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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)  

May 23, 2012  
   

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 May 23, 2012, American Eagle Outfitters, Inc. (the “Company”) issued a press release announcing, among other things, 
the Company’s financial results for the first quarter ended April 28, 2012. A copy of this press release is attached hereto as 
Exhibit 99.1. The Company’s Management team held a conference call on May 23, 2012 at 9:00 a.m. Eastern Time to 
review the aforementioned financial results. A replay of the conference call will be available beginning May 23, 2012 at 
12:00 p.m. Eastern Time through May 30, 2012. To listen to the replay, dial 1-877-870-5176, or internationally dial 1-858-
384-5517, and reference confirmation code 386740. An audio replay of the conference call will also be available at 
www.ae.com. A copy of the conference call transcript is attached hereto as Exhibit 99.2.  

   

(d) Exhibits  
   

   

ITEM 2.02.   Results of Operations and Financial Condition 

ITEM 9.01. Financial Statements and Exhibits 

Exhibit No.    Description 
99.1*    Press Release dated May 23, 2012 announcing first quarter 2012 financial results 

99.2*    Conference Call Transcript dated May 23, 2012 

* 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: May 24, 2012     By:     /s/ Scott Hurd 
      Scott Hurd 
      Vice President and Controller 



EXHIBIT INDEX  
   

   

Exhibit  
Number    Description 

99.1*    Press Release dated May 23, 2012 announcing first quarter 2012 financial results 
99.2*    Conference Call Transcript dated May 23, 2012 

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



EXHIBIT 99.1 

A MERICAN E AGLE O UTFITTERS  

R EPORTS 38% I NCREASE IN F IRST Q UARTER A DJUSTED EPS AND 18% S ALES G ROWTH  

PITTSBURGH—May 23, 2012—American Eagle Outfitters, Inc. (NYSE:AEO) today announced earnings of $0.20 per diluted share for the 
first quarter ended April 28, 2012, compared to $0.14 per diluted share for the comparable quarter last year. Adjusted earnings for the quarter 
were $0.22 per diluted share, which excludes the operating results for 77kids, compared to adjusted earnings of $0.16 per diluted share last 
year. Please see the following tables for a complete reconciliation of GAAP to non-GAAP results for all periods presented.  

Robert Hanson, chief executive officer stated, “I’m extremely pleased by our performance this quarter and appreciate the team’s 
accomplishments. We remain focused on delivering continued improvements in the near term, while fortifying our core brands and capabilities 
to pursue incremental profitable growth and consistent returns to shareholders.”  

GAAP First Quarter Results  
   

   

   

   

   

   

   

Non-GAAP First Quarter Results  

The following discussion of first quarter results excludes the operating results for the 77kids brand.  
   

   

   

   

   

   

  •   Net sales increased 18% to $719 million, compared to $610 million last year.  
  •   Comparable store sales, including AE Direct, increased 17%, compared to a 7% decrease last year.  

  
•   Gross profit increased 18% to $273 million, or 37.9% as a rate to sales, compared to $232 million, or 38.0% as a rate to sales, last 

year. Higher product costs, driven by the spike in cotton and incremental incentive costs, adversely affected the merchandise 
margin. This was offset by a 220 basis point improvement in buying, occupancy and warehousing due to strong sales.  

  
•   Selling, general and administrative expense of $183 million improved 60 basis points to 25.4%, as a rate to sales, compared to 

26.0% last year.  

  
•   Operating income of $57 million increased 49%, compared to $38 million last year. The operating margin rate of 8.0% compared to 

6.3% last year.  
  •   Other income of $4 million primarily relates to a settlement recovery from auction rate securities.  
  •   EPS of $0.20 compared to $0.14 last year, a 43% increase.  

  •   Net sales increased 18% to $709 million, compared to $603 million last year.  
  •   Comparable store sales, including AE Direct, increased 17%, compared to a 7% decrease last year.  

  
•   Gross profit increased 18% to $275 million. The gross margin rate of 38.8% was flat to last year. Higher product costs, driven by 

the spike in cotton and incremental incentive costs, adversely affected the merchandise margin. This was offset by a 220 basis point 
improvement in buying, occupancy and warehousing due to strong sales.  

