
      

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) August 19, 2015  
   

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

   

   

   

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

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

   

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

   

   

   

   
      

  

  

  

  

Delaware   1-33338   13-2721761 
(State  

of incorporation)    
(Commission  
File Number)    

(IRS Employer  
Identification No.)  

77 Hot Metal Street  
Pittsburgh, Pennsylvania    15203-2329 

(Address of principal executive offices)   (Zip Code) 

  

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

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

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

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



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

On August 19, 2015, American Eagle Outfitters, Inc. (the “Company”) issued a press release announcing, among other things, the 
Company’s financial results for the second quarter ended August 1, 2015. A copy of this press release is attached hereto as Exhibit 99.1. 
The Company’s Management team held a conference call on August 19, 2015 at 11:00 a.m. Eastern Time to review the aforementioned 
financial results. A replay of the conference call will be available beginning August 19, 2015 at 2:00 p.m. Eastern Time through 
August 26, 2015. To listen to the replay, dial 1-877-870-5176, or internationally dial 1-858-384-5517, and reference confirmation code 
13611152. An audio replay of the conference call will also be available at http://investors.ae.com. A copy of the conference call transcript 
is attached hereto as Exhibit 99.2.  

   
   

   

   

ITEM 2.02. Results of Operations and Financial Condition 

ITEM 9.01. Financial Statements and Exhibits 

(d) Exhibits 

Exhibit 
No.    Description 

99.1*    Press Release dated August 19, 2015 announcing second quarter 2015 financial results 

99.2*    Conference Call Transcript dated August 19, 2015 

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



SIGNATURE  

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

    
AMERICAN EAGLE OUTFITTERS, INC.  
(Registrant)  

Date: August 21, 2015     By:   /s/ Scott Hurd 
      Scott Hurd 
      Senior Vice President, Chief Accounting Officer 



EXHIBIT INDEX  
   

   

   

Exhibit 
Number    Description 

99.1*    Press Release dated August 19, 2015 announcing second quarter 2015 financial results 

99.2*    Conference Call Transcript dated August 19, 2015 

* 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 Record Second Quarter Sales And Strong EPS Growth  

Comparable Sales Increase 11% and EPS Rises to $0.17 from $0.03 Last Year  

PITTSBURGH – August 19, 2015 – American Eagle Outfitters, Inc. (NYSE:AEO) today reported EPS of $0.17 for the second quarter ended 
August 1, 2015, a significant increase from EPS of $0.03 for the comparable quarter last year, and above EPS guidance of $0.11 to $0.14. The 
EPS figures refer to diluted earnings per share.  

Jay Schottenstein, Interim CEO commented, “I’m pleased to report another strong quarter, and to see positive momentum continue. The team is 
delivering exceptional execution, and our customers have taken notice of improvements to our merchandise and overall customer experience. 
Both American Eagle and Aerie delivered strong sales and earnings growth across channels. We have two of the best-positioned brands in the 
marketplace today, and we are well poised to capitalize on our strengths. We have vast opportunity for ongoing improvements and will strive to 
deliver continued growth and returns to our shareholders.”  

Second Quarter 2015 Results  
   

   

   

   

   

   

   

   

  •   Total net revenue increased 12% to a record $797 million from $711 million last year. 

  •   Consolidated comparable sales increased 11%, compared to a 7% decrease last year. 

  
•   Gross profit increased 20% to $285 million and the gross margin rate rose 230 basis points to 35.7%. Buying, occupancy and 

warehousing costs leveraged 130 basis points, primarily due to strong sales, combined with our fleet rationalization. Reduced 
markdowns drove another 100 basis points of margin expansion. 

  
•   Selling, general and administrative expense of $196 million increased 3% from $190 million last year. As a rate to revenue, SG&A 

leveraged 220 basis points to 24.5% compared to 26.7% last year. Expense reduction initiatives partially offset increases in 
incentive and variable selling expense, driven by strong sales performance. 

  •   Operating income increased to $53 million from $12 million last year, and the operating margin expanded 500 basis points to 6.7% 
as a rate to revenue. 

  •   Other expense of $2.2 million is primarily comprised of currency losses related to cash held in Canadian dollars. 

  •   The tax rate of 34.7% includes a benefit of approximately $2.5 million, primarily due to an income tax settlement. 

  •   EPS of $0.17 increased significantly from EPS of $0.03 last year. 



Inventory  

Total merchandise inventories at the end of the second quarter increased 4% to $409 million compared to $393 million last year. At cost per 
foot, inventory increased 5%, consistent with our guidance and below our sales growth rate. Third quarter 2015 ending inventory at cost is 
expected to be approximately flat.  

Capital Expenditures  

In the second quarter, capital expenditures totaled $37 million. For fiscal 2015, the company continues to expect capital expenditures of 
approximately $150 million, which includes the chain-wide roll-out of the point of sale system, supporting technologies and the completion of 
our new fulfillment center, as well as new and remodeled store investments.  

Store Information  

In the quarter, the company opened six new stores, including four factory stores, and closed three locations, including two AE and one aerie 
store. Seven international licensed stores opened during the quarter, including the first stores in South Korea and Singapore. For additional 
second quarter 2015 actual and fiscal 2015 projected store information, see the accompanying table.  

Cash and Investments  

The company ended the quarter with total cash and investments of $327 million, compared to $263 million last year.  

Third Quarter Outlook  

Based on an anticipated mid single-digit increase in comparable sales, management expects third quarter 2015 EPS to be approximately $0.28 
to $0.31. This guidance excludes potential asset impairment and restructuring charges, and compares to adjusted EPS of $0.22 last year.  

Conference Call and Supplemental Financial Information  

Today, management will host a conference call and real time webcast at 11:00 a.m. Eastern Time. To listen to the call, dial 1-877-407-0789 or 
internationally dial 1-201-689-8562 or go to http://investors.ae.com to access the webcast and audio replay. Also, a financial results 
presentation is posted on the company’s website.  

Non-GAAP Measures  

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

*   *   *   *  



About American Eagle Outfitters, Inc.  

American Eagle Outfitters, Inc. (NYSE: AEO) is a leading global specialty retailer offering high-quality, on-trend clothing, accessories and 
personal care products at affordable prices under its American Eagle Outfitters ® and Aerie ® brands. The company operates more than 1,000 
stores in the United States, Canada, Mexico, China, Hong Kong and the United Kingdom, and ships to 81 countries worldwide through its 
websites. American Eagle Outfitters and Aerie merchandise also is available at 116 international stores operated by licensees in 19 countries. 
For more information, please visit www.ae.com.  

“Safe Harbor” Statement under the Private Securities Litigation Reform Act of 1995: This release contains forward-looking statements, which 
represent our expectations or beliefs concerning future events, including third quarter 2015 results. All forward-looking statements made by the 
company involve material risks and uncertainties and are subject to change based on factors beyond the company’s control. Such factors 
include, but are not limited to the risk that the company’s operating, financial and capital plans may not be achieved and the risks described in 
the Risk Factor Section of the company’s Form 10-K and Form 10-Q filed with the Securities and Exchange Commission. Accordingly, the 
company’s future performance and financial results may differ materially from those expressed or implied in any such forward-looking 
statements. The company does not undertake to publicly update or revise its forward-looking statements even if future changes make it clear 
that projected results expressed or implied will not be realized.  
   
