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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of The Securities Exchange Act of 1934
Date of Report
(Date of earliest event reported)
March 9, 2011

AMERICAN EAGLE OUTFITTERS, INC.
(Exact name of registrant as specified in its charter)

Delaware
(State of incorporation)

1-33338
(Commission File Number)

77 Hot Metal Street
Pittsburgh, Pennsylvania
(Address of principal executive offices)

13-2721761
(IRS Employer Identification No.)
15203-2329
(Zip Code)

(412) 432-3300
(Registrant’s telephone number, including area code)
N/A
(Former name or former address, if changed since last report)

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


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 March 9, 2011, American Eagle Outfitters, Inc. (the “Company”) issued a press release announcing, among other things, the Company’s
financial results for the fourth quarter ended January 29, 2011. A copy of this press release is attached hereto as Exhibit 99.1. The Company’s
Management team held a conference call on March 9, 2011 at 9:00 a.m. Eastern Time to review the aforementioned financial results. A replay
of the conference call will be available beginning March 9, 2011 at 12:00 p.m. Eastern Time through March 30, 2011. To listen to the replay,
dial 1-877-660-6853, or internationally dial 1-201-612-7415, and reference account 3055 and confirmation code 348838. 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. Financial Statements and Exhibits
(d) Exhibits
Exhibit No.

Description

99.1*

Press Release dated March 9, 2011 announcing fourth quarter 2010 financial results

99.2*

Conference Call Transcript dated March 9, 2011

*

Such Exhibit is being “furnished” (not filed) pursuant to Item 2.02 of the Current Report on Form 8-K.
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By: /s/ Joan Holstein Hilson
Joan Holstein Hilson
Executive Vice President and Chief Financial Officer
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Conference Call Transcript dated March 9, 2011

*

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

EXHIBIT 99.1
AMERICAN EAGLE OUTFITTERS
REPORTS FOURTH QUARTER 2010 EPS INCREASE OF 16%
Pittsburgh, March 9, 2011 — American Eagle Outfitters, Inc. (NYSE:AEO) today announced income from continuing operations for the fourth
quarter ended January 29, 2011 of $0.44 per diluted share, an increase of 16% from $0.38 per diluted share last year.
The company also announced an 11% increase in adjusted earnings per diluted share from continuing operations for the fiscal year ended
January 29, 2011. Fiscal 2010 income from continuing operations was $1.02 per diluted share, which excludes a realized loss from the sale of
investment securities of $0.12 per diluted share. This compares to adjusted income from continuing operations of $0.92 per diluted share last
year. Please see the table below for a complete reconciliation of GAAP to non-GAAP earnings per diluted share from continuing operations for
both periods.
“For the quarter and year, the company achieved higher operating income, despite lower sales, as we managed the business effectively through
a number of challenges,” said Jim O’Donnell, chief executive officer. “We have maintained a healthy balance sheet and strong cash position,
while returning approximately $400 million to shareholders through a combination of share buybacks and dividend payments in fiscal 2010. As
we look to 2011, we are moving forward with growth initiatives across our brands. Although we face external headwinds, including rising
product costs, we expect to make further progress in positioning American Eagle Outfitters for long-term profitable growth.”
Fourth Quarter Results — Continuing Operations
Total sales for the quarter decreased 4% to $916 million, compared to $956 million last year. Fourth quarter comparable store sales decreased
7%, compared to a 5% increase last year.
Gross profit was $361 million, or 39.4% as a rate to sales, compared to $392 million, or 41.0% as a rate to sales, last year. The merchandise
margin decreased 60 basis points. As a rate to sales, buying, occupancy and warehousing costs increased 100 basis points. This was due
primarily to the impact of new store openings and negative comparable store sales.
Selling, general and administrative expense decreased 15% to $194 million, compared to $228 million last year. The $194 million of SG&A
this year included $5 million of severance and related charges. The decrease in SG&A was due to a combination of lower levels of incentive
compensation and expense reductions stemming from the company’s corporate profit initiative. Building on the momentum established in the
third quarter, the company experienced cost improvements in virtually all operating areas.
Operating income for the quarter increased 5% to $134 million, compared to $127 million last year. The operating margin expanded 130 basis
points to 14.6% from 13.3% last year.

Fiscal 2010 Results — Continuing Operations
Total sales for the year increased 1% to $2.97 billion, compared to $2.94 billion last year. Comparable store sales decreased 1%, compared to a
4% decrease last year.
Gross profit for the year was flat at $1.17 billion, or 39.5% as a rate to sales this year, compared to 39.9% last year. As a rate to sales, buying,
occupancy and warehousing costs increased 50 basis points and was due primarily to new store openings and the deleveraging of rent on
negative comparable store sales for the year. This was offset by a 10 basis point increase in merchandise margin.
Selling, general and administrative expense decreased $12 million to $713 million this year, compared to $725 million last year. The
$713 million of SG&A this year included $10 million of severance and related charges. As noted in the fourth quarter discussion, the decrease
in SG&A was due to lower incentive compensation expense recorded in the year, as well as savings resulting from the company’s corporate
profit initiative.
Operating income for the year increased 2% to $317 million, compared to $310 million last year. The operating margin expanded 10 basis
points to 10.7% from 10.6% last year.
AEO Direct
The company’s direct-to-consumer business includes ae.com, aerie.com and 77kids.com. In the fourth quarter, sales increased 4% driven by
increased traffic and conversion rate in the month of December. Fourth quarter results compare to a 5% increase last year. For the year, sales
were flat to last year at $334 million.
Inventory
Total merchandise inventory at the end of the fourth quarter was $301 million, a decrease of $25 million, or 8%, compared to last year. Fourth
quarter ending inventory per foot decreased 7%.
Looking ahead to the first quarter of 2011, average weekly inventory per foot is planned to decrease in the high single-digits, against a mid
single-digit increase last year.
Capital Expenditures
For the fourth quarter, capital expenditures were $19 million, compared to $21 million last year. Reflecting the company’s reduced spending
plan, fiscal 2010 capital expenditures totaled $84 million, compared to $127 million last year. Of the 2010 capital expenditures, approximately
$56 million related to new and remodeled stores. The balance of the 2010 capital spend related to distribution center, information technology
and other home office projects.
Looking forward to 2011, capital expenditures are expected to be in the range of $90 million to $100 million, with slightly more than half
related to new and remodeled stores.
Real Estate
In the fourth quarter, the company opened three AE, two 77kids and one aerie store. In addition, the company remodeled nine stores. Store
closings in the fourth quarter consisted of nine AE stores. Looking ahead to fiscal

