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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))

ITEM 2.02.

Results of Operations and Financial Condition
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 August 21, 2007, the Company issued a press release announcing, among other things, the Company's financial results
for the second quarter ended August 4, 2007. A copy of this press release is attached hereto as Exhibit 99.1. The
Company's Management team held a conference call on August 21, 2007 at 9:00 a.m. Eastern Time to review the
aforementioned financial results. Additionally, Management provided third quarter 2007 earnings guidance on the
conference call . A replay of the conference call will be available through September 4, 2007. To listen to the replay, dial
1-800-642-1687 and reference confirmation code 2285302#. 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.

ITEM 9.01.
(c) Exhibits

Financial Statements and Exhibits

Exhibit No.
99.1*
99.2*

Description
Press Release dated August 21, 2007 announcing second quarter 2007 financial results
Conference Call Transcript dated August 21, 2007

* Such Exhibit is being "furnished" (not filed) pursuant to Item 2.02 of the Current Report on Form 8-K.
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EXHIBIT 99.1

AMERICAN EAGLE OUTFITTERS
REPORTS RECORD EPS OF $0.37 FOR SECOND QUARTER 2007, A 19% INCREASE
PROVIDES THIRD QUARTER EPS GUIDANCE
Pittsburgh, PA, August 21, 2007 - American Eagle Outfitters, Inc. (NYSE:AEO) today announced that earnings for the 13 weeks ended August
4, 2007 increased 19% to $0.37 per diluted share from $0.31 per diluted share for the 13 week period ended July 29, 2006.
"I am pleased that we achieved our 14th consecutive quarter of record sales and earnings. Our strong second quarter results reflected sound
merchandise management and good expense control. We also made progress in the quarter toward our key goals of building brands for growth,
optimizing our channels of distribution, and strengthening our operations for productivity improvements and continued profitable growth," said
Jim O'Donnell, Chief Executive Officer.
Second Quarter Results
Total sales for the 13 weeks ended August 4, 2007 increased 17% to $703.2 million, compared to $602.3 million for the 13 week period ended
July 29, 2006. Due to the 53rd week in fiscal 2006, second quarter comparable store sales are compared to the 13 week period ended August 5,
2006. On this basis, the company delivered a comparable store sales increase of 2%.
Gross profit for the second quarter increased to $316.4 million from $275.3 million. However, as a percent to sales, gross profit declined to
45.0% from 45.7% last year. The merchandise margin declined 50 basis points as a result of higher markdowns, partially offset by a strong
initial mark-up. Buying, occupancy and warehousing costs increased 20 basis points as a percent to sales. This was driven primarily by rent
expense relating to upcoming aerie store openings, as well as start-up costs associated with transitioning e-commerce fulfillment in-house.
Second quarter selling, general and administrative expenses of $166.4 million were flat as a percent to sales at a rate of 23.7%. Within SG&A,
incentives and selling payroll leveraged, while expenditures related to in-store improvements and professional services increased as a percent to
sales.
Operating income for the quarter increased 12% to $122.7 million from $109.3 million last year. As a percent to sales, operating income
declined to 17.4%, compared to 18.2% last year.
Net income increased 13% to $81.3 million, compared to $72.1 million last year. As a percent to sales, net income was 11.6% compared to
12.0% last year. Earnings per diluted share increased 19% to $0.37, compared to $0.31 last year.
Inventory
Total merchandise inventories at the end of the second quarter were $321 million, an increase of $54 million compared to last year. AE brand
inventory (excluding e-commerce) increased 7% on a per square foot basis from a year ago.
Capital Expenditures
For the second quarter of 2007, capital expenditures were approximately $55 million. For fiscal year 2007, management continues to expect
capital expenditures to be in the range of $240 to $260 million, which includes new and renovated stores, investments in information
technology, the company's new Pittsburgh headquarters and the completion of the expanded Kansas distribution center.
Stock Repurchase
During the quarter, the company completed the repurchase of 3.7 million shares of common stock for approximately $99.5 million. Year-todate, the company has repurchased 6.5 million shares for approximately $184.7 million. After the second quarter activity, the company had
23.5 million shares remaining under various authorizations.
Real Estate
In the second quarter, American Eagle opened six new AE stores and remodeled 26 locations. Additionally, the company opened two new freestanding aerie stores and one new MARTIN + OSA store. For 2007 the company is on-track to increase square footage by approximately 10%.
This includes approximately 32 new and 53 remodeled American Eagle stores, 14 MARTIN + OSA stores and approximately 37 free-standing
aerie stores.
Third Quarter Guidance
The Company is pleased with month-to-date August sales performance. At this time, management is establishing third quarter earnings
guidance of $0.47 to $0.48 per share, compared to $0.44 per share last year.
Conference Call Information
At 9:00 a.m. Eastern Time on August 21, 2007, the company's management team will host a conference call to review the financial results. To
listen to the call, dial 1-877-601-0864 five to seven minutes prior to the scheduled start time. The conference call will also be simultaneously
broadcast over the Internet at www.ae.com or www.streetevents.com. Anyone unable to listen to the call can access a replay beginning August
21, 2007 at 12:00 p.m. Eastern Time through September 4, 2007. To listen to the replay, dial 1-800-642-1687 and reference confirmation code