CONTACT:   American Eagle Outfitters, Inc. 

  Kristen Zaccagnini, 412-432-3300 



AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED BALANCE SHEETS  

(Dollars in thousands)  
   

     
August 1,  

2015     
January 31,  

2015     
August 2,  

2014   
     (unaudited)           (unaudited)   
ASSETS         

Cash and cash equivalents     $ 327,290      $ 410,697      $ 262,628    
Merchandise inventory       408,541        278,972        393,316    
Accounts receivable       50,693        67,894        47,028    
Prepaid expenses and other       75,477        73,848        89,426    
Deferred income taxes       60,974        59,102        41,646    

                               

Total current assets       922,975        890,513        834,044    
                               

Property and equipment, net       712,279        694,856        729,463    
Intangible assets, net       47,154        47,206        48,510    
Goodwill       13,006        13,096        13,616    
Non-current deferred income taxes       13,166        14,035        13,534    
Other assets       51,629        37,202        40,894    

                               

Total Assets     $ 1,760,209      $ 1,696,908      $ 1,680,061    
                               

LIABILITIES AND STOCKHOLDERS' EQUITY         
Accounts payable     $ 263,145      $ 191,146      $ 254,802    
Accrued compensation and payroll taxes       37,851        44,884        25,917    
Accrued rent       77,127        78,567        75,649    
Accrued income and other taxes       14,654        33,110        6,225    
Unredeemed gift cards and gift certificates       30,502        47,888        29,092    
Current portion of deferred lease credits       13,240        12,969        13,635    
Other current liabilities and accrued expenses       55,625        50,529        34,469    

                               

Total current liabilities       492,144        459,093        439,789    
                               

Deferred lease credits       56,421        54,516        62,779    
Non-current accrued income taxes       5,441        10,456        11,089    
Other non-current liabilities       40,525        33,097        32,557    

                               

Total non-current liabilities       102,387        98,069        106,425    
                               

Commitments and contingencies       —          —          —      
Preferred stock       —          —          —      
Common stock       2,496        2,496        2,496    
Contributed capital       577,146        569,675        559,694    
Accumulated other comprehensive income       (18,378 )      (9,944 )      15,949    
Retained earnings       1,553,380        1,543,085        1,522,856    
Treasury stock       (948,966 )      (965,566 )      (967,148 )  

                               

Total stockholders’  equity       1,165,678        1,139,746        1,133,847    
                               

Total Liabilities and Stockholders’  Equity     $ 1,760,209      $ 1,696,908      $ 1,680,061    
                               

Current Ratio       1.88        1.94        1.90    



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

(unaudited)  
   

   

     13 Weeks Ended   

     
August 1,  

2015     
% of  

Revenue     
August 2,  

2014      
% of  

Revenue   
Total net revenue     $ 797,428        100.0 %    $ 710,595         100.0 %  
Cost of sales, including certain buying, occupancy and warehousing expenses       512,389        64.3 %      473,048         66.6 %  

                                          

Gross profit       285,039        35.7 %      237,547         33.4 %  
Selling, general and administrative expenses       195,791        24.5 %      190,078         26.7 %  
Depreciation and amortization       36,109        4.5 %      35,422         5.0 %  

                                          

Operating income       53,139        6.7 %      12,047         1.7 %  
Other (expense) income, net       (2,237 )      -0.3 %      850         0.1 %  

                                          

Income before income taxes       50,902        6.4 %      12,897         1.8 %  
Provision for income taxes       17,637        2.2 %      7,084         1.0 %  

                                          

Net income     $ 33,265        4.2 %    $ 5,813         0.8 %  
                                          

Net income per basic share     $ 0.17        $ 0.03       
Net income per diluted share     $ 0.17        $ 0.03       
Weighted average common shares outstanding – basic       195,508          194,511       
Weighted average common shares outstanding – diluted       196,885          194,747       

     26 Weeks Ended   

     
August 1,  

2015      
% of  

Revenue     
August 2,  

2014      
% of  

Revenue   
Total net revenue     $ 1,496,948         100.0 %    $ 1,356,724         100.0 %  
Cost of sales, including certain buying, occupancy and warehousing expenses       949,697         63.4 %      893,332         65.8 %  

                                           

Gross profit       547,251         36.6 %      463,392         34.2 %  
Selling, general and administrative expenses       380,882         25.4 %      375,136         27.7 %  
Depreciation and amortization       71,237         4.8 %      67,784         5.0 %  

                                           

Operating income       95,132         6.4 %      20,472         1.5 %  
Other income, net       3,733         0.2 %      1,536         0.1 %  

                                           

Income before income taxes       98,865         6.6 %      22,008         1.6 %  
Provision for income taxes       36,547         2.4 %      12,329         0.9 %  

                                           

Net income     $ 62,318         4.2 %    $ 9,679         0.7 %  
                                           

Net income per basic share     $ 0.32         $ 0.05       
Net income per diluted share     $ 0.32         $ 0.05       
Weighted average common shares outstanding – basic       195,241           194,285       
Weighted average common shares outstanding – diluted       196,532           194,751       



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP to Non-GAAP EPS reconciliation  

(unaudited)  
   

   

     

13 Weeks  
Ended  

November 1, 
 

2014   
GAAP Diluted EPS     $ 0.05    
Add back: Asset Impairment and Corporate Overhead Reduction Charges (1) :       0.17    

           

Non-GAAP Diluted EPS     $ 0.22    
           

(1) Non-GAAP adjustments consist of $33.5 million of corporate and store asset impairments and $17.7 million of severance and related 
employee costs and corporate charges. 



AMERICAN EAGLE OUTFITTERS, INC.  
COMPARABLE SALES RESULTS BY BRAND  

(unaudited)  

   

   

     
Second Quarter  

Comparable Sales   
     2015     2014   
American Eagle Outfitters, Inc. (1)       11 %      -7 %  

AE Total Brand (1)       10 %      -8 %  
aerie Total Brand (1)       18 %      9 %  

     
YTD Second Quarter  

Comparable Sales   
     2015     2014   
American Eagle Outfitters, Inc. (1)       9 %      -9 %  

AE Total Brand (1)       9 %      -9 %  
aerie Total Brand (1)       15 %      2 %  

(1) AEO Direct is included in consolidated and total brand comparable sales. 



AMERICAN EAGLE OUTFITTERS, INC.  
STORE INFORMATION  

(unaudited)  

   

     

Second  
Quarter  

Fiscal 2015   

YTD  
Second  
Quarter  

Fiscal 2015   
Fiscal 2015  
Guidance 

Consolidated stores at beginning of period     1,054   1,056   1,056 
Consolidated stores opened during the period         

AE Brand     6   10   20 
aerie     —     —     2 

Consolidated stores closed during the period         
AE Brand     (2)   (5)   (45-50) 
aerie     (1)   (4)   (20-25) 

                

Total consolidated stores at end of period     1,057   1,057   1,003 - 1,013 
Stores remodeled and refurbished during the period     5   15   25 - 30 
Total gross square footage at end of period     6,643,357   6,643,357   Not Provided 
International license stores at end of period (1)     114   114   141 

(1) International license stores are not included in the consolidated store data or the total gross square footage calculation. 