2011, total square footage is expected to increase in the low single-digits. For additional year-to-date 2010 and fiscal 2011 guidance
information, please refer to the accompanying real estate table.
Cash and Cash Equivalents, Short-term Investments and Long-term Investments
The company ended the fourth quarter with total cash and cash equivalents of $668 million, as well as $73 million of short and long-term
investments, after returning approximately $400 million to shareholders in fiscal 2010 through stock repurchases and dividend payments.
In addition to a regular quarterly cash dividend of $0.11 per share, the company’s board of directors declared and paid a $0.50 per share special
cash dividend during the fourth quarter. The company also repurchased 1.5 million shares in the quarter, bringing the year-to-date total to 15.5
million shares for $216 million.
Future Outlook
For fiscal 2011, management expects results to be similar to last year’s adjusted earnings from continuing operations of $1.02 per diluted share.
The company is targeting comparable store sales growth in the low single-digits. SG&A expense is planned to increase in the low single-digits,
reflecting anticipated continued expense savings, coupled with planned investments in advertising and costs associated with new store growth.
Depreciation is expected to increase in the low single-digits for the year, and the effective tax rate is currently projected at 38%.
Regarding the first quarter, the company expects earnings to be in the range of $0.13 to $0.17 per diluted share, based on comparable store
sales of negative 3% to flat. This compares to earnings from continuing operations of $0.17 per diluted share last year. First quarter SG&A
expense is planned to decline in the low single-digits, and depreciation is expected to be about flat to last year.
Conference Call Information
At 9:00 a.m. Eastern Time on March 9, 2011, the company’s management team will host a conference call to review the financial results. To
listen to the call, dial 1-877-407-0789 or internationally dial 1-201-689-8562 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 . Anyone unable to listen to the call can access a replay
beginning March 9, 2011 at 12:00 p.m. Eastern Time through March 30, 2011. To listen to the replay, dial 1-877-660-6853, or internationally
dial 1-201-612-7415, and reference account 3055 and confirmation code 348838. An audio replay of the conference call will also be available
at www.ae.com .
Non-GAAP Measures
This press release includes information on non-GAAP earnings per diluted share (“non-GAAP” or “adjusted”). This measure is not based on
any standardized methodology prescribed by U.S. generally accepted accounting principles (“GAAP”) and is not necessarily comparable to
similar measures presented by other companies. The company believes that this non-GAAP information is useful as an additional means for
investors to evaluate the company’s operating performance, when reviewed in conjunction with the company’s GAAP financial statements.
This amount is not determined in accordance with GAAP and therefore, should not be used exclusively in evaluating the company’s business
and operations.
****

American Eagle Outfitters, Inc., through its subsidiaries, (“AEO, Inc.”) offers high-quality, on-trend clothing, accessories and personal care
products at affordable prices. The American Eagle Outfitters ® brand targets 15 to 25 year old girls and guys, with 929 stores in the U.S. and
Canada and online at www.ae.com . aerie ® by american eagle offers Dormwear ® and intimates collections for the AE ® girl, with 148
standalone stores in the U.S. and Canada and online at www.aerie.com . The latest brand, 77kids ® by american eagle ® , is available online at
www.77kids.com, as well as at nine stores across the nation. The 77kids brand offers “kid cool,” durable clothing and accessories for kids ages
zero to 14. AE.COM ® , the online home of the brands of AEO, Inc. ships to 76 countries worldwide.
“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 fiscal 2011 earnings. All forward-looking statements made
by the company involve material risks and uncertainties and are subject to change based on factors beyond the company’s control. Such factors
include, but are not limited to the risk that the company’s operating, financial and capital plans may not be achieved and the risks described in
the Risk Factor Section of the company’s Form 10-K and Form 10-Q filed with the Securities and Exchange Commission. Accordingly, the
company’s future performance and financial results may differ materially from those expressed or implied in any such forward-looking
statements. The company does not undertake to publicly update or revise its forward-looking statements even if future changes make it clear
that projected results expressed or implied will not be realized.
CONTACT:

American Eagle Outfitters Inc.
Judy Meehan, 412-432-3300

AMERICAN EAGLE OUTFITTERS, INC.
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)
January 29,
2011
(unaudited)

January 30,
2010

ASSETS
Cash and cash equivalents
Short-term investments
Merchandise inventory
Accounts receivable
Prepaid expenses and other
Deferred income taxes
Total current assets
Property and equipment, net
Goodwill
Long-term investments
Non-current deferred income taxes
Other assets, net
Total Assets

$ 667,593
67,102
301,208
36,721
53,727
48,059
1,174,410
643,120
11,472
5,915
19,616
25,465
$1,879,998

$ 693,960
4,675
326,454
34,746
47,039
60,156
1,167,030
713,142
11,210
197,773
27,305
21,688
$2,138,148

LIABILITIES AND STOCKHOLDERS’ EQUITY
Accounts payable
Notes payable
Accrued compensation and payroll taxes
Accrued rent
Accrued income and other taxes
Unredeemed gift cards and gift certificates
Current portion of deferred lease credits
Other current liabilities and accrued expenses
Total current liabilities
Deferred lease credits
Non-current accrued income taxes
Other non-current liabilities
Total non-current liabilities
Commitments and contingencies
Preferred stock
Common stock
Contributed capital
Accumulated other comprehensive income
Retained earnings
Treasury stock
Total stockholders’ equity
Total Liabilities and Stockholders’ Equity

$ 167,723
—
34,954
70,390
32,468
41,001
16,203
25,098
387,837
78,606
38,671
23,813
141,090
—
—
2,496
546,597
28,072
1,711,929
(938,023)
1,351,071
$1,879,998

$ 158,526
30,000
55,144
68,866
20,585
39,389
17,388
19,057
408,955
89,591
38,618
22,467
150,676
—
—
2,486
554,399
16,838
1,764,049
(759,255)
1,578,517
$2,138,148

Current Ratio

3.03

2.85

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

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 (expense)
Other-than-temporary impairment charge
Income before income taxes
Provision for income taxes
Income from continuing operations
Loss from discontinued operations, net of tax
Net income
Basic income per common share:
Income from continuing operations
Loss from discontinued operations
Net income per basic share
Diluted income per common share:
Income from continuing operations
Loss from discontinued operations
Net income per diluted share

January 29,
2011

13 Weeks Ended
% of
January 30,
Sales
2010

% of
Sales

$ 916,088

100.0%

$ 955,781

100.0%

554,842
361,246
194,009
33,123
134,114
1,027
—
135,141
48,103
87,038
—
$ 87,038

60.6%
39.4%
21.2%
3.6%
14.6%
0.1%
0.0%
14.7%
5.2%
9.5%
0.0%
9.5%

564,027
391,754
227,684
36,688
127,382
1,611
(715)
128,278
48,661
79,617
(20,293)
$ 59,324

59.0%
41.0%
23.8%
3.9%
13.3%
0.2%
-0.1%
13.4%
5.1%
8.3%
-2.1%
6.2%

$
$

$
$

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 (expense)
Realized loss on sale of investment securities
Other-than-temporary impairment charge
Income before income taxes
Provision for income taxes
Income from continuing operations
Loss from discontinued operations, net of tax
Net income
Basic income per common share:
Income from continuing operations
Loss from discontinued operations
Net income per basic share
Diluted income per common share:
Income from continuing operations
Loss from discontinued operations

0.45
0.00
0.45

$

0.44
0.00
0.44

$

$

$

0.39
(0.10)
0.29

0.38
(0.10)
0.28

194,878
196,789

206,826
210,690

January 29,
2011

52 Weeks Ended
% of
January 30,
Sales
2010

% of
Sales

$2,967,559

100.0%

$2,940,269

100.0%

1,796,600
1,170,959
713,197
140,501
317,261
3,497
(24,426)
(1,248)
295,084
113,150
181,934
(41,287)
$ 140,647

60.5%
39.5%
24.0%
4.8%
10.7%
0.1%
-0.8%
-0.1%
9.9%
3.8%
6.1%
-1.4%
4.7%

1,766,839
1,173,430
725,278
137,760
310,392
(2,328)
(2,749)
(940)
304,375
90,977
213,398
(44,376)
$ 169,022