  •   Selling general and administrative expense of $179 million improved 60 basis points to 25.2%, compared to 25.8% last year.  
  •   Operating income increased 46% to $64 million. The operating margin expanded to 9.1% compared to 7.3% last year.  
  •   EPS of $0.22 compared to $0.16 last year, a 38% increase.  



77kids Update  

On May 18, 2012, the company announced plans to exit its children’s business, 77kids, which includes 22 stores and the online business. The 
company is currently exploring options for the business, which include a full or partial disposition of assets to a third party.  

In fiscal 2011, the brand generated an after-tax loss of approximately $24 million on sales of $40 million. The company anticipates charges 
associated with the disposition of 77kids to be taken primarily in the second and third quarters of 2012, which will be disclosed as plans are 
finalized.  

AEO Direct  

In the first quarter, online sales increased 22%, compared to a 3% increase last year. The company’s online business includes ae.com, 
aerie.com and 77kids.com.  

Inventory  

Total merchandise inventories at the end of the first quarter were $377 million vs. $332 million last year. At cost per foot, inventory is up 14% 
compared to last year. Second quarter ending inventory cost per foot is expected to be up in the mid single digits.  

Capital Expenditures  

For the first quarter, capital expenditures were $25 million, compared to $38 million last year. For fiscal 2012, the company continues to expect 
capital expenditures to be approximately $100 million.  

Real Estate  

In the first quarter, total square footage increased slightly, reflecting seven store openings, offset by seven store closures, and 21 remodels and 
refurbishments. For additional first quarter 2012 actual and fiscal 2012 projected real estate information, see the accompanying table.  

Cash and Investments  

The company ended the quarter with total cash and short-term investments of $722 million compared to $605 million last year.  

Future Outlook  

Assuming low to mid-single digit comparable store sales growth for the year, the company expects annual adjusted EPS of $1.16 to $1.22 
compared to adjusted EPS of $0.97 last year. For the second quarter the company expects adjusted EPS of $0.13 to $0.15, assuming mid single 
digit comparable store sale growth. This compares to adjusted EPS of $0.13 last year. Guidance excludes operating results and exit charges 
related to 77kids in addition to other potential restructuring charges.  

Conference Call and Supplemental Financial Information  

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

* * * *  



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 , Aerie and 77kids brands. The company operates more 
than 1,000 stores in North America, and ships to 77 countries worldwide through its websites. American Eagle Outfitters and Aerie 
merchandise also is available at approximately 35 international franchise stores in 12 countries. For more information, please visit 
www.ae.com .  

“Safe Harbor” Statement under the Private Securities Litigation Reform Act of 1995: This release contains forward-looking statements, which 
represent our expectations or beliefs concerning future events, specifically regarding second quarter and fiscal 2012 results. All forward-
looking statements made by the company involve material risks and uncertainties and are subject to change based on factors beyond the 
company’s control. Such factors include, but are not limited to the risk that the company’s operating, financial and capital plans may not be 
achieved and the risks described in the Risk Factor Section of the company’s Form 10-K and Form 10-Q filed with the Securities and Exchange 
Commission. Accordingly, the company’s future performance and financial results may differ materially from those expressed or implied in 
any such forward-looking statements. The company does not undertake to publicly update or revise its forward-looking statements even if 
future changes make it clear that projected results expressed or implied will not be realized.  
   
CONTACT:    American Eagle Outfitters Inc. 

   Judy Meehan, 412-432-3300 

® ® ® 



AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED BALANCE SHEETS  

(Dollars in thousands)  
   

       
April 28,  

2012     
January 28,  

2012     
April 30,  

2011   
     (unaudited)           (unaudited)   

ASSETS         

Cash and cash equivalents     $ 713,443      $ 719,545      $ 474,668    
Short-term investments       8,587        25,499        130,513    
Merchandise inventory       376,688        378,426        331,588    
Accounts receivable       37,472        40,310        31,464    
Prepaid expenses and other       75,433        74,947        84,687    
Deferred income taxes       48,358        48,761        49,023    

         
  

        
  

        
  

Total current assets       1,259,981        1,287,488        1,101,943    
         

  
        

  
        

  

Property and equipment, net       572,104        582,162        641,907    
Intangible assets, net       39,556        39,832        40,454    
Goodwill       11,544        11,469        11,710    
Non-current deferred income taxes       16,579        13,467        10,030    
Other assets       16,688        16,384        26,294    