Exhibit 99.2 

American Eagle Outfitters, Inc.  

Second Quarter 2015 Earnings  

Conference Call Transcript August 19, 2015  

Operator: Greetings and welcome to the American Eagle Outfitters Inc. Second Quarter 2015 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. If anyone should require 
operator assistance during the conference, please press star, zero on your telephone keypad. If you would like to enter the Q&A session, you 
may push star, one on your telephone keypad now. As a reminder, this conference is being recorded.  

It’s now my pleasure to introduce your host, Judy Meehan, Vice President of Investor Relations. Thank you. You may begin.  

Judy Meehan – American Eagle Outfitters, Inc – VP, IR: Good morning everyone. Joining me today for our prepared remarks are Jay 
Schottenstein, Interim Chief Executive Officer; Chad Kessler, Global Brand President of the AE brand; Jen Foyle, Global Brand President of 
aerie, and Mary Boland, Chief Financial and Administrative Officer. Also joining us for Q&A today are Roger Markfield, Chief Creative 
Director; Michael Rempell, Chief Operating Officer, and Simon Nankervis, Chief Commercial Officer.  

Before we begin today’s call I need to remind you that we will make certain forward-looking statements. These statements are based upon 
information that represents the Company’s current expectations or beliefs. The results actually realized may differ materially based on risk 
factors included in our SEC filings. We have also posted a financial supplement with additional financial materials on the website.  

Now, I’d like to turn the call over to Jay.  

Jay Schottenstein – American Eagle Outfitters Inc. – Interim CEO: Thanks, Judy. I’m pleased that I get to report another strong quarter. 
Congratulations to the team for delivering an exceptional first half and building on the recovery that began late last year. When I took the helm 
in early 2014, I knew we had the potential for a successful quick recovery. Our collective efforts over the past 18 months have proven this.  

In the second quarter, we reached record sales and delivered the fourth consecutive quarter of year-over-year earnings growth. In a tough retail 
environment, both American Eagle and aerie achieved significant sales and earnings growth and we see momentum continuing into the third 
quarter. Our efforts to create a better overall customer experience, strengthen our process and gain efficiencies have created the underlying 
foundation for improved results.  

In the second quarter, net revenue increased 12% on a comp increase of 11%. EPS of $0.17 was well above $0.03 earnings last year and above 
our guidance of $0.11 to $0.14. Customers responded favorably to merchandise improvements, greater innovation, on-trend style and 
outstanding value. As a result, we had more full-price selling and lower markdowns.  

Strength in our business was broad-based across geographics, brands and channels. Stores comped positively and our digital business was very 
strong as we attracted more customers. Inventories and expenses were well managed during the period, contributing to our profit improvement.  

We ended the quarter in excellent financial conditions with no debt and a cash balance of $327 million, $64 million higher than this time last 
year.  



We are pleased by our progress over the past year, yet we still have tremendous opportunity for growth and stronger profitability. With the 
American Eagle brand we have an opportunity to seize market share and be the number one casual American lifestyle brand across the globe. 
Despite a high level of competition, we are performing well. Our well-curated, edited assortment, strong point of view and leading bottoms 
businesses are important competitive advantages. Chad Kessler and team have done a great job and will continue to raise the bar and strive for 
consistency over the longer term.  

Next, aerie presents an incredible growth opportunity which I believe can double in size over the next several years. Under Jen Foyle’s 
leadership, the brand has gained very good traction. We’re enthusiastic about the intimates market and believe aerie is unique, differentiated 
and perfect for today’s young women. aerie is poised for growth much like American Eagle felt early in its history.  

Our digital business is strong with mobile sales accelerating at a rapid pace. Recent investments are delivering nice returns. Our upgraded new 
app, better technology and omnichannel tools are driving incremental sales and providing the platform for future growth. Digital is a growth 
lever as we pursue expanded product lines and open our UK site this quarter, the first step in a broader plan for global expansion.  

Regarding international, improvements to our brand and merchandise assortments are fueling good momentum. In company-owned markets 
including Mexico, China and the UK, we have well-paced expansion plans underway. The licensed store portfolio continues to grow, providing 
accretive expansion with a low-cost capital investment. With additional stores and digital expansion, our international growth will accelerate 
over the next several years.  

On the operational front, the team is currently working on additional expense reductions and implementing a program of continuous 
improvement. The transition to our new omnichannel distribution center is complete, providing inventory efficiencies, improved processing 
and faster delivery times.  

To conclude, we’ve made great strides in a short period of time and I’m extremely optimistic on our future. We have two of the best positioned 
brands in the marketplace today. We have vast opportunities to expand the reach of our brands and grow through global and digital expansion. 
Our top priority is to stay focused on delivering further improvements and returns to our shareholders.  

Now I’ll turn it over to Jen.  

Jen Foyle – American Eagle Outfitters, Inc. – Global Brand President – aerie: Thanks Jay and good morning everyone. I’m so pleased to 
be here this morning to review another strong quarter for aerie. Before I get started, I’d like to thank and congratulate my team for delivering 
strong results. We have an incredibly talented team. I’m very proud of the work they’ve done and their continued drive and passion.  

The second quarter exceeded our expectations. Comparable sales increased 18%. We saw positive growth across all store formats and our 
digital business was especially strong. The average unit retail price, units per transaction and average dollar sale all increased. aerie traffic was 
also nicely positive, clearly above the mall traffic as we continue to gain new customers. Merchandise margins expanded with less markdowns 
and we continue to strengthen the bottom line, delivering higher profitability.  

We were pleased with the strength across the business. The best categories included bras, undies, swim and soft dressing. We delivered 
newness, innovation, better quality and improved value. For example, our new bra collections and the swim line have provided incremental 
growth this spring.  

We are building on categories like accessories and beauty and we are exploring additional ways to surprise and delight our customer. Our aerie 
Real campaign has been extremely well received by our customers and is truly a point of differentiation. We are excited to re-launch the 
campaign this month featuring Emma Roberts as our first Real celebrity. Emma was the natural choice for aerie. She has a confident 
independent spirit like the aerie girl.  



On the store front, we’re growing our side by side store count where we continue to see strong results in both aerie and the adjacent AE store. 
Our new modern store formats are performing extremely well.  

As Jay mentioned, I want to reiterate the tremendous growth in opportunity for aerie and I look forward to continuing current momentum  

Thanks, and now I’ll turn it over to Chad.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: Thanks Jen and good morning. Congratulations to 
you and the entire aerie team for delivering outstanding results this quarter and for the past several quarters. I’d like to underscore that aerie is 
an exciting growth opportunity and a great complement to our business. Now on to American Eagle.  