2285302#. An audio replay of the conference call will also be available at www.ae.com.
****
About American Eagle Outfitters:
American Eagle Outfitters, Inc. (NYSE:AEO) is a leading retailer that operates under the American Eagle Outfitters and MARTIN + OSA
brands.
American Eagle Outfitters designs, markets and sells its own brand of laidback, current clothing targeting 15 to 25 year-olds, providing highquality merchandise at affordable prices. AE's original collection includes standards like jeans and graphic Ts as well as essentials like
accessories, outerwear, footwear, basics and swimwear. American Eagle currently operates 852 stores in 50 states, the District of Columbia and
Puerto Rico, and 74 AE stores in Canada. American Eagle also operates ae.com, which offers additional sizes and styles of favorite AE
merchandise and ships around the world. The American Eagle brand also includes a new collection of dormwear and intimates, "aerie by
American Eagle." aerie is available in American Eagle stores across the country and at aerie.com. It includes bras, undies, camis, hoodies,
robes, boxers, sweats and leggings for the AE girl. Designed to be sweetly sexy, comfortable and cozy, aerie offers AE customers a new way to
express their personal style everyday, from the dormroom to the coffee shop to the classroom.
The company introduced MARTIN + OSA, a new sportswear concept targeting 25 to 40 year-old women and men. MARTIN + OSA carries
apparel, accessories and footwear, using denim and sport inspiration to design fun and sport back into sportswear. MARTIN + OSA currently
operates 10 stores. For additional information and updates, visit martinandosa.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 third quarter sales and earnings, real estate, aerie and
MARTIN + OSA. 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 third quarter sales, markdowns and/or
earnings expectations may not be achieved, real estate, aerie and MARTIN + OSA growth may not occur as planned and those other risks
described in the Risk Factor Section of the Company's Form 10-K for the year ended February 3, 2007 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.
****

AMERICAN EAGLE OUTFITTERS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

August 4,

February 3,

2007

2007

(Unaudited)

July 29,
2006
(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

1,091,198

1,202,408

1,169,232

552,218

481,645

404,390

9,950

9,950

9,950

125,120

251,644

117,291

Total current assets
Property and equipment, net
Goodwill, net
Long-term investments

69,029

Other assets, net

45,991

39,240

$

1,847,515 $

1,991,638 $

1,740,103

$

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

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable

Unredeemed stored value cards and gift certificates

30,093

54,554

25,371

Current portion of deferred lease credits

12,787

12,803

10,402

Other current liabilities

19,307

18,263

15,026

313,266

464,618

342,163

Deferred lease credits

64,472

65,114

60,036

Other non-current liabilities

94,939

44,594

44,516

159,411

109,708

104,552

Total stockholders' equity

1,374,838

1,417,312

1,293,388

Total Liabilities and Stockholders' Equity

1,847,515 $

1,991,638 $

1,740,103

Total current liabilities

Total non-current liabilities

$

Current Ratio

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

Net sales

$

August 4,

% of

July 29,

% of

2007

Sales

2006

Sales

703,189

100.0% $

602,326

100.0%

Cost of sales, including certain buying,
386,742

55.0%

327,065

54.3%

Gross profit

316,447

45.0%

275,261

45.7%

Selling, general and administrative expenses

166,386

23.7%

142,772

23.7%

27,375

3.9%

23,237

3.8%

Operating income

122,686

17.4%

109,252

18.2%

Other income, net

8,766

1.3%

8,969

1.5%

131,452

18.7%

118,221

19.7%

50,108

7.1%

46,122

7.7%
12.0%

occupancy and warehousing expenses

Depreciation and amortization

Income before income taxes
Provision for income taxes
Net income

$

81,344

11.6% $

72,099

Net income per basic common share

$

0.37

$

0.32

Net income per diluted common share

$

0.37

$

0.31

Weighted average common shares
outstanding - basic

217,790

223,805

222,044

229,211

Weighted average common shares
outstanding - diluted

26 Weeks Ended

Net sales

$

August 4,

% of

July 29,

% of

2007

Sales

2006

Sales

1,315,575

100.0% $

1,124,754

100.0%

Cost of sales, including certain buying,
700,669

53.3%

595,124

52.9%

Gross profit

614,906

46.7%

529,630

47.1%

Selling, general and administrative expenses

323,375

24.5%

277,441

24.6%

52,857

4.0%

44,671

4.0%

Operating income

238,674

18.2%

207,518

18.5%

Other income, net

20,067

1.5%

17,065

1.5%

258,741

19.7%

224,583

20.0%

98,627

7.5%

88,328

7.9%

occupancy and warehousing expenses

Depreciation and amortization

Income before income taxes
Provision for income taxes

Net income

$

160,114

12.2% $

136,255

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

223,943

228,610

5,350,468

4,911,192

928

883

Weighted average common shares
outstanding - diluted

Total gross square footage at end of period:

Store count at end of period:

CONTACT:
American Eagle Outfitters, Inc.
Judy Meehan, 412-432-3300
OR
Financial Media Contact
Berns Communications Group
Stacy Berns or Melissa Jaffin, 212-994-4660