         
  

        
  

        
  

Total Assets     $ 1,916,452      $ 1,950,802      $ 1,832,338    
         

  

        

  

        

  

LIABILITIES AND STOCKHOLDERS’ EQUITY         

Accounts payable     $ 133,861      $ 183,783      $ 155,183    
Accrued compensation and payroll taxes       21,970        42,625        14,915    
Accrued rent       76,550        76,921        70,873    
Accrued income and other taxes       14,333        20,135        12,242    
Unredeemed gift cards and gift certificates       30,783        44,970        29,187    
Current portion of deferred lease credits       14,945        15,066        15,981    
Other current liabilities and accrued expenses       25,779        21,901        24,566    

         
  

        
  

        
  

Total current liabilities       318,221        405,401        322,947    
         

  
        

  
        

  

Deferred lease credits       73,350        71,880        79,131    
Non-current accrued income taxes       31,806        35,471        40,310    
Other non-current liabilities       22,544        21,199        23,486    

         
  

        
  

        
  

Total non-current liabilities       127,700        128,550        142,927    
         

  
        

  
        

  

Commitments and contingencies       —          —          —      
Preferred stock       —          —          —      
Common stock       2,496        2,496        2,496    
Contributed capital       567,700        552,797        543,393    
Accumulated other comprehensive income       30,532        28,659        33,573    
Retained earnings       1,774,205        1,771,464        1,716,173    
Treasury stock       (904,402 )      (938,565 )      (929,171 )  

         
  

        
  

        
  

Total stockholders’  equity       1,470,531        1,416,851        1,366,464    
         

  
        

  
        

  

Total Liabilities and Stockholders’  Equity     $ 1,916,452      $ 1,950,802      $ 1,832,338    
         

  

        

  

        

  

Current Ratio       3.96        3.18        3.41    



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

(unaudited)  
   
     13 Weeks Ended   

       
April 28,  

2012      
% of  
Sales     

April 30,  
2011      

% of  
Sales   

Net sales     $ 719,093         100.0 %    $ 609,562         100.0 %  
Cost of sales, including certain buying, occupancy and warehousing expenses       446,430         62.1 %      377,801         62.0 %  

         
  

         
  

        
  

         
  

Gross profit       272,663         37.9 %      231,761         38.0 %  
Selling, general and administrative expenses       182,605         25.4 %      158,491         26.0 %  
Depreciation and amortization       32,798         4.5 %      34,880         5.7 %  

         
  

         
  

        
  

         
  

Operating income       57,260         8.0 %      38,390         6.3 %  
Other income, net       3,507         0.5 %      4,512         0.7 %  

         
  

         
  

        
  

         
  

Income before income taxes       60,767         8.5 %      42,902         7.0 %  
Provision for income taxes       21,070         3.0 %      14,577         2.4 %  

         
  

         
  

        
  

         
  

Net income     $ 39,697         5.5 %    $ 28,325         4.6 %  
         

  
         

  
        

  
         

  

Net income per basic common share     $ 0.20         $ 0.15       
Net income per diluted common share     $ 0.20         $ 0.14       

Weighted average common shares outstanding—basic       194,890           194,683       
Weighted average common shares outstanding—diluted       197,252           196,633       



AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED STATEMENTS OF CASH FLOWS  

(Dollars in thousands)  
(unaudited)  

   
     13 Weeks Ended   

       
April 28,  

2012     
April 30,  

2011   

Operating activities:       

Net income     $ 39,697      $ 28,325    
Adjustments to reconcile net income to net cash from operating activities:       

Depreciation and amortization       33,323        35,534    
Share-based compensation       21,299        2,506    
Provision for deferred income taxes       (2,772 )      8,708    
Tax benefit from share-based payments       4,422        256    
Excess tax benefit from share-based payments       (2,643 )      (139 )  
Foreign currency transaction gain       (145 )      (219 )  
Changes in assets and liabilities:       