We had a pretty fantastic second quarter led by improved merchandise and a positive customer response. Our continued focus on having the 
right people, product, process and presentations led to another strong quarter. American Eagle comp sales increased 10%, a nice acceleration 
from the first quarter. Our business reflected strong product execution and was much healthier overall. The customer recognized improvements 
and we saw a double-digit increase in the average unit retail price. Consolidated traffic rose with particular strength online due in part to an 
increase in digital marketing and more customers shopping the brand. Store traffic outpaced mall traffic, a trend we began to see at the 
beginning of the year. We are pleased with this, especially given the significant reduction in store-wide sale events and fewer clearance units 
compared to last year. The net result of all of this was significant expansion to the merchandise margin.  

Turning now to product, we saw positive results in men’s led by strength in pants, denim, woven shirts and knit tops, with polos and graphics 
underperforming. In women’s, we saw exceptional growth driven equally by tops and bottoms. This is the best women’s business we’ve seen in 
many years. We saw strong comp growth in woven and knit tops, dresses and sweaters. The Soft and Sexy line has been terrific, which has now 
expanded across the knit top assortment. We are especially pleased to see a broad-based resurgence in tops, presenting an exciting opportunity 
for growth and margin recovery. In addition to a terrific shorts business this spring, I’d highlight the innovation we delivered in Denim X 
which expanded across classifications and fit.  

As we are now in the midst of back to school and enter the fall season, we are pleased to see positive trends continue. In men’s, Flex denim is 
adding innovation and newness. In women’s, we have launched updated denim styles and emerging silhouettes. A new denim cycle falls right 
into our strength.  

Clearly Roger was absolutely right years ago when he set out to create a leading jeanswear collection. Today, AE denim and bottoms are a 
major competitive advantage. It’s where we have strong brand loyalty and have had the most consistent performance. It’s also now a significant 
opportunity as we expand globally.  

As I look forward, I’m optimistic. While we made some improvements last year, we have plenty of room for further progress. We are running 
the business better and our process is working. Marketing efforts will be focused on connecting emotionally with our customers and building a 
stronger reputation for product leadership and quality. Our brand position is absolutely right for today’s consumer and we are well poised to 
capitalize on the disruption in our industry. We will remain focused and disciplined while delivering exceptional product innovation and quality 
and value.  

Lastly, as we seek to expand our business by bringing newness and interest to our customers, we are pursuing new ideas like our Don’t Ask 
Why fashion capsule. This could include collaborations or other creative ideas that we can incubate and learn from as they provide incremental 
business.  

Congratulations and thanks to my team for delivering a great season. Now I’ll turn it over to Mary.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Thanks, Chad. Good morning everyone. Our 
customers continued to respond well to our product and brand initiatives, leading to  



significant earnings growth and a beat to our guidance. The second quarter profit improvement was the result of a positive double-digit top line 
and higher merchandise margins from lower promotional activity. We also benefited from our expense reduction initiatives and store fleet 
repositioning.  

Now looking at the details of the quarter, total net revenue increased 12% to $797 million from $711 million last year. Consolidated 
comparable sales increased 11%. By brand, AE comps were up 10% and aerie increased 18%. We are pleased that consolidated traffic 
increased in the quarter. The average transaction value increased in the mid-teens, driven by a mid-teen increase in AUR. The strength in our 
AUR was driven by a combination of more full-priced sales and fewer promotions. Additional sales information can be found on Page 6 of the 
presentation.  

Total gross profit increased 20% to $285 million, and as a rate to revenue, rose 230 basis points to 35.7%. BOW leveraged 130 basis points. 
This was due to higher sales and rent leverage driven by our fleet rationalization. Reduced markdowns drove another 100 basis points of 
margin expansion as we continued to successfully reduce promotional activity.  

SG&A expense remains well controlled, enabling us to leverage by 220 basis points to a rate of 24.5%. Expense dollars increased 3% to $196 
million. The increase was due to higher incentives and variable selling expenses driven by strong sales results. Our expense reduction efforts 
resulted in a low single digit decline in fixed expense. This was partially offset by an increase in incentive and variable selling expense driven 
by the strong sales performance. Depreciation and amortization increased to $36 million and decreased 50 basis points to 4.5% as a rate to 
revenue.  

Operating income grew to $53 million from $12 million last year and operating margin expanded 500 basis points to 6.7% as a rate to revenue.  

Within Other income, we had a loss of approximately $2.2 million which was primarily due to currency losses related to cash held in Canadian 
dollars. The tax rate of 34.7% includes a benefit of approximately $2.5 million due to an income tax settlement. EPS of $0.17 increased from 
$0.03 last year.  

Now turning to the balance sheet starting with inventory, which can be found on Page 7 of the presentation, we ended the quarter with 
inventory up 4% and at cost per foot up 5%. This was in line with our guidance and below sales growth. The composition of our inventory is 
very healthy with very limited clearance. We expect third quarter ending inventory at cost to be approximately flat. We remain disciplined on 
our inventory investments and are using our omnichannel tools to gain efficiencies across channels. We are committed to growing inventory 
lower than sales.  

Cash and investments increased to $327 million at quarter end compared to $263 million last year. Capital expenditures totaled $37 million for 
the quarter, bringing us to $79 million year-to-date. We continue to expect cap ex to be approximately $150 million for the year.  

I’d like to take a moment here to commend the team for a seamless transition to our new distribution facility in Hazleton, Pennsylvania. The 
teams did a great job with no major disruption to our business. This is our first true omnichannel DC with shared inventory across digital and 
stores. There are numerous efficiencies to be gained, including greater customer satisfaction through faster delivery and higher in-stocks, as 
well as inventory optimization and processing efficiencies.  

Now regarding our third quarter outlook, based on a mid single-digit increase in comparable sales, we expect third quarter EPS of $0.28 to 
$0.31 per share. The guidance compares to adjusted EPS of $0.22 last year and excludes potential impairment and restructuring charges.  

As Jay said, across the organization, we are intensely focused on maintaining our momentum, capitalizing on our opportunities within the 
marketplace and continuing to build a global presence.  

Thanks, and now we’ ll take your questions.  



Operator: Thank you. We will now be conducting a question and answer session. If you would like to ask a question, please push star, one on 
your telephone keypad. A confirmation tone will indicate that your line is in the question queue. You may push star, two if you would like to 
remove your question from the queue. For any participant using speaker equipment, it may be necessary to pick up your handset before pushing 
the star key. In the interest of time and to allow as many participants through as we can, we ask that you please limit your time today to one 
question only. Thank you. One moment while we poll for questions.  

Our first question comes from the line of Oliver Chen with Cowen & Company. Please go ahead with your question.  

Oliver Chen – Cowen & Company Analyst: Hi. Congrats on really solid results and what we’re seeing with the product and in-store 
execution. Just regarding your comp guidance for mid single digits, is that a function of the more difficult comparisons? I’m just curious about 
that in light of some of the shifts that have been happening with the holidays as well as the later Labor Day. Mary, also, could you just update 
us on how the merch margin comparisons look ahead and how that may trend given the progress you’ve had.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Yeah. The mid single digit comp guidance is 
really as a result of the improvement of our business at the end of last year, so it is due to more difficult compares. But I think what’s most 
important here is the profitability of the business and the strength of the business continues here. Great results in Q2; we’ll see it here in Q3 as 
well based on our guidance. You know, expect to see merch margin continue to grow here in Q3 and Q4 as product resonates with our 
customer.  