60.1%
39.9%
24.6%
4.7%
10.6%
-0.1%
-0.1%
0.0%
10.4%
3.1%
7.3%
-1.5%
5.8%

$
$

$

0.91
(0.21)
0.70

$

0.90
(0.20)

$

$

1.04
(0.22)
0.82

1.02
(0.21)

Net income per diluted share

$

Weighted average common shares outstanding — basic
Weighted average common shares outstanding — diluted

0.70
199,979
201,818

$

0.81
206,171
209,512

AMERICAN EAGLE OUTFITTERS, INC.
GAAP TO NON-GAAP EPS RECONCILIATION
(unaudited)
52 Weeks Ended
January 29, 2011

GAAP Diluted EPS from Continuing Operations
Add back: Realized loss on sale of investment securities
Non-GAAP Diluted EPS from Continuing Operations

$
$

0.90
0.12
1.02

52 Weeks Ended
January 30, 2010

GAAP Diluted EPS from Continuing Operations
Deduct: Tax benefit
Add back: Realized loss on sale of investment securities
Non-GAAP Diluted EPS from Continuing Operations

$

$

1.02
(0.11)
0.01
0.92

AMERICAN EAGLE OUTFITTERS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)
(unaudited)

Operating activities:
Net income
Loss from discontinued operations
Income from continuing operations
Adjustments to reconcile income from continuing operations to net cash provided by
operating activities:
Depreciation and amortization
Share-based compensation
Provision for deferred income taxes
Tax benefit from share-based payments
Excess tax benefit from share-based payments
Foreign currency transaction loss (gain)
Net impairment loss recognized in earnings
Realized loss on sale of investment securities
Changes in assets and liabilities:
Merchandise inventory
Accounts receivable
Prepaid expenses and other
Other assets, net
Accounts payable
Unredeemed gift cards and gift certificates
Deferred lease credits
Accrued compensation and payroll taxes
Accrued income and other taxes
Accrued liabilities
Total adjustments
Net cash provided by operating activities from continuing operations
Investing activities:
Capital expenditures
Purchase of investments
Sale of investments
Other investing activities
Net cash provided by (used for) investing activities from continuing operations
Financing activities:
Payments on capital leases
Proceeds from issuance of note payable
Repayment of note payable
Repurchase of common stock as part of publicly announced programs
Repurchase of common stock from employees
Net proceeds from stock options exercised
Excess tax benefit from share-based payments
Cash used to net settle equity awards
Cash dividends paid
Net cash used for financing activities from continuing operations
Effect of exchange rates on cash

January 29,
2011

For the Years Ended
January 30,
2010

January 31,
2009

$ 140,647
41,287
181,934

$ 169,022
44,376
213,398

$ 179,061
50,923
229,984

145,548
25,457
11,885
15,648
(12,499)
117
1,248
24,426

139,832
34,615
(36,027)
7,995
(2,812)
6,477
940
2,749

126,362
18,731
24,473
1,121
(693)
(1,141)
22,889
1,117

18,713
(3,790)
(9,045)
(1,380)
5,232
1,713
(7,451)
(19,618)
11,999
12,457
220,660
$ 402,594

(33,699)
6,656
12,916
1,146
8,358
(3,591)
4,667
25,841
12,858
(1,993)
186,928
$ 400,326

(5,634)
(10,019)
(23,184)
390
(3,467)
(11,495)
16,622
(18,223)
(20,791)
(1,930)
115,128
$ 345,112

(84,259)
(62,797)
177,472
(2,801)
$ 27,615

(127,080)
—
80,353
(2,003)
$ (48,730)

(243,564)
(48,655)
393,559
(2,297)
$ 99,043

(2,590)
—
(30,000)
(216,070)
(18,041)
7,272
12,499
(6,434)
(183,166)
$(436,530)
1,394

(2,015)
—
(45,000)
—
(247)
9,044
2,812
(1,414)
(82,985)
$(119,805)
3,030

(2,177)
75,000
—
—
(3,432)
3,799
693
—
(82,394)
$ (8,511)
(14,790)

Cash flows of discontinued operations
Net cash used for operating activities
Net cash used for investing activities
Net cash used for financing activities
Effect of exchange rate on cash
Net cash used for discontinued operations

(21,434)
(6)
—
—
$ (21,440)

(13,864)
(339)
—
—
(14,203)

(41,802)
(21,771)
—
—
(63,573)

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents – beginning of period
Cash and cash equivalents – end of period

$ (26,367)
693,960
$ 667,593

$ 220,618
473,342
$ 693,960

$ 357,281
116,061
$ 473,342

AMERICAN EAGLE OUTFITTERS, INC.
REAL ESTATE INFORMATION
(unaudited)
Fourth Quarter
Fiscal 2010

Consolidated stores at beginning of period
Consolidated stores opened during the period
AE Brand
aerie
77kids
Consolidated stores closed during the period
AE Brand
MARTIN+OSA
Total consolidated stores at end of period
Stores remodeled during the period
Total gross square footage at end of period

Year-to-date
Fiscal 2010

Fiscal 2011
Guidance

1,089

1,103

1,086

3
1
2

14
11
9

14
10
12

(9)
—
1,086

(23)
(28)
1,086

(15)-(25)
—
1,097 - 1,107

9
6,339,469

29
6,339,469

55-75
Not Provided

EXHIBIT 99.2
American Eagle Outfitters, Inc.
Fourth Quarter 2010
Conference Call Transcript dated March 9, 2011
Operator : Greetings, and welcome to the American Eagle fourth-quarter 2010 earnings conference call. At this time, all participants are in a
listen-only mode. A brief question-and-answer session will follow the formal presentation. (Operator Instructions) As a reminder, this
conference is being recorded.
It is now my pleasure to introduce your host, Judy Meehan, Vice President of Investor Relations. Thank you, Ms. Meehan. You may begin.
Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Good morning, everyone. Joining me today are Jim O’Donnell, Chief Executive
Officer; Roger Markfield, Vice President and Executive Creative Director; and Joan Hilson, Executive Vice President, Chief Financial Officer.
If you need a copy of our fourth-quarter press release, it is available on our website, ae.com. As we review our financials today, please keep in
mind that fiscal 2010 results are from continuing operations and are adjusted to exclude the impact of the ARS liquidation this year and the tax
benefit and investment loss last year.
Before we begin today’s call, I need to remind everyone that during this conference call, members of management will make certain forwardlooking statements based upon information which represents the Company’s current expectations or beliefs. The actual results may be
materially different from these expectations or beliefs based on risk factors included in our quarterly and annual reports filed with the SEC.
Now I will turn the call over to Jim.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thanks, Judy. Good morning and thanks for joining us. I’ll begin by recapping our
performance for the fourth quarter and fiscal 2010, and then provide my perspective as we look towards 2011. Roger will provide an update
from a merchandising point of view and then Joan will take you through the financials and our outlook.
I am pleased to report that we made progress, even though it was not as significant as we would have hoped. Let me share with you some color.
In the fourth quarter and fiscal 2010, we achieved an increase in our operating margin and generated EPS growth, despite a decline in sales.
Our fourth-quarter operating margin expanded to 14.6% from 13.3% last year. Fourth-quarter EPS increased 16%, and our adjusted annual EPS
grew 11%. For the year, operating income was $317 million and cash flow was once again quite strong. We ended the year with cash and
investments of $740 million, and after returning $400 million to shareholders through 2010 stock buyback and dividend payments.
The improvements we made reflect initiatives I discussed on our last conference call. Specifically, we took actions to strategically manage the
business in what continued to be a very challenging retail environment. We have strengthened assortments appropriately, managed inventory
levels and we’ve realigned our talent.
Our results also reflect our disciplined approach to expenses, and that too contributed to the operating profit improvement for both the year and
the fourth quarter.
We continue to make progress implementing our corporate profit initiatives, which are aimed at gaining efficiencies across our supply chain
and production operations, as well as reducing overhead costs. These projects are expected to deliver $20 million to $30 million in savings over
the next two years.
Now as we look to fiscal 2011, we are building on this progress and positioning our brands for long-term profitable growth. Roger and I will
provide some additional color here, highlighting the prospects for our AE