12.1%

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 I will be your conference operator today. At this time, I would like to welcome everyone to the
American Eagle Outfitters second quarter 2007 earnings call. All lines have been placed on mute to prevent any background noise. After the
speakers remarks, there will be a question and answer session. (OPERATOR INSTRUCTIONS).
I will now turn the call over to Ms. Judy Meehan, Vice President of Investor Relations. Please go ahead, ma'am.
Judy Meehan - American Eagle Outfitters, Inc - VP IR
Good morning, everyone. Joining me today are Jim O'Donnell, Chief Executive Officer, Susan McGalla, President, Chief Merchandising
Officer, and Joan Hilson, Executive Vice President, Chief Financial Officer, AE Brand. If you need a copy of our second quarter press release,
it is available on our website, ae.com.
Before we begin, I need to remind everyone that during this conference call, members of management will make certain forward-looking
statements based upon information which represents the Company's current expectations or beliefs. The 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.
Today, Joan will begin with the financial review of the financials.
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Thanks, Judy, and good morning everyone, and thank you for joining us.
Our second quarter marked the 14th consecutive quarter of record sales and earnings. This quarter demonstrated our operating strength and
ability to drive consistent financial results. While top line sales performance was not as robust as we planned, we managed inventories,
controlled expenses and are well-positioned entering the second half of the year. Highlights of the quarter included the following: a higher
initial markup driven by lower costs; a selling cadence that led to our targeted inventory position; flat SG&A as a rate to sales; a 17.4%
operating margin, our second highest rate for this quarter, leading to a 19% increase in EPS to $0.37 versus $0.31 last year.
Total sales in the quarter increased 17% to $703.2 million. Comparable store sales increased 2%, up against a 9% increase for the same period
last year. Comps by geographic region were as follows: Canada increased in the mid-teens; the Northeast rose in the high-single digits; the
Midwest and Mid-Atlantic regions increased in the mid single-digits; the West and Southwest declined in the low single-digits and the
Southeast was negative mid single-digits.
It's important to note that second quarter comps were negatively affected by later back-to-schools and tax-free events, which impacted July.
ae.com performed well in the second quarter, with sales increasing 32%. New site enhancements and redesign, along with unique content, have
resulted in a meaningful increase in unique user sessions over the prior year.
Our gross margin rate of 45% declined from 45.7% last year. Our merchandise margin declined 50 basis points due to a higher level of
markdowns, which, in part, was offset by a strong initial markup. Buying, occupancy and warehousing costs increased 20 basis points. This
was primarily due to rent expense from the new aerie stores which are opening over the next few months. We also experienced start-up costs
related to transitioning e-commerce fulfillment in house.
SG&A, as a percent of sales, was flat to last year's historically low rate of 23.7%. Within SG&A, incentive compensation was lower, and we
continued to leverage selling payroll. This was offset by increases in expenditures related to in-store improvements and professional services.
Our second quarter effective tax rate was approximately 38%, which is also what we expect for the third quarter.
Our operating income margin declined 80 basis points to 17.4 % from 18.2%.
During the quarter, we repurchased 3.7 million shares of our common stock, bringing our total for the year to 6.5 million shares with an
investment of $184.7 million. We have 23.5 million shares available for repurchase.
Capital expenditures in the quarter were approximately $55 million. For the year, we continue to expect capital expenditures to be in the range

of $240 million to $260 million. This includes new and renovated stores along with our 37 new aerie stores, IT investments, our new Pittsburgh
headquarters and the completion of our expanded Kansas DC.
Total merchandise inventories at the end of our second quarter were $321 million, an increase of $54 million compared to last year. AE Brand
inventory, excluding Direct, increased 7% on a per-square-foot basis from a year ago. Looking ahead to the end of the third quarter, we expect
inventory to be up in the range of high single-digits to low doubles on a cost-per-foot basis.
Now, regarding our outlook, we are optimistic about the third quarter and we are pleased with our August sales performance to date. At this
early point in the quarter, we are providing third quarter earnings guidance of $0.47 to $0.48 per share. This compares to earnings of $0.44 per
share last year.
And now, I'd like to turn the call over to Susan.
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Thanks, Joan, and good morning, everyone. I am extremely pleased with many aspects of our second quarter performance. We managed the
business well and made quick adjustments where it was needed. Importantly, we ended the quarter well positioned and ready for the back-toschool and Fall seasons.
During the second quarter, our men's business was strong, delivering a high single-digit comp increase. Strength was broad based across most
major categories, including men's shorts, knit tops and woven shirts. Our overall women's comp declined slightly with strength in aerie, bare
knit tops, shorts and dresses offset by declines in graphic tee's and polo's, skirts and accessories.
Our sales metrics reflected brand strength and an overall positive response to the collection. Second quarter store traffic declined, driven
entirely by the month of July and the impact of back-to-school and tax-free calendar changes. However, our conversion rate rose compared to
last year, driving a slight increase in sales transactions per store. Our average transaction value increased in the low single-digits. Units per
transaction increased in the mid single-digits, and we experienced a slight decline in our average unit retail price. Although our markdown rate
increased over a stellar performance last year, we carefully managed our promotions, optimized our margin rate, and ended the season clean.
We are now in the midst of the back-to-school season and are pleased with the customer response to our collection. Our new line of women's
knit tanks and tee's is a major step forward from Spring and Summer, and a better reflection of what on-trend means for our customer. We are
also seeing ongoing momentum in denim. Building on our strong jeans business, this season, we took our offering to a new level with a
significant amount of fashion newness in our Blue Issue collection, and within our fit systems. Both guys and girls are embracing new fits and
responding positively to fashion elements. Our fall one assortment arrives in stores on August 28. This updated fall collection will capitalize on
later back-to-school markets and the Labor Day holiday traffic. Our timing for fall one is similar to last year. Yet, this year, it will coincide
with our Fit Challenge bounce back event. Beginning August 28, customers have two weeks to redeem their tickets for either a free pair of
jeans or a $10 off coupon.
As many of you know, as a corporation, we're focused on growth, and we are strategically positioned to capitalize on the near, mid, and longer
term. It's important to emphasize that near term, our most powerful opportunity is the AE Brand. Our teams have an unrelenting focus on our
maniacal customer connection in combination with our unique approach to quality, value, and on-trend fashion. This positions us to capture a
greater share of destination AE categories, capitalize on expanded assortments and square footage growth. Additionally, we are broadening the
reach of our AE lifestyle through ae.com and our creative marketing strategies. "It's a Mall World" is a great example of creating such an
experience. Our new original series is currently airing during MTV's "The Real World" and on ae.com, and has been met with great enthusiasm
from our customers. We also relaunched ae.com in July with improved functionality, easier navigation, and a dedicated entertainment channel,
77E.
An exciting component of our growth initiative, aerie by American Eagle, continues to emerge and develop into its own complete lifestyle
brand. This back-to-school, our new bra launch, Katie With Lace, and three new undie fits were highly successful. Through the second half of
this year, and into 2008, you'll see aerie evolve with newness around all existing categories. In addition, for category expansion, this holiday we
are introducing aerie fit, a line of fun and fitness inspired apparel; and just in time for the gift giving season, we will also launch aerie personal
care, including body and cosmetic offerings. We are currently operating 11 aerie freestanding stores. Over the next few months, we have a very
active store openings schedule, with 2 additional stores opening this month, 7 in September, 14 in October, 5 in November, and 1 in December.
Next year, we expect to open at least 50 additional aerie stores.
Thanks, everyone, and now, I will turn the call over to Jim.
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
Thanks, Susan. Good morning, everyone. Naturally, our main purpose for this call is to provide you with our second quarter results, but I
would like to share with you our three major corporate goals to drive future growth. First, building brands for growth; two, optimizing our
channels of distribution; and three, strengthening our operations for productivity improvements and greater profitability. We continue to build
upon the strength of the AE brand. As Susan discussed, this remains one of our top growth opportunities.