Oliver Chen – Cowen & Company Analyst: Okay Mary, and regarding that comp, is it going to follow kind of generally a similar trend with 
the ADS being the bigger driver in terms of where you’re getting the comp points?  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Yes, that’s correct.  

Oliver Chen – Cowen & Company Analyst: Okay.  

Operator: Thank you. Our next question comes from the line of Adrienne Yih with Wolfe Research. Please go ahead with your question.  

Adrienne Yih – Wolfe Research Analyst: Good morning. Let me add my congratulations as well. Can you hear me?  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Yes, thank you.  

Adrienne Yih – Wolfe Research Analyst: Okay great. The stores look great. A question on the percentage of newness that has been bottoms, 
if you can address that, and then secondarily, really this just goes back to kind of the inventory productivity. You entered the quarter 2Q with it 
up 1% total inventory, comps obviously came in at 11%. Entering the next quarter with 4% total inventory up, I guess is there a strategy that 
you would sort of contain promotions to generate really healthy margin sale? It’s kind of a follow-on from the earlier question just about it 
would imply that the productivity of the inventory is not as strong as it was in 2Q, so just a question on that.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: I think first in terms of the bottoms, we did 
deliver—our back to school bottoms assortment we delivered more newness than I think we’ve ever delivered, definitely than we delivered in 
the past few years. We’ve really tried to drive bottoms business through the innovation in AE of Flex denim for men and then the Denim X for 
women and the expansion there. So between fits and fabric and choices we definitely have more newness there and we’re seeing nice results.  

I don’t think we’re expecting less productivity out of the assortment for Q3 than we’ve seen in Q1 and Q2. We continue to try to drive the 
business through stronger assortment and better customer value and innovation. We’re seeing great results as you can see from the ADS and 
the AUR improvements, and we expect that to continue through the fall.  



Operator: Thank you. Our next question comes from the line of Brian Tunick with RBC Capital Markets. Please go ahead with your question.  

Brian Tunick – RBC Capital Markets Analyst: Hi. Good morning. Thanks. I’ll add my congrats. I guess a question on the denim stream and 
the silhouette jeans that we’re seeing in the marketplace. Can you maybe talk about what that could mean to your tops to bottoms ratio? Then 
the second question is really on aerie. I think you said you think that business can double over the next couple of years. Does that include an 
increase in square footage, new stores or is that mostly going to come through the DTC channel. Thanks very much.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: I think in terms of denim we are definitely seeing 
positive response to our back to school denim assortments. I think we’re seeing—you know, we have the broadest assortment in the 
marketplace and we are seeing some silhouette shifts but I think that—I don’t see that necessarily—we aren’t seeing huge shifts in terms of the 
silhouettes in denim.  

In terms of it driving tops, I think that having a healthy bottoms business is a great opportunity for our tops business. We did see in Q2 the 
women’s tops business actually slightly outpace the growth in bottoms. Both businesses were exceptional but it’s the first time we’ve seen that 
in quite a while, and I think that driving—the bottoms business drives a lot of customer loyalty and a lot of traffic and when we can get the tops 
business right and have the right outfits, we have the tops to go back to the bottoms, it just shows—this quarter shows that we can drive great 
results that way.  

Jen Foyle – American Eagle Outfitters – Global Brand President – aerie: Brian, regarding aerie, we really believe in all the store formats, 
based on smaller square footage but we believe in that growth, and certainly, really leaning on the direct channel as sort of our gateway to the 
introduction of the brand to the customer. So we’ve seen nice acceleration on the direct side so we certainly will continue to leverage that via 
through the AE customer base, and then introductions to new customers and certainly then growing the smaller square footages.  

Operator: Our next question comes from the line of Tom Filandro with Susquehanna Financial Group. Please go ahead.  

Tom Filandro – Susquehanna Financial Group Analyst: Hi. Let me add my congratulations. Just great performance across the board. A Jen 
and Mary question just to extend on the longer term view that Jay said about doubling the business. Can you guys help frame how we should 
think about the margin profile of the aerie business maybe currently and as you grow that business do you think it’ll be accretive in line or 
dilutive to the overall mix? Then I have a factory question. It looks like comps improved a little bit from the first quarter to the second quarter, 
although down. Curious what drove that improvement and any view on the long-term merchandising strategy of the factory business would be 
helpful.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: You know, Tom, as I look at the aerie business 
and our growth opportunity, the aerie business today is accretive to our bottom line and I expect that to continue, and probably honestly grow 
over time. I think the work that Jen and her team have done on focusing the assortment, getting the fleet, the store fleet rationalized, deploying 
the side by side strategy, all of those would tell me that there’s growth profitability, growth for the aerie brand.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: I think in terms of the factory channel, we’ve 
started to see—we’ve really focused on trying to make sure that the assortment in the factory channel is more reflective of the I guess similar 
improvements we’re seeing in the mainline AE business. So the factory customer is really driven by value and also differentiation from 
mainline. We don’t have necessarily set targets about how much made for factory specifically we will have in that channel, but what we are 
committed to is providing the customer the absolute best value we can in our factory channel and also providing the best product, product that 
we’ re equally proud of in factory as we are in our mainline and our online business.  



Operator: Our next question comes from the line of Simeon Siegel with Nomura Securities. Please go ahead.  

Simeon Siegel – Nomura Securities Analyst: Thanks. Good morning guys. Really strong AUR increases. How much of that is like-for-like 
versus a function of mix and cost? Then any thoughts on how much more room you have for increasing AUR? Just given the shift in the back 
half, do you expect to get an uptick in transactions in the third quarter?  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Yeah, most of it is driven by like-to-like as you 
think about the broad-based reduction in promotional activity. It’s really across the board on all our product.  

I think as I look at AUR here in the back half, we still have opportunity for AUR growth. It will abate a little bit versus the pacing of the first 
two quarters of the year, but still opportunity to pull back on promotions in the back half of the year. Honestly, we’re seeing great strength of 
our product and more full-price selling, so it is very encouraging that we’ll continue to see some nice AUR growth.  

Operator: Our next question comes from the line of Dana Telsey with Telsey Advisory Group. Please go ahead with your question.  

Dana Telsey – Telsey Advisory Group Analyst: Good morning everyone and congratulations on the terrific results.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Thank you, Dana.  

Dana Telsey – Telsey Advisory Group Analyst: Can you talk a little bit about merchandise margins, level of merchandise margins, where are 
we relative to peak and what opportunities do you see to move it higher? Thank you.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: We see continued improvement in our 
merchandise margin. Expect to see that continue here into Q3 and Q4. We still do have room for improvement beyond the levels we’re posting 
today and I think the work that Chad and Jen have done on product and assortment and driving higher AURs, you know, the metrics across the 
board are really strong. I see that continuing as they continue to deliver great product.  