Merchandise inventory       2,345        (28,674 )  
Accounts receivable       2,865        5,445    
Prepaid expenses and other       (347 )      (30,327 )  
Other assets       (426 )      (2,400 )  
Accounts payable       (46,852 )      (7,301 )  
Unredeemed gift cards and gift certificates       (14,260 )      (11,960 )  
Deferred lease credits       1,203        (174 )  
Accrued compensation and payroll taxes       (20,687 )      (20,110 )  
Accrued income and other taxes       (9,498 )      (18,749 )  
Accrued liabilities       5,154        90    

         
  

        
  

Total adjustments       (27,019 )      (67,514 )  
         

  
        

  

Net cash provided by (used for) operating activities     $ 12,678      $ (39,189 )  
Investing activities:       

Capital expenditures for property and equipment       (24,831 )      (37,744 )  
Acquisition of intangible assets       (220 )      (33,151 )  
Purchase of available-for-sale securities       (3,051 )      (111,199 )  
Sale of available-for-sale securities       20,119        48,887    

         
  

        
  

Net cash used for investing activities     $ (7,983 )    $ (133,207 )  
Financing activities:       

Payments on capital leases       (941 )      (756 )  
Repurchase of common stock from employees       (4,100 )      (2,181 )  
Net proceeds from stock options exercised       12,165        2,539    
Excess tax benefit from share-based payments       2,643        139    
Cash dividends paid       (21,524 )      (21,430 )  

         
  

        
  

Net cash used for financing activities     $ (11,757 )    $ (21,689 )  
         

  
        

  

Effect of exchange rates on cash       960        1,160    
         

  
        

  

Net decrease in cash and cash equivalents     $ (6,102 )    $ (192,925 )  
Cash and cash equivalents—beginning of period       719,545        667,593    

         
  

        
  

Cash and cash equivalents—end of period     $ 713,443      $ 474,668    
         

  

        

  



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

(unaudited)  
   

   

     
First Quarter  

Comparable Store Sales   
     2012     2011   
American Eagle Outfitters, Inc.       17 %      -7 %  

AE Brand       17 %      -8 %  
aerie       20 %      -7 %  
AEO Direct       22 %      3 %  

(1) AEO Direct is comprised of ae.com, aerie.com and 77kids.com. AEO Direct is included in consolidated comparable store sales. 

(1) 

(1) 



AMERICAN EAGLE OUTFITTERS, INC.  
REAL ESTATE INFORMATION  

(unaudited)  
   

   

     

First Quarter 
 

Fiscal 2011      
Fiscal 2012  
Guidance   

Consolidated stores at beginning of period       1,090         1,090    
Consolidated stores opened during the period        

AE Brand       6         15    
77kids       1         1    

Consolidated stores closed during the period        

AE Brand and aerie       (7)         (20) —(30)    
77kids       —           (22)    

         
  

         
  

Total consolidated stores at end of period       1,090         1,054 —1,064    

Stores remodeled and refurbished during the period       21         55 — 65    
Total gross square footage at end of period       6,414,420         Not Provided    
International franchise stores at end of period       34         52    

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

(1) 



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

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

(unaudited)  
   

   

   

     First Quarter Fiscal 2012   

     

American Eagle  
Outfitters, Inc.  
(GAAP Basis)     77kids (1)     

American Eagle  
Outfitters, Inc.  

(Non-GAAP Basis)   

              
% of  
Sales                  

% of  
Sales   

Net sales     $ 719,093         100.0 %    $ 10,398      $ 708,695         100.0 %  
Cost of sales, including certain buying, occupancy and warehousing expenses       446,430         62.1 %      12,648        433,782         61.2 %  

         
  

         
  

        
  

        
  

         
  

Gross profit (loss)       272,663         37.9 %      (2,250 )      274,913         38.8 %  
Selling, general and administrative expenses       182,605         25.4 %      4,066        178,539         25.2 %  
Depreciation and amortization       32,798         4.5 %      732        32,066         4.5 %  

         
  

         
  

        
  

        
  

         
  

Operating income (loss)       57,260         8.0 %      (7,048 )      64,308         9.1 %  
Other income, net       3,507         0.5 %      —          3,507         0.5 %  

         
  

         
  

        
  

        
  

         
  

Income (loss) before income taxes       60,767         8.5 %      (7,048 )      67,815         9.6 %  
Provision (benefit) for income taxes       21,070         3.0 %      (2,710 )      23,780         3.4 %  

         
  

         
  

        
  

        
  

         
  