With aerie, I am pleased to see that we have successfully leveraged the AE Brand and our strong customer base into an exciting new growth
venture. aerie has proven to be highly productive and profitable from the start. At this very early juncture, sales per square foot for new
standalone stores are annualizing at over $400. As the brand builds and assortments expand, I am very optimistic about the contribution aerie
will bring to our Company.
Over the past few months, we have made significant progress on the MARTIN + OSA brand, and I am very pleased with the work Susan and
brand President Laura Dubin Wander have put forth. Responding to customer feedback, they agreed to find what the brand represents to our
targeted customer. While it's still quite early, our initial reads on the new MARTIN + OSA fall collection show an improvement; and we expect
continued improvements for holiday around gift giving categories and, importantly, into Spring 2008. In fact, we just completed our Spring
2008 coordination meetings.
The new collections are a major advancement from where we were. We've added color and energy. Women's is more feminine and distinctive;
and, additionally, we have a more balanced pricing strategy with an important emphasis on key categories at appropriate opening price points.
This will insure we are an accessible brand. Operations are being strengthened, as well as leveraged, across critical corporate strengths,
particularly, within sourcing and production. To sum it up, we remain absolutely committed to MARTIN + OSA and are very optimistic about
our prospects.
From expanding e-commerce to upgrading and expanding our store base, optimizing our channels of distribution is a top priority. This year, we
are on target to grow our square footage by approximately 10% through 32 new and 53 remodeled AE stores, 14 MARTIN + OSA stores, and
37 Aerie stores. Also, in November, we are opening our first AE new store format. This store is designed to elevate the customer experience
and, importantly, increase store productivity through the use of new floor and wall fixtures. Today, we have approximately 250 stores targeted
for remodel and/or expansion, which we will address over the next several years. We continue to see outstanding results from upgrading our
stores, with meaningful improvements in sales and profitability. Overall, our sales per square foot have reached $540 on a trailing 12 month
basis, up from $524 in Fiscal 2006.
As I said earlier, strengthening our operations for productivity improvements and greater profitability is another top priority. In this area, we are
continuing to enhance our supply chain and strengthening sourcing and production capabilities. We have placed significant emphasis on
redefining our sourcing strategy, managing to our time and action calendar, and improving the technology utilized throughout our global supply
chain. The combination of these initiatives have enabled us to strengthen our IMU through a reduction in our product cost and significantly
reduce transportation costs per unit. Importantly, we have not only lowered our cost, but we have a strong focus on improved product quality.
And, looking ahead, we see ongoing benefits in these areas.
Within logistics, we are refining our flow process in bringing product, merchandise in closer to need. We are increasing the percent of product
coming into our distribution center that is pre-packed and store-ready. This is enabling us to move product more efficiently with lower handling
costs. We expect to see these improvements during holiday and beyond.
I am very pleased with the transition of our direct-to-consumer fulfillment function, which we moved into our Kansas DC this Spring. We are
already achieving benefits in processing and freight cost. Longer term, the benefits are significant, enabling us to leverage as we grow our ecommerce business, and we can provide a more efficient and customized customer experience. To conclude, we are committed to driving
growth and building exciting lifestyle brands. Operationally, we are stronger than ever and well positioned to deliver profitable growth. And
now, I will open it up for questions.

Operator
(OPERATOR INSTRUCTIONS). Your first question will come from the line of Liz Dunn with Thomas Weisel.
Liz Dunn - Thomas Weisel Partners - Analyst
Hi, good morning. I guess my first question relates to the calendar shift. Can you give us some sense of how that's impacting Q3 versus Q4?
Also, on previous calls, I believe you've backed 15% EPS guidance for the year. Are you still feeling comfortable that you can achieve that?
And then, also, related to the calendar shift, how did it 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 calendar shift, Q3-Q4 - we really see a nominal impact of any calendar shift for Q4, so, in terms of, or
any calendar shift affecting Q3, with respect to Q4, so, nothing there on that. EPS guidance for the year - we are committed to our target of
delivering 15% EPS growth on an annual basis, so, that has not changed with the guidance that we have given in the third quarter. And
inventory shifts with respect to our calendar shift and how it affects inventory - a little bit of effect at the end of the third quarter potential, and
we've reflected that and considered that in connection with our in-transit inventories is where we would see that impact occur.
Liz Dunn - Thomas Weisel Partners - Analyst