Judy Meehan – American Eagle Outfitters, Inc. – VP, IR: Michael, do you want to talk about AUC opportunities.  

Michael Rempell – American Eagle Outfitters, Inc. – Chief Operating Officer: Yeah, I would just add, Dana, we see—the sourcing 
environment has changed as we’ve talked about in previous calls quite a bit over the last year, and we do see an opportunity that we’ll start to 
feel at the end of Q3 and certainly have some nice tailwinds in Q4 in terms of like-for-like costs. We’re seeing lower costs so we’re able to take 
some of that in margin and we’re able to invest more into the product and drive some of the innovation and newness that Chad and Jen have 
been talking about.  

Operator: Our next question comes from the line of Matthew Boss with JPMorgan. Please go ahead.  

Matthew Boss – JP Morgan Analyst: Hi. Good morning and nice results. So as we think about the larger picture gross margin opportunity 
and to tie in to your last comments there and the continued merchandise margin opportunity, as we think more holistically, is 2012’s 40% gross 
margin level, I mean is that a realistic goal over the next couple of years? And on the expense side, just the best way to think about SG&A 
dollar growth versus top line growth on a go-forward basis.  



Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Yeah, I think from a gross margin perspective, 
being in the high 30s, somewhere around that high 30s, 40% is certainly a target that we continue to strive for here in the Company, and I think 
that the improvements that we’ve seen across the board on a multitude of our metrics would give me confidence that in the very short term we 
could drive ourselves to that high 30%.  

As I look at SG&A expense, our goal here is to continue to keep what I would call our fixed expense flat to declining. Obviously as revenue 
grows and continues to grow at the rate we’re growing, our SG&A dollars will increase due to the variable expense related to selling and 
incentives. So, again, hope to continue to leverage SG&A is what that means at the end of the day and the team continues to stay rigorously 
focused on expense.  

Operator: Our next question comes from the line of Tom Filandro with Susquehanna Financial Group. Please go ahead.  

Tom Filandro – Susquehanna Financial Group Analyst: Hi, I got in for another one. I actually have a quick question for Jay.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: How’d that happen?  

Tom Filandro – Susquehanna Financial Group Analyst: I don’t know. I’m caught off-guard, but I actually had a quick question for Jay. I’ll 
take it. Jay, I mean you’ve obviously proven a lot of people wrong and done a great job of guiding the ship. You guys are back on course. I’m 
just curious where are you currently now spending the bulk of your time? In what areas of the business?  

Jay Schottenstein – American Eagle Outfitters, Inc. – Interim CEO: Well, I spend a lot of time on the merchandising side with Chad and 
with Jen, and also with Simon, and with the whole team there. You know, we have a strategy session that we have all the time and we have 
goals we set for ourselves. We have immediate goals we set and then we have long-term strategies too, so we just keep guiding the ship.  

Operator: Our next question comes from the line of Kimberley Greenberger with Morgan Stanley. Please go ahead.  

Kimberley Greenberger – Morgan Stanley Analyst: Great. Thank you so much. Very nice results here today. I wanted to hear a little bit 
more about the international growth, if you can talk about that, and maybe just help us think about monitoring the progress internationally 
along the way and what you ultimately think the top line and bottom line impact might be. And I just had one clarification if I could squeeze it 
in. I’m not sure how to bridge the difference between the mid-teens increase in the average value of a transaction and the 11% comp. What are 
the sort of three or four offsetting percentage points in there? Thanks so much.  

Simon Nankervis – American Eagle Outfitters – EVP Global Commercial Business: Thanks, Kimberley. It’s Simon. I’ll cover off the 
international piece and then hand it back to Mary.  

As I think about international, we were pretty clear a year and a half ago that we were focused on consolidating the business and growing our 
licensed franchise business. We’re at 114 stores and in 19 countries at the end of the quarter. By the end of this year we’ll be in 141 stores in 22 
countries. You know we recently opened in Singapore and Korea. So we’ve got a continued focus on driving the licensed business as it’s 
relatively low capital intensity for ourselves and we’ve got a really good business model for running that operation.  

In relation to the owned and operated, we sat back at the end of last year and said that this year was a year of consolidation. We wanted to set 
ourselves up for the future. We wanted to make sure that we’re pacing that investment aligned with the return that we were seeing and we feel 
confident that all of the initiatives we put in place at the end of the last year are now currently paying off, and to that regard we have a vision 
for the next three years around growing our business in Greater Asia, growing our business in the United Kingdom, Western Europe and, you 
know, consolidating our position in the Americas with really the completion of our strategy in Mexico.  



Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: To answer your question, the number of 
transactions are down and our conversion is slightly down as well, too. That’s really driven, Kimberley, by lower promotions, and I think as we 
look at our business in Q2 and in Q3 the business is so much healthier from a profitability perspective as we pull back on promotions and have 
driven high AURs. Obviously you can drive higher transactions through high promotions but that’s not the choice we’ve made.  

Operator: Thank you, ladies and gentlemen. As a reminder, we ask that you please limit your time to one question only.  

Our next question comes from the line of Anna Andreeva with Oppenheimer.  

Anna Andreeva – Oppenheimer Analyst: Great. Thanks so much and congratulations for the whole team. A really terrific result.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Thank you.  

Anna Andreeva – Oppenheimer Analyst: I was hoping to follow up on the comp guidance. What are you guys seeing so far in the early back 
to school market? Mary, your guiding comp about in line with the street but EPS range a little bit higher, can you maybe talk about how we 
should think about SG&A versus gross margin component as far as that guide for 3Q?  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Yeah, in terms of our comp guidance for the 
quarter, that reflects the business that we expect to see here in Q3. Back to school is just starting so way to early to call any season here.  

As I look at our margin and expense, I see continued expansion in our gross margin as we look forward, again, driven by the reduction in 
promotions and higher AUR, obviously. SG&A we’ll target to continue to leverage SG&A here in Q3. I think in Q4 as sales are driven in Q4 
just due to the higher volume and incentive comp not sure we’ll leverage, but that’s our goal to continue to try and leverage.  

Operator: Our next question comes from the line of Randy Konik with Jefferies. Please go ahead with your question.  

Randy Konik – Jefferies Analyst: Thanks a lot. So Mary, I just want to follow up on the commentary around the gross margin. You’re talking 
about a goal towards 40%. Can you just talk about what are the factors that drive the duration of time to get that potentially 40%? And if you 
had to kind of handicap the different buckets of, you know, aerie contributing, IMU, DC improvement, leverage on the business and markdown 
rate improvement, how do you handicap the different buckets of what could be most impactful for you getting to that 40% potential target? 
Thanks.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: I would say the list of everything you talked 
about is correct. It is a combination of a multitude of things that’ll help drive our gross margin up higher. I mean obviously top line growth is 
important here. Do see the opportunity for further margin expansion. We still have opportunities in the promotional space to improve there. 
There’s always opportunity on the assortment, to expand our assortment and drive innovation in our product. Control our BOW is another big 
area. As we continue along the path of our fleet rationalization, we’ll continue to see BOW improve and leverage. And the team continues to 
stay very focused on expense control.  

