than they did a year
and, naturally, that moved our cadence, sales caddrom July into August. | can tell you that aado, the taxXree shifted for both stat
also to coincide with their later back-$¢ghool. | can tell you that there were no surprfeesis. We planned into the events accordinglywe
have planned into the events subsequently heteeimbnth of August, and so far, we feel that thelggand objectives that we set for sale!
being met, in some cases, being exceeded. As fereastorms, | really can't really tell you thas ihad any effect on our business so {
know it's very early on, but so far so good, anckeep our fingers crossed that that will be theecas

As far as the Unite Here, the quick comment oms.itFirst of all, Unite Here has tried to represtyet employees of the NLS organizat
which is a distribution center that distributesdarot for a number of different entities up in Camad@e owned NLS with the acquisition
Braemar back in 2000, and we subsequently soltlo§ in 2006, and we are currently a customer of NW&en Unite Here tried to repres
the employees of NLS, they, as a group, voted agaieing represented by NLS, and then there widis@ fith the Ontario Labor Relatio
Board by the union that there was undue influemzklerassment made by management, NLS managemémiiuence the vote against
representation of Unite Here.

We have really no involvement at all with Unite Heand NLS. Our only involvement with NLS is basigals a customer; and there h
been some allegations made | think to some of th#ipabout it affecting our business. | can tauyright now, it has not affected «
business. The boycotts have not affected any bssieny activity has not affected any of our busgeOur sales and earnings cadenc
running exactly as we planned them prior to anghefactivity with Unite Here.

Robin Murchison - SunTrust Robinson Humphrey - Analyst

Okay, great. Thank you very much. Good luck.

Jim O'Donnell - American Eagle Oultfitters, Inc - CEO

You're welcome.

Operator

Your next question will come from the line of Pagjuez with Credit Suisst



Paul Lejuez - Credit Suisse - Analyst

Hi, guys, Paul Lejuez. Two questions, if | may.sEiican you just review for us your CapEx budgeat®d Maybe break out the buckets so \
are you spending on stores versus DC, and, | #aol, if you can give any granularity in terms @wnstores versus remodels becaus
number is obviously fairly large, and if you haveygreliminary estimates for next year, CapEx, tivauld be helpful. And second, ji
thinking about MARTIN + OSA, what happens if you ¢lerough holiday and you're not happy with theibess? Do you at that point th
about shutting it down? Do you give it another YeBio you take it in a different direction to maydiearpen the focus if you could ma
comment on that? Thanks.

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand

Okay, I'll address CapEx first, Paul. The CapExZ007, in our range of $240 million to $260 millioyou could think about roughly $1
million of that related to stores and about $40lioril to $50 million related to the DC, about $60llion in headquarters, and about !
million related to IT. As we look forward to 2008e see that number hovering around the $200 milizmge, slightly north of that, but it
early in our planning for 2008, and we can bringkba more finer range for you.

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

Paul, this is Jim. As it relates to MARTIN + OSAd®n't look at Holiday with Susan and Laura asesagwatershed. | do look at it and, | tt
Susan and Laura would agree, we're looking at wisast are we going to learn from a positive as waslthings we can do better. So I'm
pessimistic, but | always try to remain optimist&ight now, we think - we know we're in the rightse.

One of the things | can assure you that we haveeaddd a number of different missteps from theyemknings of the first five stores ¢
we've made course corrections, accordingly, angetfoourse corrections are being viewed again iedtly stages in a very positive way
our customers. | mentioned spring of 2008 and Une shat Susan will speak a little bit more abdwait twhen we do our call for third quar
and give a little more color around the brand, #r&productivity of the assortment both for holidad fall as much as we can, and also
some thoughts on spring. But right now, | don'tlyearefer to get a message out there or have ampenceive that | have made a decisior
certain point in time that I'm going to close ihdve, basically, looked at how fast we can radlit if and when it's successful.

Paul Lejuez - Credit Suisse - Analyst

Great. Thanks and good luck.

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

All right, thank you.

Operator

Your next question will come from the line of Lanreevitan with Cowen.

Lauren Levitan - Cowen & Co - Analyst

Thanks. Good morning. | did want to go back to $I@&&A just to better understand Q2, if we couldnbl you had told us we would may
need a slightly higher leverage point in Q2 alsahk fact that you were able to bring the expeimses tightly in Q2 a function of more of 1
aerie openings happening in Q3, or were there #mgr @netime events that might have pulled that down? Areht second, on MARTIN
OSA, since you're talking about that Jim, you ritered that you'd redefined what the brand represéuuld you be more specific in w
you mean by that? Also, what does that mean indesfrwho you see as the natural competitive set® daes this redefinition have ¢
implications for real estate selection, the typestore locations you'd want to be in and doesitehany implications for store design? Do
think that the new definition of the brand fitsviith the existing stores that are out there? Thamkg much.

Joan Hilson - American Eagle Ouftfitters, Inc - EVP, CFO, AE Brand

Lauren, I'll address the SG&A quickly. We did na@vie onetime events that contributed to the SG&A. It wadytrexpense discipline a
expense control in the second quarter that delivérat result.

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

And Lauren, | think it's only fair for me not tosgond to the redefining of brands that Susan wot&echard on it, so she will speak to -



piece and | will speak to about, and | think youestion on positioning of the stores is a very gooe, and I'll address that.

Lauren Levitan - Cowen & Co - Analyst

Thank you.