Brand, aerie and our direct-to-consumer, especially in the international marketplace, as well as our outlook for the 77kids. We expect to see
major benefits from these efforts to occur in fiscal 2012.
A key priority in 2011 is to drive increased productivity at the American Eagle Brand as we work to bridge the gap between current sales and
historic levels. The AE Brand remains among the strongest in today’s marketplace, with meaningful brand equity, great quality and affordable
prices. We have real customer loyalty and an established and enduring American heritage.
We continued to lead the market in both men’s and women’s denim. The enviable position we have earned for our brand is a platform for
profitable growth here and internationally. Clearly, continued improvements in merchandising will be critical to our success. We made progress
in 2010. We were especially encouraged by the response we saw to the assortment in the third quarter.
Our team is focused on delivering more consistent performance. We know where we need to make changes and those efforts are well
underway. We see significant potential for growth through bolder investments in key businesses, building on our market-leading position with
core customers.
One example is in accessories, where we expanded assortments in handbags, footwear and jewelry, which complements our core offering.
Within the aerie brand, we continue to drive sustained profitability and growth and have already witnessed consistent improvement in operating
earnings, including in the fourth quarter. During 2010, we’ve repositioned the assortment and we are making further refinements in 2011 to
highlight and give greater prominence to the strength of our intimate apparel categories while building more complete lifestyle brands.
We know what our aerie customers want, and we are committed to becoming her go-to destination. We have outstanding talent and our team is
very excited about the direction of this business and the opportunities ahead. In 2011, we will open 10 additional aerie locations, bringing our
year-end total to 158 stores.
AE direct-to-consumer has a solid foundation of $335 million in annual sales. In the fourth quarter, we achieved a sales increase of 4% and we
improved profitability. As we look forward, we expect to expand this business more aggressively in 2011 and beyond. We believe this channel
is especially ripe for growth given the demographic of our core customers and the opportunity to drive sales from international consumers.
We are moving forward to enhance the capabilities and the reach of our e-commerce platform, which will include exclusive merchandise and
specialty shops, combined with an increased focus on international growth. Given the strength of the AE Brand around the world, e-commerce
is a natural complement to the international expansion, which continues to proceed well.
In addition to reaching customers around the world via the Internet, we are also building our physical presence in key markets. We currently
have four franchise stores in the Middle East and our sales are exceeding expectations. We plan to open 20 franchised AE stores this year in the
Middle East, China, Russia, and Hong Kong. Our international strategy will focus on utilizing partnerships to enter new markets, limiting our
investment and our risk, and the overall longer-term capitalizing on the international potential of our direct business.
77kids stores are off to an encouraging start. We continue to incubate the brand as a potential driver of future growth. We currently operate
nine locations and we are encouraged by the ramp-up in sales productivity. The concept is differentiated in the marketplace and we have
received very positive responses from our customers.
Our plans call for an opening of additional 12 stores in 2011, and that will bring the total to 21 at year-end.
As we work to drive the top line across of all of our businesses, we are also focused on delivering more to the bottom line. As I mentioned
earlier, cost reduction measures have helped to partially offset the impact of lower sales, and we will continue moving forward with our profit
improvement initiative.
That being said, there is no question we face headwinds with respect to higher product costs in the second half of the year. We are actively
managing our supply chain to help mitigate this cost pressure, and we will also make

selective adjustments in our pricing and promotional strategies, as appropriate, while maintaining our outstanding value position.
Overall, we look forward to continuing our progress in 2011. We are making significant strides. In absence of the external headwinds we are
facing, we would be anticipating a healthy growth to the bottom line in 2011. We are confident that we are moving in the right direction as key
strategic and merchandise initiatives gain traction, and we are excited about the opportunities ahead.
Before I turn it over to Roger, I want to briefly comment on an announcement that I have decided to retire, that the Company has initiated a
succession planning process. As many of you know, I have been with the Company for more than a decade, and most of that time as CEO, and
I have determined that this is the right time to move forward with the leadership transition.
As I discussed this morning, we have a solid foundation in place, with great brands, a world-class business and talented people, and I’ll look
forward to working closely with the Board to identify our next CEO and to assure a smooth and seamless handoff. I will remain as CEO until
my successor is in place through an orderly transition process.
In the meantime, I will continue working with our team on implementing our strategic plans and take advantage of the many opportunities we
see as we continue to position the Company for long-term, profitable growth. Now, I will turn it over to Roger.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Good morning, everyone. While there
are certainly areas to improve on, I must say that I am extremely pleased how our strategic objectives are coming together. First, we have put
tremendous talent in place over the past year. Across all brands, I now have critical talent, and importantly, the leadership that can deliver not
only great merchandise, but great brands.
I’ll be the first to tell you repositioning an organization as we have takes time. The teams need time to gel together and work within the AE
process. I am very proud of the progress we have made and what we have accomplished to date.
As we move forward, I am confident about how our design and merchandising teams are working now, and they are focused on consistently
delivering unique, powerful assortments for our core customers.
Secondly, as Jim mentioned, we have a preeminent brand in American Eagle, supported by tremendous equity and loyalty. We continued to
gain ground in a number of brand-defining categories. For example, AE jeans, as well as non-denim bottoms, are a real strength, and produced
positive results throughout 2010, including the fourth quarter.
Additionally, we are extremely pleased with the customers’ response to our expanded accessory business.
However, in the fourth quarter, we had some areas that were not up to our expectations. Women’s tops, including sweaters, should have been
stronger. On the men’s side, frankly, we did not invest enough in key items and missed an opportunity to drive higher volumes. Additionally,
we faced an environment in the fourth quarter which was extremely promotional, as peers worked through heavy inventory levels. Our
inventories were tightly controlled, which provided support to our margin performance.
Now as we move forward, we will focus our attention on three main priorities. First, we will continue to strengthen assortments, consistently
providing on-trend, differentiated fashion. At the core of the AE Brand is our enduring denim business, and that will continue to be critical to
our success. It is the foundation of our brand. We are clearly the number one market share leader and continue to gain momentum.
Going forward, we will build on this position, providing more newness, more often and being first to deliver new trends. You will see a 360degree approach to denim. We will launch innovative new fits and washes supported by