Net income (loss)     $ 39,697         5.5 %    $ (4,338 )    $ 44,035         6.2 %  
         

  
         

  
        

  
        

  
         

  

Net income (loss) per basic common share     $ 0.20         $ (0.02 )    $ 0.22       
Net income (loss) per diluted common share     $ 0.20         $ (0.02 )    $ 0.22       
Weighted average common shares outstanding—basic       194,890           194,890        194,890       
Weighted average common shares outstanding—diluted       197,252           197,252        197,252       

     First Quarter Fiscal 2011   

     

American Eagle  
Outfitters, Inc.  
(GAAP Basis)     77kids (1)     

American Eagle  
Outfitters, Inc.  

(Non-GAAP Basis)   

              
% of  
Sales                  

% of  
Sales   

Net sales     $ 609,562         100.0 %    $ 6,478      $ 603,084         100.0 %  
Cost of sales, including certain buying, occupancy and warehousing expenses       377,801         62.0 %      8,536        369,265         61.2 %  

         
  

         
  

        
  

        
  

         
  

Gross profit (loss)       231,761         38.0 %      (2,058 )      233,819         38.8 %  
Selling, general and administrative expenses       158,491         26.0 %      3,239        155,252         25.8 %  
Depreciation and amortization       34,880         5.7 %      444        34,436         5.7 %  

         
  

         
  

        
  

        
  

         
  

Operating income (loss)       38,390         6.3 %      (5,741 )      44,131         7.3 %  
Other income, net       4,512         0.7 %      —          4,512         0.7 %  

         
  

         
  

        
  

        
  

         
  

Income (loss) before income taxes       42,902         7.0 %      (5,741 )      48,643         8.0 %  
Provision (benefit) for income taxes       14,577         2.4 %      (2,195 )      16,772         2.7 %  

         
  

         
  

        
  

        
  

         
  

Net income (loss)     $ 28,325         4.6 %    $ (3,546 )    $ 31,871         5.3 %  
         

  
         

  
        

  
        

  
         

  

Net income (loss) per basic common share     $ 0.15         $ (0.02 )    $ 0.17       
Net income (loss) per diluted common share     $ 0.14         $ (0.02 )    $ 0.16       
Weighted average common shares outstanding—basic       194,683           194,683        194,683       
Weighted average common shares outstanding—diluted       196,633           196,633        196,633       

(1) Represents 77kids store and online business operating results, as well as home office and other costs directly attributable to 77kids 
operations. 



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

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

(unaudited)  
   

   

   

     Fiscal 2011   

     

American Eagle  
Outfitters, Inc.  
(GAAP Basis)     77kids (1)     

Non-GAAP 
 

Items (2)     

American Eagle  
Outfitters, Inc.  
(Non-GAAP  

excluding 77kids and  
Other Non-GAAP  

Items)   

              
% of  
Sales                        

% of  
Sales   

Net sales     $ 3,159,818         100.0 %    $ 39,753      $ —        $ 3,120,065         100.0 %  
Cost of sales, including certain buying, occupancy and 

warehousing expenses       2,031,477         64.3 %      56,006        —          1,975,471         63.3 %  
         

  
         

  
        

  
        

  
        

  
         

  

Gross profit (loss)       1,128,341         35.7 %      (16,253 )      —          1,144,594         36.7 %  
Selling, general and administrative expenses       735,828         23.3 %      17,705        5,536        712,587         22.9 %  
Loss on impairment of assets       20,730         0.7 %      1,552        19,178        —           0.0 %  
Depreciation and amortization       140,647         4.4 %      2,689        —          137,958         4.4 %  

         
  

         
  

        
  

        
  

        
  

         
  

Operating income (loss)       231,136         7.3 %      (38,199 )      (24,714 )      294,049         9.4 %  
Other income (expense), net       5,874         0.2 %      —          (677 )      6,551         0.2 %  

         
  

         
  

        
  

        
  

        
  

         
  

Income (loss) before income taxes       237,010         7.5 %      (38,199 )      (25,391 )      300,600         9.6 %  
Provision (benefit) for income taxes       85,305         2.7 %      (14,625 )      (9,725 )      109,655         3.5 %  

         
  

         
  

        
  

        
  

        
  

         
  