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Okay, so Lauren, first of all, the redefinitiontbe brand. We've been doing very intense work waatme new thinking with myself and La
Dubin Wander working with the team. In addition, mdmportantly even than that, is with the feedbfiokn our customers. And so, | dc
want to give too much color on it because we ateadly - have an internal bit of a relaunch in the evolutad this positioning to our enti
group the first week of September, so, | can shdot more with you after that, but the one thihgttl will tell you is we remain committed
the general space we've been speaking to, but ithguet, there's a major opportunity for the aesthand the lifestyle that we are going
deliver with MARTIN + OSA for a customer that is @v30 years old in the mall, and so, you will beisg some evolution, sor
clarification, but the most important thing to nte,Laura, to Jim, is that when we as a MARTIN + Of®Am are speaking to this bre
looking at product, making decisions, that we arswgccinct on who this customer is, what he andtsing about, what they want, and the
what we've been working so hard on the last 90 ,dayd the team is moving in the same directiort,shmwer. That's what we do with
AE Brand, and that's what we'll be doing with Marti OSA and that's the meaningful change you'Bdwng in the next couple of months.

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

As it relates to the store positioning, it's vameresting that you brought it up, because on ecemt real estate meeting, we decided anc
was very recent within the last two weeks, we'veidid to test some eight centers but in smalleketay and what that does is that actt
reduces the overhead for the MARTIN + OSA stores| iwe see that these types of malls and thgsestpf small cities and misized citie
is productive, we'll be on to something very pesitand | believe that we will attain profitabiligven quicker by going out into these marl
It doesn't mean we're going to eliminate some efttigher profile markets we're in now and we'venided for the future, but | think, if w
can balance the portfolio out between some of thkdn end - a little more expensive marketgrsus countering with some of the mid
markets, all of these centers, | think we'll haweesy good business model and can attain profitahiil a much quicker way.

Lauren Levitan - Cowen & Co - Analyst

Do you expect that that gets incorporated into@Beeal estate strategy for MARTIN + OSA?

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

Yes, absolutely.

Lauren Levitan - Cowen & Co - Analyst

Great. Thank you and good luck.

Jim O'Donnell - American Eagle Outfitters, Inc - CEO

Thank you.

Operator

Your next question will come from the line of Laima Maikis with Merrill Lynch.

Lorraine Maikis - Merrill Lynch - Analyst

Thank you, good morning. Could you comment on amnges in spending you've seen with your consuméarsthis month and then h
you're planning for holiday in this uncertain emviment? Thank

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Hi, Lorraine. It's Susan. I'll take that. In termfschanges in how they're spending, | think it Iseatlates to all of the discussion that wi
been talking about with the shifting in timing. Thesiness that's commanded from the timing of -to-school in our demographic



probably the most important driver at this pointénms of traffic and spending, and we're pleakatlwhen we get them there and the tr
is there, we're converting them with our assortnagct pleased with our collection.

As it relates to our guidance and how we're movarg/ard into holiday, as Joan talked to you abaut@mp guidance, our jobs are to
sure that we deliver a collection that can meegxareed our financial expectations, so we're workiery hard on our assortments. As
know, the customer is king for us, and we just wienbugh in the last two weeks a very in deptheevdf our holiday assortment, anc
many of you know, we have receipts that we leavenamitil a later date, which was within the lastijgle of weeks to respond to custo
feedback and testing and that is an exercise thatevwgone through in the last two weeks to getadues ready and fine tune the assortm
to have a powerful holiday, so that's what we'verbleard at work doing.

Judy Meehan - American Eagle Outfitters, Inc - VP IR

Okay, Dennis, we'll take one more call.

Operator

And the next question will come from the line ofriaaTelsey with Telsey Advisory Group.

Mimi Bartow - TAG - Analyst

Hi, it's actually Mimi Bartow for Dana. | was justondering if you could give us any trends or anyghyou're seeing far as specifics in
denim category, and then, if you're manning or yow're planning for the redemptions coming up atehd of August?

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Okay. A couple of things. As it relates to deniranals, we are in a fashion cycle for sure, and whil®n't talk too specifically about t
elements that are within our assortment, | will yelu that our success in the customer receptiasutgean assortment has been quite ¢
We're very pleased. As you know and we've mentipmadhave over 90% newness that we delivered ineams assortment for guys
girls for the back-teschool time period and the reception to newnesgish, newness in fashion elements within the wasth fashion bodit
has been very widely accepted and | will tell yoeiwe learned a lot, so we will be making furthejuatinents as we move into the back
of this year, but we're in a fashion cycle. Andthehat was the second part?

Mimi Bartow - TAG - Anaalyst

Planning for redemption.

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Oh, the redemption planning, for us, honestly, @tdne just reiterate too, that this event thathaee been running in the month of July,
year it was a tr-on event, this year it was a fit challenge, forths, reason for running these events for our custasy honestly, to delight a
add a fun factor to the shopping experience aitadrand in addition to hammering home a merchangliproduct message that, we fee
of the moment and very important for that seasornth® year, the Fit Challenge was hammering toetfat we know that we get high me
from our customer on the way our jeans fit, the Wt we offer them newness and fit, and we wamdethake sure that our stores,
product and our sales associates were all behatdriessage. We feel very comfortable that we aeliend got that message across, ant
to us is a success, and an added benefit is ttiésmetion in the back half of August and into thstfiveek of September, with either the
jean or $10 off a jean depending on what you waetdan your purchase in July and the inventoriesesady for that. We prepared for the
advance but again, it's really more about a margatiessage to our customer.

Mimi Bartow - TAG - Analyst

Great. Thank you.

Susan McGalla - American Eagle Outfitters, Inc - President, CMO

Okay.

Jim O'Donnell - American Eagle Oultfitters, Inc - CEO

Well, thank you, for joining us today. We look faavd to speaking to you again real soon and haveat day



Operator

Ladies and gentlemen, this does conclude the Ameliagle Outfitters second quarter 2007 earningisYaau may now disconne.