a powerful in-store presence and strong marketing. As good as we have been in the denim category, we have not yet maximized our potential.
Secondly, we will be bolder about AE’s unique value proposition. We will invest in key items in more depth and categories where we have the
opportunity to drive volume, particularly in our sweet spot categories. I want to be clear. We are not lowering prices; rather, we are investing in
the price points that are the most compelling to our customers, which represent great value.
In tops, you can expect to see bolder investments in fashion key items again, with more emphasis on our power price points. As a result, the
assortments will be tighter and deeper, with more impactful, focused fashion statements.
Third, as Jim mentioned, we are expanding our accessory business in a meaningful way. We have been testing this idea, which has received a
tremendous response from our customers and represents an exciting opportunity.
Regarding aerie, I absolutely love the direction we are heading. And as the floor sets continue to unfold this spring, we get closer to the
complete expression of the lifestyle brand. It’s great intimates at the core, accompanied by apparel, accessories and personal care, which will
become more robust as the year progresses.
Each quarter in 2010, aerie’s financial performance showed improvement and we expect that to continue. We have got the right talent in place
and believe we have a unique and differentiated concept with tremendous potential ahead of us.
In summary, our team is energized and focused. We made progress in each of the brands from a merchandising perspective, and are applying
our learnings from 2010 and the holiday season to help us fine-tune our strategies and better focus on the specific areas of opportunities we see.
Let me now turn this over to Joan.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Thanks, Roger, and good morning, everyone. In the fourth quarter, our
initiatives to drive profitability lead to an improvement in our operating margin and growth in bottom-line results, even with lower sales.
Controlled promotional activity, combined with a reduced expenses, drove stronger operating performance.
Now looking at the details, following a strong third-quarter, we saw the holiday season get off to a positive start. Thanksgiving weekend posted
a positive mid-single-digit comp, driven by a powerful lease-line promotion. However, we did not see the expected sales build, especially as we
approached Christmas. Total fourth-quarter sales of $916 million were down 4% from the fourth quarter last year and comparable store sales
declined 7%.
By brand, AE decreased 7% and aerie was down 6%. AE direct sales increased 4% in the quarter.
Looking at consolidated fourth-quarter sales metrics, transactions declined in the mid single digits, primarily due to traffic, as conversion was
relatively flat. The average transaction value increased slightly, supported by an increase in units per transaction. The average unit retail price
declined in the low single digits, primarily due to the expansion of lower ticket items within accessories.
Now moving on to margin, the gross margin decreased 160 basis points to 39.4%. The merchandise margin decreased 60 basis points compared
to last year. Rent increased as a rate to sales due to new store openings and negative comps.
Turning now to operating expense, SG&A dollars decline $34 million or 15% to $194 million, leveraging 260 basis points. SG&A expense
also included $5 million of severance and related charges. The decrease in SG&A resulted from a combination of lower incentive
compensation and reductions stemming from our corporate profit initiative.

Building on the momentum established in the third quarter, we achieved cost improvements in virtually all operating areas. For the year,
SG&A decreased $12 million to $713 million, leveraging 60 basis points. The $713 million also included $10 million of severance and related
charges.
The fourth-quarter operating margin increased 130 basis points to 14.6%. EPS increased 16% to $0.44 per share.
Now turning to the balance sheet, fourth-quarter ending inventory was down 8% and cost per foot declined 7%. This was against an 8%
increase in the prior year. We were successful clearing through holiday merchandise and our ending inventory was on plan, including
clearance, which was well below last year.
Looking ahead, first quarter 2011 average weekly inventory per foot is planned down in the high single digits against a mid-single-digit
increase in the fourth quarter of last year.
Reflecting our reduced spending plan, 2010 CapEx totaled $84 million compared to $127 million in 2009. In 2011, we currently see a CapEx
range of $90 million to $100 million, with a little over half relating to new and remodeled stores.
We ended the fourth quarter with cash and investments of $740 million. During the quarter, we repurchased an additional 1.5 million shares,
bringing the 2010 total to 15.5 million shares purchased for $216 million. Combined with cash dividends of $183 million, we returned a total of
$400 million to shareholders in 2010.
In terms of our outlook, we have numerous opportunities and are opportunistic about our long-term growth plans. In 2011, we are continuing to
strengthen assortments, achieve expense efficiencies and challenge all concepts to deliver productive growth.
However, in 2011, we also face headwinds. As Jim discussed, rising product costs are a reality in the back half of the year. Our plan to mitigate
cost inflation includes the following. A targeted reduction in markdowns, supported by inventory management and allocation tools; selective
price increases, while maintaining our value proposition; and of course, ongoing expense savings.
As we look forward, we are taking a prudent approach to the year as we face uncertainty with the customer response to pricing initiatives.
Let me give some additional insights into our view for 2011. At this time, we expect our financial results to be similar to last year’s adjusted
EPS from continuing operations of $1.02. We are targeting comparable store sales growth in the low single digits. Our SG&A expense is
planned to increase in the low single digits, where we anticipate continued expense savings, coupled with planned investments in advertising
and new store growth.
Depreciation is expected to increase in the low single digits for the year and the effective tax rate is currently expected at 38%.
Now regarding the first quarter, it is important to keep in mind that we are up against the highest quarterly comp performance last year at 5%.
Peak spring shopping periods are still to come. That said, we currently expect EPS in the range of $0.13 to $0.17 per share, based on
comparable store sales of negative 3% to flat. This compares to $0.17 per share last year.
Embedded in this guidance, SG&A dollars are planned to decline in the low single digits and depreciation is expected to be about flat to last
year.
As I conclude our prepared remarks, I am pleased to note that our balance sheet remains exceptionally strong, and with that foundation, we are
able to take steps to enhance the overall efficiency and profitability of our organization, position our brands for long-term growth and seek
other opportunities to enhance shareholder value.
Now I will turn the call back to Judy.

Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Thanks, Joan. Now we will move on to Q&A. So that more participants can ask
a question, please limit yourself to one question. If we have time, we will take follow-ups. Okay, Rob, we are ready for the first question.
Operator: Thank you. Dana Telsey, Telsey Advisory Group.
Dana Telsey- Telsey Advisory Group- Analyst : Good morning, everyone. Can you talk a little bit about what on the gross margin side of the
business, how you are thinking about pricing for 2011? With the merchandise margin down 50 basis points, how do you see that continuing
throughout the year? And, Jim, best of luck and we look forward to staying in touch with you.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thank you.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Dana, on the pricing, obviously, we are
a value-priced organization and brand, and that is consistent with what we want to be. Because our brand is so strong, there are areas within the
categories that we do believe that we can take prices up and still be as value-priced as we are. We have tested some of those price points and
where it seems that it is doable and it still offers the customers great value, we will do that. In the areas where we have tested and it is not
possible, we will not do that. So the total totality of our assortment will still be very price oriented for our customer base.
Dana Telsey- Telsey Advisory Group- Analyst : And, Roger, where do you think you are in getting the women’s business to be more
productive?
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : I think right now, as you know, we are
running — you saw the inventory levels — we are running lean inventory levels. There are many great new players. And we were very
cautious in the first quarter. The machine is getting much better at chasing and being nimble, which, as you know, has always been part of our
strategy. And this new organization is really, really ramping up.
So based on information that we responded to on fact, the second quarter, we have big chases in place. And we believe that where these big
chases are taking place, that second quarter will show you stronger, bigger items that the customer wants from us.
Dana Telsey- Telsey Advisory Group- Analyst : Thank you.
Operator : Michelle Tan, Goldman Sachs.
Michelle Tan- Goldman Sachs- Analyst : Great, thanks. I was wondering if you guys could talk a little more about your guidance for the first
quarter. Your comp outlook implies some improvement versus fourth quarter. I wonder if you could give us any sense of what you are seeing
now that gives you comfort in that guidance. And then on the gross margin side, it looks like you are guiding down despite the lean inventory.
So I am wondering if you could give us color on how you’re thinking about IMU and markdowns in first quarter. Thanks.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Michelle, I will take that. It’s Joan. The first-quarter guidance, we have included
our view of the quarter as flat to negative three. It embeds what we are currently seeing in our business. And we will talk more about that as we
get to — more color on that as we get to the first-quarter earnings call.
In terms of our margin, we see that we can — on our leaner inventories, we have the opportunity to produce lower markdowns. However, that
is very much largely dependent on the top line. So it’s a top-line story that we are navigating our way through in the first quarter. And to
Roger’s point, we believe that we have chased into some stronger key items for the second quarter.
Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Okay. Rob, we are ready for the next question.