So, is your third quarter guidance based on sort of a mid single-digit comp assumption, and when you say you're pleased with August, should
we expect that you're sort of running in line with that?
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
What I can tell you about August is that we are pleased. We did see the shift in traffic that we expected to see and in some areas, even better;
however, what we have to remember is that there is a number of shifts in the back-to-school calendar that even shift into September, so that's
what we're keeping our eye on as we're very early in the quarter. We're two weeks into a 13 week quarter.
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 Jeff Black with Lehman Brothers.
Jeff Black - Lehman Brothers - Analyst
Thanks. Good morning, everybody. I just had a question on the gross margin side, on the IMU. Could you be a little more specific about how
much benefit you are still getting from the initiative you're talking about? And then, also, going forward in the guidance you just laid out, what
kind of markdown assumptions does that bake in for Q3? Thanks.
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Yes. With respect to the second quarter, as we stated, Jeff, we got a significant improvement in IMU for the quarter, that is something that we
look at as contributed - many things contribute to it. One is lower product cost, but there's also lower transportation cost, Jim referred to
improvements in his comments; and, so, we are looking at the complete supply chain to deliver those IMU opportunities and continuing to stay
on our calendar; so, those are the things that we're doing to continue to contribute to the IMU, but as we look forward in our guidance, we look
at it on a more moderate basis and don't assume that those significant improvements will occur every quarter. With respect to the markdown
assumption for the third quarter, what I want you to keep in mind is that third quarter a year ago was a very low markdown rate. It was a
historically low markdown rate for us, so, included in our guidance for this quarter, for the third quarter, we have factored in a more normalized
markdown rate, which is, in fact, higher than last year.
Jeff Black - Lehman Brothers - Analyst
Okay, fair enough. Thanks. Good luck.
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Yes.
Operator
Your next question will come from the line of Jeff Klinefelter with Piper Jaffrey.
Jeff Klinefelter - Piper Jaffray - Analyst
Yes, just a couple of quick questions. Joan, I just wanted to revisit again your comp levels that it takes for you to leverage, I know there's kind
of an annual level that you've talked about it and might change quarter by quarter given some of the volumes, but where is that tracking right
now? And then, also, in terms of the cost associated with MARTIN + OSA and if you're thinking about it the same way with the aerie
initiatives, what you're carrying this year on a run 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 leverage, we're in the same range, Jeff. It's a mid single-digit required to leverage our expense
base. In the third quarter, I'd like to share that we have additional costs included in there for, in the positive way, the aerie new store openings.
We have roughly 25 new stores opening in the third quarter, so that is a cost that we're seeing there. And we'll see the benefit of that come back
to us in the fourth quarter as the stores importantly are opened for the holiday selling season. And then, with respect to M+O and the cost base
for M+O, we still, our view on M+O in terms of M+O guidance is the $0.15 to $0.17 range. We are, in terms of a loss, we are optimistic, as Jim
remarked, and we would like to see the third quarter play through here to relook at that guidance again.
Jeff Klinefelter - Piper Jaffray - Analyst
Okay, that's great. And one last question, on your Canadian business, it's been highlighted a number of times I know in comp calls as an area of
strength. Could you just give us an update on that market, further growth opportunities in that market and maybe what this is leading to in
terms of other international considerations?
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
Jeff, this is Jim. Our Canadian business continues to be very strong. We have made a major position in market share, and I'm very pleased to
report that it's been consistent almost from its inception. The growth in Canada for the American Eagle brand will slow down somewhat from a
new store base because there are only a limited number of opportunities there, although we are now looking at some of the existing stores, and
as their leases come up, we will be spanning them more in the line of the same size of the stores in the States; but aerie has a considerable
upside in Canada, and, naturally, the jury is still out on MARTIN + OSA for any expansion outside the United States.
As far as international, we continue to have conversation with a number of potential business partners throughout the world who have
expressed interest in entering into some sort of an agreement, joint venture type of a transaction. Right now, I am considering the options that
are open. I've not made any decisions just yet, although more could come later. Later would be next year as far as information on something
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 Kimberly Greenberger with Citigroup.
Kimberly Greenberger - Citigroup - Analyst
Great. Thank you, good morning. I was hoping you could comment on how you're addressing the shift of aerie business out of some of the
stores where you're opening standalone stores. How are you filling any product gaps in those American Eagle stores when you're opening a
standalone aerie store? That would be helpful, and then, secondarily, I understand that the balance sheet inventory levels only, sort of, a point in
time and I'm wondering if you can comment relative to either the plus 7% here at the end of second quarter or the high-single to low doubledigit expectation at the end of third quarter. How are you expecting in store goods available for sale to be through that period? Can we use 7%
or high single-digit as a proxy for the in-store inventory levels throughout the quarter? Thanks.
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Kimberly, first, it's Susan, and I will address the shift in aerie product. First of all, I'd like to preface my explanation to you by saying that the
aerie stores that are opening are in very strong markets for us, and so that gives us the confidence to do what I'm going to tell you that we're
doing. First of all, in the short-term, where we open up an aerie standalone store in a mall, what we're doing, if the American Eagle store had an
expanded shop format of aerie, we're pulling that back to a very small sampling of, like panties. What you'll see is panties and maybe a few
pieces from the dormwear collection, but it's a little capsule that can still be incremental to the business and make sure that we're promoting
brand awareness at aerie. Okay?
And then, what we do with that space, if we have taken an expanded shop of aerie out, is we're depending on the assortment they get is giving
us the most expanded version of the American Eagle brand assortment, if they haven't already had that, if they didn't have the space before we
moved aerie out to do that. If they did, we're approaching them almost how we approach an expanded square footage flagship approach, and
that's why I preface the comment by saying these are in very strong markets that can handle that type of approach, so, again, all of these