So it really is all about managing every line of the P&L as there’s opportunity pretty much across the board and the team continues to focus on 
it.  

Operator: Thank you. Our next question comes from the line of Paul Alexander with BB&T Capital Markets. Please go ahead with your 
question.  



Paul Alexander – BB&T Capital Markets Analyst: Thank you. Could you talk about the knit tops business a little bit and any thoughts on 
how that tailwind and business might change at all as we move into fall holiday and as the seasonality of knits changes? And would you 
include sweaters in that discussion of the knits category?  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: Hi Paul. Yeah, I think we have—we are very 
optimistic about the knits business. We had great knit and sweater business on the spring side. A lot of the cotton and knits obviously driven by 
our Soft and Sexy fabric, and then sweaters, you know, we had a great knits business and some great second layers. We’re seeing continued 
strength heading into Q3. I think going into the fall and colder weather, from some of the testing we’ve done and have in place we are 
anticipating that we’ll still have a strong knits business going forward. As you know, that’s a terrific margin business. But we’re evolving and 
innovating Soft and Sexy in ways that will make it more seasonless or more—so cold weather appropriate, so we’re excited about that. Then 
we are also—we continue to be bullish on the sweater business as well.  

Operator: Our next question is coming from the line of Janet Kloppenburg with JJK Research. Please go ahead.  

Janet Kloppenburg – JJK Research Analyst: Good morning everyone and congratulations on a great quarter. Just a couple of quick 
questions. Chad, if you could elaborate a little bit on Flex denim assortment and the response to that, and if you think that that category could, 
or that sub-brand could help the men’s comp to accelerate here in the third quarter? Mary, I’m just a little confused on the gross margin 
opportunity for the third quarter. Is it as great as it was in the first half or should we expect it to moderate, and I’m wondering also in the 
inventory what your clearance levels are like year-over-year at this time? Thank you.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: Hi Janet. So in terms of the Flex denim, we are 
seeing strong response so far in back to school to Flex. We have it represented at multiple levels within the assortment but also we really 
worked to put it through all of the different fit architecture that we have and we’re definitely seeing the customer respond to it and it’s making a 
significant contribution to the men’s denim business. We saw last year Denim X for women’s as an inflection point in the women’s business 
and we believe that Flex denim can provide that sort of—the innovation of Flex denim can provide that sort of inflection point for men’s as 
well. So we are very excited about the response so far from the customer.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: And regarding Q3 gross margin opportunity, 
we’ll see nice improvement in our gross margin in Q3. It will—the rate of improvement will moderate slightly as we come up against the 
improving business last year. Clearance, we’re in great shape on clearance, so no clearance hangover at all and inventories are in great shape.  

Operator: Our next question comes from the line of Lindsay Drucker Mann with Goldman Sachs. Please go ahead.  

Lindsay Drucker Mann – Goldman Sachs Analyst: Thanks. Hi everyone. I was hoping you could give some perspective on your AURs have 
been very, very strong in the quarter and year-to-date, and as we think about potential for AUR going forward, can you sort of break down how 
you’re thinking about the opportunity for AUR from fewer markdowns year-over-year, from increasing IMU or sort of ticket price? So maybe 
just the prospect for further AUR and what the big drivers are. Then also, sorry if you mentioned this, but can you help us to understand the 
cadence of comp by month across the quarter? Thanks.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: We don’t provide comp guidance by month. 
Again, we’re guiding to mid single digit comps for the quarter.  

Lindsay Drucker Mann – Goldman Sachs Analyst: I meant for Q2. What happened in Q2? Sorry.  

Mary Boland – American Eagle Outfitters, Inc. – CFO and Chief Administrative Officer: Okay. It was all positive. I mean every month 
was positive for Q2 and so far that trend is continuing.  



AUR going forward, we do expect to see continued improvement in AUR. Obviously as we start to lap the end of Q3 and Q4 next year the 
improvement in AUR will abate a little bit but we still do see room for improvement. I do think as we move forward into Q4, as Michael 
mentioned earlier when he was talking about IMU, we do see some opportunity there to drive improvement.  

Judy Meehan – American Eagle Outfitters – VP IR:  

Chad, I don’t know if you wanted to talk a little bit about the product improvements.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: Yeah, I think that for the most part the AUR 
improvement we’ve seen has been based on a reduction in markdowns. We are trying to make sure—we are committed to delivering the best 
value for the customer possible and the most innovation and quality that we can in the assortment, and so as Michael mentioned, like for like, 
we are seeing cost improvements. Some of that we reinvest into the product and some of that we do take in higher IMU, but for the most part 
we aren’t looking to artificially inflate tickets. That’s not how we’re getting our AUR. We’re really getting the AUR by getting stronger 
customer response to the product that we have out there and selling closer to ticket than we have historically.  

If you’re doing store checks, there are some items where ticket prices are up to last year, but if that is the case it’s because there’s something 
better, there’s more quality and more innovation in that product than there was a year ago. Customer response has been strong where that’s 
been the case. But for the most part, we’re looking at ticket prices holding steady like-for-like and selling closer to the actual ticket price.  

Operator: Our next question comes from the line of Richard Jaffe with Stifel. Please go ahead.  

Richard Jaffe – Stifel Analyst: Thanks very much and I guess a real estate question, two parts. One is the fleet rationalization effort; I’m 
wondering how you see that unfold in the following year. Then the opportunity for bricks and mortar internationally versus the franchisor 
relationships that you’ve had in the past.  

Simon Nankervis – American Eagle Outfitters – EVP Global Commercial Business: Thanks, Richard. You know, fleet rationalization was 
something that we started in early 2014. We went out in 2014 and said we will close 150 stores over three years. We’re well in the midst of that 
at the moment. I think the thing that has become a critical focus for us is really the productivity of each of the stores that we have. We have a 
substantial fleet; the majority of that fleet remains profitable. Just to give you an idea, we’ve only got 23 American Eagle stores that aren’t 
four-wall profitable. So the fleet itself is incredibly solid. So I think we’ll continue the course. We review every lease. We’ve just come through 
fleet review and just finished reviewing everything and ultimately the stores will stay open that warrant staying open as the customers 
requirements demand.  

I think thinking about international and brick and mortar opportunities, we’ve got a very clear strategic path around the opening of stores. If 
you think about what we’re doing in the back half of—hopefully by the end of this quarter we’ll open our digital site in the United Kingdom 
and that’s really a way for us to identify the opportunities for expanded bricks and mortar but also for us to leverage the technologies and 
opportunities we have currently in our US business and to develop the global footprint through all of the various channels that our customer 
shops.  

Operator: Our next question comes from the line of Rick Patel with Stephens, Inc. Please go ahead.  