Operator : Brian Tunick, JPMorgan Chase.
Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Brian, are you there are?
Operator : Stand by. I am bringing Brian through now.
Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Okay.
Brian Tunick- JPMorgan- Analyst : — in the US, just wanted to understand a little more about the timing of those. And also, Joan, maybe a
little more on the delta on the SG&A guidance. I think on the last conference call, you talked about flattish. So maybe just what has changed in
the last couple of months on your view on SG&A?
Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Brian, we missed the first part of your question.
Brian Tunick- JPMorgan- Analyst Sorry — was asking about the store portfolio. I think on the last conference call or two, you have talked
about the potential for store closings in the US. Just want to see any update on thoughts there or timing of store closings.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Brian, it’s Jim. Most of the store closings that are planned of any substantial
number will be taken in 2012 and 2013. And they could be anywhere between 65 to 100. But it is all pending lease discussions with the
landlords, and so it’s a very dynamic number that it is very difficult to pin down and say specifically it is going to be this number or that. But
we will have store closings at a greater rate than we have ever in the past.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Okay, Brian, with respect to SG&A, in the fourth quarter, SG&A was down
$34 million. And included in that was some of the severance and severance-related charges, as well as some costs related to our corporate profit
initiative. So on an apples-to-apples basis, excluding those costs, SG&A was down 7% year-over-year.
As you look at it on an annual basis, which was where we guided to roughly flat without those costs, the incentive difference as well as the
severance costs, it was basically flat.
Brian Tunick- JPMorgan- Analyst : Okay, I meant more the guidance for 2011.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Okay. For 2011, as we work through our plans, the increase is largely related to
advertising as well as new store growth. We have factored in offsetting of some inflationary costs in SG&A with the corporate profit initiatives
that carried over into 2011.
And so we feel very pleased that we are able to offset those. Our advertising cost investment really support the product assortment that Roger
and team are getting behind for the full year. And the new store is really self-explanatory; it is costs related to opening the stores.
Brian Tunick- JPMorgan- Analyst : Okay. Thanks very much. Congrats, Jim.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thanks, Brian.
Operator : Jeff Black, Citigroup.
Jeff Black- Citigroup- Analyst : Yes, and let me add my good luck, Jim, on your future endeavors. Hopefully, that includes a lot of relaxing.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : I am actually studying to be a retail analyst.
Jeff Black- Citigroup- Analyst : That won’t take much — come on.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : We will see.

Jeff Black- Citigroup- Analyst : Can you talk a little bit about aerie and did you hit the profit targets? Are we four-wall profitable? And how
much progress do we think we can make? You know, give us a little color on where you think the assortments are relative to where they need
to be. Thanks.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : From a financial perspective, Jeff, aerie was basically neutral as a brand in 2010.
We essentially hit our targets for the brand. We have stores that are showing promise and have achieved profitability. As we look forward into
2011, we are very optimistic about that brand, and we expect the brand and the four walls to be profitable.
Jeff Black- Citigroup- Analyst : Okay, thank you.
Operator : Christine Chen, Needham & Company.
Christine Chen- Needham & Company -Analyst : Thank you. Just a follow-up on that aerie comment. I mean, the apparel assortment looks
very differentiated from the American Eagle assortment. But I was wondering in locations where you have the brands in the same store, have
you seen any cannibalization or do you feel like it is a different customer?
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : No, actually, Christine, it gives
synergy. And I appreciate your comment that it is not like American Eagle. This team that we have assembled over the last six months is quite
extraordinary. I mean, the talent in there.
And I just signed off on the summer set, which you’ll see — I think it is around April 14. It just gets more beautiful. The lifestyle apparel parts
of the business continue to be very strong. And we really are embarking on a strong undies and bra campaign as we move into the back-toschool season. And we have all of the matchups now. The prints are by far the prettiest in the mall, and you just need to go in there and see it.
So I welcome everyone to see the new set in April.
Christine Chen- Needham & Company -Analyst : And then what about in the stand-alone locations? Since you’ve added the apparel, has
that been a traffic driver? Are you getting different customers than the intimate apparel customer that you were attracting?
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : The answer to that yes. We are actually attracting — I don’t like using the term
older, but we are attracting a customer that is north of 20 years of age. As well as the core demographic.
But I think that to Roger’s point, the styling of the product — the intimate apparel piece is the core but the styling of the complementary
products around the intimate apparel has been well-received. And as you stated, it is very different than what we carry in the American Eagle
store, and that is by plan, not —.
And we think that there is enough of a female consumer out there that no one is addressing this lifestyle. And we think we have got — we think
we have got the inroad. Now it is up to us to continue to capitalize on it, floor set by floor set. So time will tell.
Christine Chen- Needham & Company -Analyst : Great. Thank you and good luck.
Operator: Jennifer Black, Jennifer Black & Associates.
Jennifer Black- Jennifer Black & Associates- Analyst : Good morning, and, Jim, good luck to you.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thanks, Jennifer.
Jennifer Black- Jennifer Black & Associates- Analyst : I wanted to know how you feel you are positioned for the changing denim trends. I
see you have like three styles of flares. Are you in a position to chase if your consumer responds? And then I wondered if you could also
comment on how you feel you’re positioned in knits.

Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Well, obviously, we by far are — and I
am proud of this — it’s not an Eagle game — we’re the denim destination, Jennifer. And we started that back in 1993 as part of our mission
statement. And obviously — you said we have three styles — obviously, the Bohemian trend is there. We are ahead of it; we are in it. We are
going after it appropriately where we want to make the investments.
But it really is about the entire denim assortment. It’s about each individual fit and each individual wash. We test every wash, we test every fit.
And then after we have our answers, we make the goods. Our teams in denim, and I invite you to come to our design center — I know you are
interested, those denim jeans we have are just marvelous.
Jennifer Black- Jennifer Black & Associates- Analyst : Great. And can you also comment on the knits? And then just going back for a
second to the denim, does that mean that you can chase different styles of denim? I know that you have tested, but I want to make sure I
understand you can chase whatever you need to chase. And then if you could comment on knits, that would be.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Yes, of course. We platform denim,
which means we have denim — different basis of fabric, based on the styling and the wash we want to generate, we have that fabric platform
with our resources. And we have lines that are ready to switch styling if necessary.
So we are very proactive in how we make changes on denim.
And on the knit front, we — I think we have made some changes in the knit category, as we always do in this business. And I think we now
have an individual in knitwear with a team under him that is better than we have ever had.
Jennifer Black- Jennifer Black & Associates- Analyst : Okay, so you feel you are well-positioned in knits for spring and summer.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : I do.
Jennifer Black- Jennifer Black & Associates- Analyst : Okay. Thank you and good luck.
Operator : Liz Dunn, FBR Capital Markets.
Liz Dunn- FBR Capital Markets -Analyst : Hi, thank you. I was wondering if you could sort of address use of cash. You clearly have — you
were pretty decently aggressive with the buyback and did the special dividend this year. But you still really have an abundance of cash on your
balance sheet. So how are you thinking about that?
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Liz, what I would remind you of there is that, and to your point, that we did
return $400 million of cash to our shareholders, which is essentially cash from operating activities during 2010. Then I would remind you that
for 2011 and ‘12, we have 14.5 million shares authorized, which at a $15 share price is over $200 million that we are looking at to return cash.
Liz Dunn- FBR Capital Markets -Analyst : Joan, how much?
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : I would like to note, though, on this, is that one of the things we haven’t really
stated is that we are updating our store portfolio this year. We have over 115, 120 projects to remodel stores. This is a very big remodel year for
us.
And our remodeled stores have grown — have shown very positive performance once they have been completed. So that is another utilization
of cash that we think is going to benefit the Company and the shareholders in the long term.