changes keep proving out to be incremental business for us, for the AE Brand and for aerie, and we're very pleased with these changes. Okay,
Joan?
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Sure, and, Kimberly, with respect to the inventory, I think it's fair to say that, as you roll through the quarter, in-store inventories at that level
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 Janet Kloppenburg with JJK Research.
Janet Kloppenburg - JJK Research - Analyst
Good morning, everybody. Susan, maybe you could talk a little bit about, maybe you could grade the women's knit assortments and the
accessory assortments here for back-to-school and maybe you could talk a little bit about how you see those assortments improving or maybe
they're at the levels you expect them to be for the rest of the year, and what we could look forward to for Spring 08; and, Jim, I don't know if I
heard, I heard what MARTIN + OSA might cost this year or, Joan, but I don't know what aerie standalone rollout will cost this year, and I'd
also like if, Joan, you could say again what the remaining share repurchase levels could be. Thanks.
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Okay. All right, Janet. First of all, I'm going to leave the grading up to the customers, but I will discuss those knits and accessories with you.
Janet Kloppenburg - JJK Research - Analyst
Okay.
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
First of all, on knits, I mentioned in my opening comments that we're very pleased with the move forward that we've made on two fronts. Quite
honestly, the knits are selling quite well right now. We're pleased with the performance from our back-to-school assortment, and I just also
think that it's a better reflection of being in the game in the right way. We are very committed at American Eagle with our lifestyle approach to
offer a balanced assortment of fashion basics and being in the game in the right way on fashion, and this would be the assortment I would tell
you, in the past year, that I'm most pleased with that. We're starting to strike that balance in a much better way.
But when you look forward to the rest of the year and into 2008, as big as this business is in women's knits for us, it's as much opportunity is
out there for us to have. I don't think that we're the best out there in our space yet and myself, my team will not rest until we are. I mean, this is
something that it's a destination AE business, and that's what that's about. It's about being - really gaining market share and being a leader in the
space, and I think we still have a ways to go think, but 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, I would tell you that I think what we've got out there right now, quite honestly, is fair. Just fair. I think that
while we continue to be committed to accessories, it's a fun factor and a great extension of the lifestyle. We get high marks from our customers
on it. I think it's too inconsistent of a performance from our standpoint in terms of how we're delivering the fun, how well it coordinates with

the assortment, and quite honestly, the sales performance. We always manage to pull the margin out, but the top line sales and performance of
what we deliver, I think still are not up to what we're happy with, and you will just see continued improvement and perseverance to get that.
Janet Kloppenburg - JJK Research - Analyst
Have you made any merchandising management changes there, Susan, to enable a solution to be forthcoming?
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Yes, Janet, we actually have. We've done a couple of things. On the merchandising front, we have a merchant that is committed with the
smaller scope of responsibility to focus on the strategy work associated with accessories, and we also brought in talent from the outside who,
she's a Vice President of Design, who is solely focused on women's accessories, and that's been a change within the last two to three months so
it will be a little bit of time before you see the benefits of her talents, but we're very pleased to have her with us. I think she's going to be a
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 will cross the EPS line this year?
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Okay, Janet, what we can comment on with respect to aerie is as we rollout these stores, we have three, so, we want to be careful before we put
numbers out there and give you an expectation, but our expectation generally is that aerie will be accretive for the back half of the year.
Janet Kloppenburg - JJK Research - Analyst
But for the year, how will that shape up on an earnings basis, accretive or dilutive?
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Accretive. Accretive.
Janet Kloppenburg - JJK Research - Analyst
For the year?
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Correct.
Janet Kloppenburg - JJK Research - Analyst
Okay, great. And then on the share repurchase, what's remaining, Joan?
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
There's 23.5 million shares remaining, Janet.

Janet Kloppenburg - JJK Research - Analyst
Okay.
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
On our authorization.
Janet Kloppenburg - JJK Research - Analyst
23.5 million. Great.
Joan Hilson - American Eagle Outfitters, 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 John Morris with Wachovia.
John Morris - Wachovia - Analyst
Thanks. Good morning, everyone. First for Joan, on the SG&A, it was very well controlled in the second quarter. Incorporated in your
assumptions on Q3, would we expect to see the same kind of run rate for the third quarter? And then, my question following up on inventory. Is
the high single, low double-digit guidance that you're giving for where it would come out in Q3 and kind of the average run rate, high single, I
think, as you're implying? Why wouldn't we consider that to be aggressive in this kind of an environment? What's behind that? And, maybe,
you can give us a little bit more color there to give us a read on that. Thanks.
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Sure. John, the SG&A, as we look into the third quarter, I mentioned the opening of the roughly 25 aerie freestanding stores, so there's a little
bit higher sales required to leverage the SG&A, but generally for the year, the mid-single digit is the sales requirement to leverage SG&A, so
that's my expectation there.
John Morris - Wachovia - Analyst
Sorry, just to clarify. So, you would look for leverage on SG&A in Q3?
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
I expect to, from a sales perspective, we need to achieve a little bit higher sales in the mid single-digit comp to leverage SG&A, which is a
clarification to my comment. And then, with respect to inventory, high single to low double, John, is we're positioning our inventory to deliver
on our Holiday season. We feel good about the content. It's very balanced in the men's and the women's and we're also positioned to deliver on
aerie. There's also a factor in there as well that helps us manage the overall in-transit inventory, and we need to have latitude in there to make
decisions to bring things in on the time cadence that the business requires. So, that's really the color around the guidance.
John Morris - Wachovia - Analyst
Okay, the stores look great. Good luck for the rest of the season. Thanks.

Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Thanks very much.
Operator
Your next question will come from the line of Robin Murchison with SunTrust Robinson Humphrey.
Robin Murchison - SunTrust Robinson Humphrey - Analyst
Thanks very much. Good morning and let me just piggyback off that last question. Does it have anything to do in terms of inventory in the
higher levels at the end with a greater move or where are you with the ocean freight usage? You talked about that last quarter.
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Yes. We continue to evaluate ocean freight and ocean versus air, and we have factored that into the thinking as well in our in-transit, so, yes,
we are able to shift more to ocean as we are on our product development calendar.
Robin Murchison - SunTrust Robinson Humphrey - Analyst
Then, just two others, if I could. One is, any chance you can characterize the Florida market and maybe the Texas market in light of the floods
and hurricane preparedness? And, secondly, Jim, this would be for you. Is there anything you want to describe or talk about in terms of this
Unite Here issue that's out there with regard to the potential for Canadian unions? Thanks.
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
Sure, first of all, Florida and Texas, both markets for the month of July, the early part of back-to-school, they had major calendar shifts. The
two states, I guess, independent of one another, made a decision to have the students go back-to-school at a later date than they did a year ago,
and, naturally, that moved our cadence, sales cadence, from July into August. I can tell you that and also, the tax-free shifted for both states
also to coincide with their later back-to-school. I can tell you that there were no surprises for us. We planned into the events accordingly, as we
have planned into the events subsequently here in the month of August, and so far, we feel that the goals and objectives that we set for sales are
being met, in some cases, being exceeded. As far as the storms, I really can't really tell you that it's had any effect on our business so far. I
know it's very early on, but so far so good, and we keep our fingers crossed that that will be the case.
As far as the Unite Here, the quick comment on it is. First of all, Unite Here has tried to represent the employees of the NLS organization,
which is a distribution center that distributes product for a number of different entities up in Canada. We owned NLS with the acquisition of
Braemar back in 2000, and we subsequently sold off NLS in 2006, and we are currently a customer of NLS. When Unite Here tried to represent
the employees of NLS, they, as a group, voted against being represented by NLS, and then there was a filing with the Ontario Labor Relations
Board by the union that there was undue influence and harassment made by management, NLS management, to influence the vote against the
representation of Unite Here.
We have really no involvement at all with Unite Here and NLS. Our only involvement with NLS is basically as a customer; and there have
been some allegations made I think to some of the public about it affecting our business. I can tell you right now, it has not affected our
business. The boycotts have not affected any business. Any activity has not affected any of our business. Our sales and earnings cadence are
running exactly as we planned them prior to any of the activity with Unite Here.
Robin Murchison - SunTrust Robinson Humphrey - Analyst
Okay, great. Thank you very much. Good luck.
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
You're welcome.
Operator
Your next question will come from the line of Paul Lejuez with Credit Suisse.

Paul Lejuez - Credit Suisse - Analyst
Hi, guys, Paul Lejuez. Two questions, if I may. First, can you just review for us your CapEx budget? And maybe break out the buckets so what
are you spending on stores versus DC, and, I don't know, if you can give any granularity in terms of new stores versus remodels because the
number is obviously fairly large, and if you have any preliminary estimates for next year, CapEx, that would be helpful. And second, just
thinking about MARTIN + OSA, what happens if you get through holiday and you're not happy with the business? Do you at that point think
about shutting it down? Do you give it another year? Do you take it in a different direction to maybe sharpen the focus if you could maybe
comment on that? Thanks.
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Okay, I'll address CapEx first, Paul. The CapEx for 2007, in our range of $240 million to $260 million, you could think about roughly $130
million of that related to stores and about $40 million to $50 million related to the DC, about $60 million in headquarters, and about $20
million related to IT. As we look forward to 2008, we see that number hovering around the $200 million range, slightly north of that, but it is
early in our planning for 2008, and we can bring back a more finer range for you.
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
Paul, this is Jim. As it relates to MARTIN + OSA, I don't look at Holiday with Susan and Laura as a great watershed. I do look at it and, I think
Susan and Laura would agree, we're looking at it as what are we going to learn from a positive as well as things we can do better. So I'm not
pessimistic, but I always try to remain optimistic. Right now, we think - we know we're in the right space.
One of the things I can assure you that we have addressed a number of different missteps from the early openings of the first five stores and
we've made course corrections, accordingly, and those course corrections are being viewed again in its early stages in a very positive way by
our customers. I mentioned spring of 2008 and I'm sure that Susan will speak a little bit more about that when we do our call for third quarter,
and give a little more color around the brand, and the productivity of the assortment both for holiday and fall as much as we can, and also give
some thoughts on spring. But right now, I don't really prefer to get a message out there or have anyone perceive that I have made a decision at a
certain point in time that I'm going to close it. I have, basically, looked at how fast we can roll it out 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 Lauren Levitan with Cowen.
Lauren Levitan - Cowen & Co - Analyst
Thanks. Good morning. I did want to go back to the SG&A just to better understand Q2, if we could. I know you had told us we would maybe
need a slightly higher leverage point in Q2 also. Is the fact that you were able to bring the expenses in so tightly in Q2 a function of more of the
aerie openings happening in Q3, or were there any other one-time events that might have pulled that down? And then, second, on MARTIN +
OSA, since you're talking about that Jim, you mentioned that you'd redefined what the brand represents. Could you be more specific in what
you mean by that? Also, what does that mean in terms of who you see as the natural competitive set? And does this redefinition have any
implications for real estate selection, the types of store locations you'd want to be in and does it have any implications for store design? Do you
think that the new definition of the brand fits in with the existing stores that are out there? Thanks very much.
Joan Hilson - American Eagle Outfitters, Inc - EVP, CFO, AE Brand
Lauren, I'll address the SG&A quickly. We did not have one-time events that contributed to the SG&A. It was truly expense discipline and
expense control in the second quarter that delivered that result.
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
And Lauren, I think it's only fair for me not to respond to the redefining of brands that Susan worked too hard on it, so she will speak to that