Rick Patel – Stephens, Inc. Analyst: Thanks. Good morning everyone. Just a question on your denim business. So Denim X has been great 
but some of your peers are getting into this stretchable denim category in a bigger way this year, so given the heightened competition, how do 
you stand out and maintain your leadership position? Then also a question on sourcing. Do you see the recent pullback in the Chinese yuan as 
an opportunity to reduce sourcing costs further, and if so, when should we start to see the impact of that?  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: I think in terms of denim, we have I think the 
most experience in the jeans business of our competitors, and it’ s not just about the  



fabric. I can promise you that our Denim X fabric and our AEO Flex fabric is better than any of our competitors’ fabric. We work very closely 
with all of our mills to develop these fabrics, even down to the yarn suppliers as to what we’re putting in the fabrics, and we definitely have the 
best fabrics in the industry. It takes a lot more—I think the other critical thing is it takes a lot more than just having a seriously stretchy jean to 
be in the denim business. It’s all about fit, fabric, wash. Every single fit, every single wash, every single cc is individually fit by our tech team 
and we’re in the factories constantly making sure that they’re maintaining the quality and the specs that we’re requesting. So I know that some 
people are trying to chase us in terms of stretch. Some people are trying to chase us by even using the term Flex, but I’m confident that our 
jeans are superior and I know that our customer recognizes that.  

Michael Rempell – American Eagle Outfitters, Inc. – Chief Operating Officer: On the sourcing side, sure, we do expect the Chinese 
currency to help. As I was saying before, we’re going to see significant IMU improvement in the fourth quarter this year and we expect that—
we already had expected that to continue through the first half of next year and the currency really gives us incremental opportunity on top of 
that.  

Operator: Our next question comes from the line of John Morris with BMO Capital. Please go ahead.  

John Morris – BMO Capital Analyst: Thanks. My congratulations to everybody too as well. My question for I guess Chad and Jen, Chad 
you’ve talked to this a little bit in terms of the opportunity as you get into the back half, and Jen, love to hear from you as well from a product 
perspective. Where else do you see opportunity, particularly for holiday versus last year? Because, you know, last year I think it was really kind 
of the time when you were beginning to have some noticeable impact on the assortment, so I’m thinking year-over-year, besides what you’ve 
already touched on, maybe give us a little bit more flavor of where that opportunity is. Thanks.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: You know I think—I don’t want to get into too 
many specifics about holiday because obviously it’s a few months away.  

John Morris – BMO Capital Analyst: Understood.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: But I think we—I think last year we did start to 
see improvement. We started to, you know, get the AE brand headed in a better direction and we’ve seen that momentum increase through the 
spring season. We have spent—clearly holiday is a critical season. The whole team here has spent a lot of time trying to make sure that our 
assortment will be the best curated assortment with the best innovation that we’ve offered the customer and the best value. We’re making sure 
that our inventory levels are controlled so that we don’t find ourselves pressured from having too much inventory to be promotional. Then 
another key to it is we have—we test the whole assortment. So we haven’t—we’ve laid out what the holiday assortment is; we haven’t set the 
final assortment yet and we certainly haven’t set the final levels yet. We still have weeks and even a month or so before we have the whole 
holiday assortment nailed down. So we know how critical the holiday assortment is to our performance for the year and it’s something that we 
all take very seriously to make sure we get as accurate as we can on what we’ll be providing the customer.  

But I think, you know, that’s part of it. I think the second thing that’s just as important is making sure that the assortment feels—that the outfits 
are terrific, that the assortment feels strong and that it really will emotionally resonate through to the customer and we’re pretty excited about 
holiday.  

Jen Foyle – American Eagle Outfitters – Global Brand President – aerie: In aerie, you know, it is really about bras. It’s our biggest 
category and we’ve layered on a whole new business that’s actually providing incrementality to the bra assortment. So we will continue to 
chase and deliver on that business which is soft layers and it’s doing extremely well.  

Then similar to what happened in the first half, swim is really an extension business, but again, providing incrementality. As we look forward 
into fall and holiday, we have a fairly penetrated business in sleep and again some of those at leisure businesses that we’re already getting 
strong results on. So again, we’ ll continue to look forward into that business and to Q4.  



Operator: Our next question comes from the line of Rebecca Duval with BlueFin Research Partners. Please go ahead.  

Rebecca Duval – BlueFin Research Partners Analyst: Hi. Good morning and thank you. Congratulations also. Just a quick question for 
Chad. It seems that we’re seeing kind of an older customer shopping the stores now more often and I’m just wondering if you are also noticing 
changes to your customer profile in both the men’s and women’s business, and if you see further opportunity there.  

Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: Well, you know, I think there’s two parts to it. 
First, I think that there’s a lot of disarray happening in mall-based retail today and I think as one of the retailers who I think—as a true lifestyle 
brand, providing a nice, edited, curated assortment with easy outfits and a terrific bottoms business, I think we really provide the customer an 
easy place to shop. We’re very focused on curating to a 20-year-old customer, that college age customer, but we believe that with the strength 
of our bottoms business, both men’s and women’s, and with the democratic assortments we have that we do appeal to a broader customer base 
than just that 20-year-old. And I think we do have an opportunity to see that even expand going forward.  

Judy Meehan – American Eagle Outfitters – VP IR: Adam, we have time for one more question.  

Operator: Thank you. Our final question comes from the line of Pam Quintiliano with SunTrust. Please go ahead.  

Pam Quintiliano – SunTrust Analyst: Great. Thanks so much for squeezing me in, guys, and congratulations on a really wonderful quarter. 
So actually just two quick ones. You mentioned a new aerie customer. Can you just tell us who she is and can you convert her to an Eagle 
customer, or is she already shopping at Eagle and now just with the side by sides making her way over to aerie with the new product there? 
Then you had also mentioned that the traffic was higher than the mall average at both divisions. Obviously product improvement is 
contributing to that, but can you talk about response to recent marketing and social media campaigns and just how we think about your 
approach to that to the back half of the year? Thanks so much.  

Jen Foyle – American Eagle Outfitters – Global Brand President – aerie: Yeah, sure. In aerie, I guess first and foremost on your last 
question as far as social media, we leaned on that heavily kicking out in Spring 1 with the selfie event and that was a great start, so we’ll 
continue to leverage that. We’ve assembled a whole new social networking team that is highly focused on speaking to the girl in the way that 
she responds. So regarding that part of the business, it’s been highly effective.  

Then the second, can you remind me of your first question, please? I’m so excited about the social part of the business I forgot about your first 
question.  

Judy Meehan – American Eagle Outfitters – VP IR: New aerie customer.  

Jen Foyle – American Eagle Outfitters – Global Brand President – aerie: New aerie customer. I said it before, I’ll say it again. We 
continually leverage the AE customer base. They have over 16 million customers and over 50% of those are women for sure, so we’re speaking 
to them. We’ve leveraged them on the digital side. If you go onto the website today, you’ll see an aerie nav on top of the AE homepage and 
that certainly is driving direct traffic. So yeah, of course, we’re leveraging that base and then we’re finding new ways to speak to the customer 
through the social network side I just spoke of.  

Judy Meehan – American Eagle Outfitters – VP IR: Okay. Thanks everyone. That concludes our call. We appreciate your participation 
today and continued interest in American Eagle Outfitters.  

Operator: Thank you. Ladies and gentlemen, this does conclude our teleconference for today. You may now disconnect your lines at this time. 
Thank you for your participation and have a wonderful day.  