Liz Dunn- FBR Capital Markets -Analyst : Do you have a minimum amount of cash on the balance sheet that you like to keep just for sort of
safety and security purposes?
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : That ranges, Liz; earlier in the year, $300 million to $400 million.
Liz Dunn- FBR Capital Markets -Analyst : Great. Thank you.
Operator : John Morris, BMO Capital Markets.
John Morris- BMO Capital Markets- Analyst : Thanks. Jim, congratulations, and wish you all the best as well.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thanks, John.
John Morris- BMO Capital Markets- Analyst : So, Roger, can you expand a little bit for me on the tops progress that you are making. You
know, I know you are saying that there are challenges there, and that is obviously what you have to fix.
So first of all, tell me a little bit about — or tell us a little bit about where you are seeing some progress. And then dive a little bit deeper on
where you see the opportunity. What is the fix in tops?
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Well, obviously, it always comes down
to hitting the right product and having the right product in the right quantity, John. In terms of the woven category of tops, we have a real
strong design team and the wovens are really doing well. Our problem in wovens is we haven’t invested enough inventory, and that you will
see coming into the second quarter. We know exactly what is selling and it is doing extremely well for us. The turn is faster than ever. And we
will have that inventory in the second quarter.
On the knit front, we have put a new fellow in charge of the knitwear. He was in our design studio. He had a different category. He just came
back from a two-week trip to Asia. And I personally think he is a star. And what he has brought back is — I think is quite exceptional. And in
this business, we will see.
But we have big reorders coming in in second quarter based on what we did sell in the first quarter. And our inventories are very lean.
As it relates to sweaters, I like the team we have. We had some misses last holiday, and we are working very diligently. I like what we have for
back-to-school. And we are working on holiday at this point in time. And while spring two is not a big sweater season, I think on April 17, you
will see our summer set, which is our first summer set, and that set is probably the best that I have seen in years.
John Morris- BMO Capital Markets- Analyst : And I think you talked about the accessories — expanding accessories.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : That is, Jim and I have taken this
initiative on very aggressively. It is only in X number of stores. In those stores, the traffic is — the traffic generates 13% more traffic in those
stores. It is an exciting number. We are moving prudently, but as aggressively as we can into back-to-school and into holiday.
John Morris- BMO Capital Markets- Analyst : Is that expansion in that category going to be across all stores?
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Eventually, it will be.
John Morris- BMO Capital Markets- Analyst : Great. Thanks, guys.
Operator : Janet Kloppenburg, Jacobs Jenner & Kent.

Janet Kloppenburg- JJK Research- Analyst : It’s Janet, JJK Research. Hi, everybody. Congratulations to you, Jim. I am really happy for
you.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thank you, Janet.
Janet Kloppenburg- JJK Research- Analyst : I wanted to ask Roger a couple of questions.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Only one.
Janet Kloppenburg- JJK Research- Analyst : Hi, Roger. The shift away — I am sensing a shift away from classics for the brand, and I
would like you talk a little bit about that. There’s obviously more fashion on the women’s side. I don’t see as much of it on the men’s side. I’m
wondering if you could just talk to us a little bit about your positioning and what you would like to achieve, and if the customer understands
that perhaps American Eagle is no longer a classic, as they used to be.
And I am also wondering if you could talk about the men’s business. There has been weakness there recently, and I am wondering if you have
seen that improve.
And just lastly, the comp shows are down right now; it sounds that way from Joan — or flattish. And given — it sounds like everything is
pretty good in the assortments. I was just wondering what categories are giving you the challenges to prevent the comp from being positive.
Thanks so much.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Let me see if I can address your —
some of your questions. First, the goods are turning faster this year than last year, but we own considerably less units — you see the inventory
— than last year. We didn’t want to frontload, because these really are new teams. I want these teams to be nimble. So we will be getting back
into things we know about. And I think when you go into the store on April 17 and you look at the set, you should call me and tell me what you
think.
Janet Kloppenburg- JJK Research- Analyst : Okay.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : I think it is a very strong set. And that
talks to the whole element of, yes, we are a preppy stores, but we are a preppy store with all of the fashion elements of the time. And I think
when you see this set, you will not see any lacking as relates to the fashion side of the business.
On the men’s side, we did it to ourselves. We ran the inventories in fourth quarter on the men’s side were dramatically too low. It was a
mistake and that will be corrected. The customer wanted to buy all of our men’s product. We just didn’t have enough to give to them. We are
the preeminent number one brand in this space in menswear.
Operator : Randy Konik, Jefferies & Company.
Randy Konik- Jefferies & Company- Analyst : Yes, thanks a lot. First question, Jim, you talked about, I think, 65 to 100 store closures
2012/’13. Is that cumulative, or is that per year?
And what do you see as the right size for the American Eagle fleet of stores in the US?
And then just lastly for Joan, does the EPS outlook for 2011 — does that include share buyback? If so, how much? And then I guess on the
comp guidance of the low single-digit positive comp expectation, how are you thinking about the composition of AUR versus transactions as
we progress through the year on that comp assumption? Thanks.

Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : The closing number, Randy, is cumulative. I think that the portfolio for the
American Eagle Brand, based on the demographic that we attract, is — I would be very comfortable with somewhere around 900 stores, in that
range.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Randy, can you repeat your question for me, please, on the EPS outlook?
Operator : Randy has left the question queue.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Okay. The AUR question that you had, Randy, related to 2011. We expect AUR
to increase over the course of the year, basically due to mix and some of this selective price increasing, but largely due to mix. And we will see
that throughout the year.
Operator : Dorothy Lakner, Caris & Company.
Dorothy Lakner- Caris & Company- Analyst : Thanks, and good morning, everyone. Congratulation to Jim, but no relaxing just yet.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Definitely not. This team won’t allow it unfortunately, as much as I would like to.
Dorothy Lakner- Caris & Company- Analyst : Just a couple of questions. On the re-models, obviously, you are doing a lot of those and it
does have an impact on performance. How many of those are going to be expansions?
And then for Roger, I saw the expanded accessories assortment in Garden State. It looks great. But just wondered if you could give us a little
bit more clues as to how many stores it is in now and how many you would expect to have it in by holiday.
And then lastly, just another question, a little bit more color on knits. And you talked about wovens, you didn’t have enough for the spring
season. Is the knits category still dominant? Will wovens carry the day? When do you think you will feel comfortable with where you are on
the knits side?
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Okay. On the remodels, Dorothy, the majority of them are not expanded, based on
— they are from an era where Roger and I mutually agreed that we would go to larger stores. So that when I came here 11 years ago, these sort
of stores that were in the year two of a 10-year lease. And so they are pretty much right-sized. So I would say you have to use the 80/20 rule.
80% are not expanded, but they are updated; and the other 20% have modest expansion, based on that they are undersized and they are in
markets where we deem to be undersized, and we want to take on a little bit of a larger footprint.
Dorothy Lakner- Caris & Company- Analyst : Great.
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : On the elements of categories, Dorothy,
the accessories that you saw in Garden State — I appreciate you liked it so much. We love it as well. And the response — we really only have
it in 10 stores at this point in time — the response we see is quite extraordinary.
It is going to move for summer into 40 stores, and then into — for holiday, we will have it up and running in over 250 stores. As we move into
next year, we’re working — Jim and I, strategically, in terms of space in stores, how best to put it in so we can put it into the rest of the chain.
Our bottoms business is pretty damned strong, and I think — go take a look at the set April 17 as relates to knitwear.
Dorothy Lakner- Caris & Company- Analyst : Okay. Thank you.
Operator : Sean Naughton, Piper Jaffray.

Sean Naughton- Piper Jaffray- Analyst : Hi, thanks for taking my question. In terms of malls where you have seen some direct competitors
exit at the end of last year, have you seen any improvement in your business ahead of the rest of your chain? Is there anything in particular you
are doing to capture that traffic?
And then secondly, the outlook and guidance that you provided for EPS, are you including any share repurchase in the first quarter or for the
full year? Thank you.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Where there has been some exiting of some competition that aligns to the American
Eagle Brand, we have seen that we are — have been positioned to take advantage and improve our overall market share. And I would say that
would continue if others fall out.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Thank you for repeating Randy’s question, Sean.
Sean Naughton- Piper Jaffray- Analyst : It was on my list as well.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : It does not include share repurchase. That is on an average of roughly
198 million shares for the year.
Sean Naughton- Piper Jaffray- Analyst : Okay. Thanks a lot and best of luck.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thank you.
Operator : Kimberly Greenberger, Morgan Stanley.
Kimberly Greenberger- Morgan Stanley- Analyst : Oh, great. Thank you, good morning. I was wondering if you could help us understand
the international opportunity. How do the economics flow through to American Eagle’s P&L? Is it a mid to high single digit percentage of
sales in those stores? Just any color you can offer there would be great.
And then I am hoping you can just update us on your progress with getting the aerie stores to profitability. Where are you there and what are
your goals here this year? And where are we on a sales per square foot basis? Thanks so much.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Well, the international right now is, as I stated, it is rather small. So it is not really a
major contributor to the overall profitability.
As we move forward and we expand our presence through both franchise operations as well as joint ventures, I would expect that we would
start to see an appreciable contribution in the years — probably a bit in 2012, but definitely in 2013 and forward.
We are — right now — all of our — these locations that I mentioned in the prepared statements in the countries that I mentioned are all
franchise operations. And we are now looking at a number of countries where we are going to be going at — probably at it with a joint venture,
which has a little more risk built in, but it also has a higher ROI. And so the more of those we get into, and if we are successful, and I would
hope we would be, international will be a tremendous contributor to profitability at American Eagle, as well as expanding the brand presence
throughout the world. And as Roger mentioned, also I think it will enhance our overall direct-to-consumer business and vice versa.
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : And then, Kimberly, aerie as a brand in 2010 was profitable. We have had some
stores that showed a good improvement in profitability in ‘10. For 2011, we expect the store group to be profitable and demonstrate four-wall
profitability, which then would obviously drive accretion for 2011.
We think that the brand is making nice progress. It improved year-over-year in 2010 and we expect to see the same improvement in ‘11. And
interesting to Roger’s comments, the brand is — has continued to evolve. It has established itself as a lifestyle. And — with the foundation of
intimates, so there is a lot of promise there.

Kimberly Greenberger- Morgan Stanley- Analyst : Thank you so much.
Operator : Laura Champine, Cowen and Company.
Laura Champine- Cowen and Company- Analyst : Good morning, guys, and congratulations on your retirement, Jim.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thank you, Laura.
Laura Champine- Cowen and Company- Analyst : My question, to the extent that you can comment now, how much do you think your
AUR has to increase in the back half of the year to fully pass on your cost pressures?
And if you can go back through your history of there has been a period of similar cost inflation, can you talk about what you learned then about
elasticity of demand and how that is influencing your unit plan for the back half of the year?
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Laura, we see the AUR increasing in the back half of the year, as I mentioned
earlier. However, we do not expect that to offset the inflationary costs on its own, in terms of the product costs.
We are doing other things, including selective price increases, which is reflected there, but other things within our inventory management; we
are reducing markdowns, with our allocation tools. And as Roger mentioned, buying closer to need and buying the things that we know about,
which enables us to chase and turn our inventory faster.
The other thing, obviously, we are also doing, and it is reflected in our guidance, is our cost savings initiatives. And we are relying on those
three levers to enable us to deliver that flat outlook. Roger, can you comment on earlier years?
Roger Markfield- American Eagle Outfitters, Inc.- Vice Chairman, Executive Creative Director : Well, this is — I have been in this
business, as you all know, a long, long time. And each year, every time there was going to be cost increases, I quite didn’t believe it, and it
never really happened, I must tell you.
This is the first time that the raw commodity goods — take cotton, that was a year and a half ago $0.60 a pound, and now we are talking about
over $2.00 a pound — and think about the weight of a denim jean, quite frankly. So the costs are going up. This is a great brand, and we have
tested raising prices in some instances, $5.00, and in the right items, the customer responds as though there was no price increase. On other
items, that is not the case. So we have to be very careful where we can do it. But there is no question that the costs are going up for everyone in
the business. And I think relatively, we are pretty well positioned in terms of the volume of the country and the competition.
Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Okay, Rob. We will take one more question.
Operator : Richard Jaffe, Stifel Nicolaus.
Richard Jaffe- Stifel Nicolaus- Analyst : Thanks very much, guys. Really just a follow-up on the price increases and units planned for
inventory. Looking forward to fall and we see your inventory is going to be bought with dollars. How do you think that’s skewing or reducing
the number of units, and particularly with your conservative outlook for inventory, and how that is going to play out in terms of average unit
retail and the inventory and comp guidance?
Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : Well, clearly at this time, we are positioning third quarter, Richard, so we would
expect units to be down in the third quarter.
Richard Jaffe- Stifel Nicolaus- Analyst : And on a percentage basis?

Joan Hilson- American Eagle Outfitters, Inc.- EVP, CFO : We are still working through — we’re basically through July and August, so it
would be premature to really give percentages at the time.
Richard Jaffe- Stifel Nicolaus- Analyst : Okay. Thank you.
Judy Meehan- American Eagle Outfitters, Inc.- VP of IR : Okay, that concludes our call today. Our first-quarter announcement is scheduled
for Wednesday, May 25. Thanks for your participation today and have a great day.
Jim O’Donnell- American Eagle Outfitters, Inc.- CEO : Thank you.