piece and I will speak to about, and I think your question on positioning of the stores is a very good one, 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 redefinition of the brand. We've been doing very intense work with some new thinking with myself and Laura
Dubin Wander working with the team. In addition, more importantly even than that, is with the feedback from our customers. And so, I don't
want to give too much color on it because we are actually - have an internal bit of a relaunch in the evolution of this positioning to our entire
group the first week of September, so, I can share a lot more with you after that, but the one thing that I will tell you is we remain committed to
the general space we've been speaking to, but there is just, there's a major opportunity for the aesthetic and the lifestyle that we are going to
deliver with MARTIN + OSA for a customer that is over 30 years old in the mall, and so, you will be seeing some evolution, some
clarification, but the most important thing to me, to Laura, to Jim, is that when we as a MARTIN + OSA team are speaking to this brand,
looking at product, making decisions, that we are so succinct on who this customer is, what he and she think about, what they want, and that is
what we've been working so hard on the last 90 days, and the team is moving in the same direction, that's power. That's what we do with the
AE Brand, and that's what we'll be doing with Martin + OSA and that's the meaningful change you'll be seeing in the next couple of months.
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
As it relates to the store positioning, it's very interesting that you brought it up, because on our recent real estate meeting, we decided and, this
was very recent within the last two weeks, we've decided to test some eight centers but in smaller markets, and what that does is that actually
reduces the overhead for the MARTIN + OSA stores; and if we see that these types of malls and these types of small cities and mid-sized cities
is productive, we'll be on to something very positive and I believe that we will attain profitability even quicker by going out into these markets.
It doesn't mean we're going to eliminate some of the higher profile markets we're in now and we've identified for the future, but I think, if we
can balance the portfolio out between some of the higher end - a little more expensive markets - versus countering with some of the mid tier
markets, all of these centers, I think we'll have a very good business model and can attain profitability in a much quicker way.
Lauren Levitan - Cowen & Co - Analyst
Do you expect that that gets incorporated into the '08 real 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 Lorraine Maikis with Merrill Lynch.
Lorraine Maikis - Merrill Lynch - Analyst
Thank you, good morning. Could you comment on any changes in spending you've seen with your consumer so far this month and then how
you're planning for holiday in this uncertain environment? Thanks.
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Hi, Lorraine. It's Susan. I'll take that. In terms of changes in how they're spending, I think it really relates to all of the discussion that we've
been talking about with the shifting in timing. The business that's commanded from the timing of back-to-school in our demographic is

probably the most important driver at this point in terms of traffic and spending, and we're pleased that when we get them there and the traffic
is there, we're converting them with our assortment and pleased with our collection.
As it relates to our guidance and how we're moving forward into holiday, as Joan talked to you about our comp guidance, our jobs are to make
sure that we deliver a collection that can meet or exceed our financial expectations, so we're working very hard on our assortments. As you
know, the customer is king for us, and we just went through in the last two weeks a very in depth review of our holiday assortment, and as
many of you know, we have receipts that we leave open until a later date, which was within the last couple of weeks to respond to customer
feedback and testing and that is an exercise that we've gone through in the last two weeks to get ourselves ready and fine tune the assortments,
to have a powerful holiday, so that's what we've been hard 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 of Dana Telsey with Telsey Advisory Group.
Mimi Bartow - TAG - Analyst
Hi, it's actually Mimi Bartow for Dana. I was just wondering if you could give us any trends or anything you're seeing far as specifics in the
denim category, and then, if you're manning or how you're planning for the redemptions coming up at the end of August?
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Okay. A couple of things. As it relates to denim trends, we are in a fashion cycle for sure, and while I won't talk too specifically about the
elements that are within our assortment, I will tell you that our success in the customer reception to our jean assortment has been quite good.
We're very pleased. As you know and we've mentioned, we have over 90% newness that we delivered in our jeans assortment for guys and
girls for the back-to-school time period and the reception to newness in wash, newness in fashion elements within the wash, and fashion bodies
has been very widely accepted and I will tell you we've learned a lot, so we will be making further adjustments as we move into the back half
of this year, but we're in a fashion cycle. And then what 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, and let me just reiterate too, that this event that we have been running in the month of July, last
year it was a try-on event, this year it was a fit challenge, for us, the reason for running these events for our customer is, honestly, to delight and
add a fun factor to the shopping experience at the AE brand in addition to hammering home a merchandising product message that, we feel, is
of the moment and very important for that season. So this year, the Fit Challenge was hammering the fact that we know that we get high marks
from our customer on the way our jeans fit, the way that we offer them newness and fit, and we wanted to make sure that our stores, our
product and our sales associates were all behind that message. We feel very comfortable that we achieved and got that message across, and that
to us is a success, and an added benefit is this redemption in the back half of August and into the first week of September, with either the free
jean or $10 off a jean depending on what you won based on your purchase in July and the inventories are ready for that. We prepared for that in
advance but again, it's really more about a marketing message to our customer.
Mimi Bartow - TAG - Analyst
Great. Thank you.
Susan McGalla - American Eagle Outfitters, Inc - President, CMO
Okay.
Jim O'Donnell - American Eagle Outfitters, Inc - CEO
Well, thank you, for joining us today. We look forward to speaking to you again real soon and have a great day.

Operator
Ladies and gentlemen, this does conclude the American Eagle Outfitters second quarter 2007 earnings call. You may now disconnect .