Net income (loss)     $ 151,705         4.8 %    $ (23,574 )    $ (15,666 )    $ 190,945         6.1 %  
         

  
         

  
        

  
        

  
        

  
         

  

Net income (loss) per basic common share     $ 0.78         $ (0.12 )    $ (0.08 )    $ 0.98       

Net income (loss) per diluted common share     $ 0.77         $ (0.12 )    $ (0.08 )    $ 0.97       
Weighted average common shares outstanding—basic       194,445           194,445        194,445        194,445       
Weighted average common shares outstanding—diluted       196,314           196,314        196,314        196,314       

     Fiscal 2010   

     

American Eagle  
Outfitters, Inc.  
(GAAP Basis)     77kids (1)     

Non-GAAP 
 

Items (3)     

American Eagle  
Outfitters, Inc.  
(Non-GAAP  

excluding 77kids and  
Other Non-GAAP  

Items)   

           
% of  
Sales                       

% of  
Sales   

Net sales     $ 2,967,559        100.0 %    $ 22,265      $ —        $ 2,945,294        100.0 %  
Cost of sales, including certain buying, occupancy and 

warehousing expenses       1,796,600        60.5 %      33,457        —          1,763,143        59.9 %  
         

  
        

  
        

  
        

  
        

  
        

  

Gross profit (loss)       1,170,959        39.5 %      (11,192 )      —          1,182,151        40.1 %  
Selling, general and administrative expenses       713,197        24.0 %      10,273        —          702,924        23.9 %  
Depreciation and amortization       140,501        4.8 %      826        —          139,675        4.8 %  

         
  

        
  

        
  

        
  

        
  

        
  

Operating income (loss)       317,261        10.7 %      (22,291 )      —          339,552        11.4 %  
Realized loss on sale of investment securities       (24,426 )      -0.8 %      —          (24,201 )      (225 )      0.0 %  
Other income, net       2,249        0.0 %      —          —          2,249        0.1 %  

         
  

        
  

        
  

        
  

        
  

        
  

Income (loss) before income taxes       295,084        9.9 %      (22,291 )      (24,201 )      341,576        11.5 %  
Provision (benefit) for income taxes       113,150        3.8 %      (8,494 )      —          121,644        4.0 %  

         
  

        
  

        
  

        
  

        
  

        
  

Net income (loss)     $ 181,934        6.1 %    $ (13,797 )    $ (24,201 )    $ 219,932        7.5 %  
         

  
        

  
        

  
        

  
        

  
        

  

Net income (loss) per basic common share     $ 0.91        $ (0.07 )    $ (0.12 )    $ 1.10      

Net income (loss) per diluted common share     $ 0.90        $ (0.07 )    $ (0.12 )    $ 1.09      
Weighted average common shares outstanding—basic       199,979          199,979        199,979        199,979      
Weighted average common shares outstanding—diluted       201,818          201,818        201,818        201,818      

(1) Represents 77kids store and online business operating results, as well as home office and other costs directly attributable to 77kids 
operations. 

(2) Non-GAAP items for Fiscal 2011 consist of $19.2 million of pre-tax store asset impairment charges for the AE and aerie brand and $6.2 
million of pre-tax executive transition costs. 

(3) Non-GAAP items for Fiscal 2010 consist of a $24.2 million loss on sale of investment securities for which no tax benefit was realized. 



77KIDS  
HISTORICAL STATEMENTS OF OPERATIONS (1)  

(Dollars and shares in thousands, except per share amounts)  
(unaudited)  

   

   

   

     Fiscal 2011 Quarterly Periods Ended   

     
April 30,  

2011     
% of  
Sales     

July 30,  
2011     

% of  
Sales     

October 29, 
 

2011     
% of  
Sales     

January 28, 
 

2012     
% of  
Sales   

Net sales     $ 6,478        100.0 %    $ 6,583        100.0 %    $ 12,407        100.0 %    $ 14,285        100.0 %  
Cost of sales, including certain buying, 

occupancy and warehousing expenses       8,536        131.8 %      10,700        162.5 %      15,695        126.5 %      21,075        147.5 %  
         

  
        

  
        

  
        

  
        

  
        

  
        

  
        

  

Gross profit       (2,058 )      -31.8 %      (4,117 )      -62.5 %      (3,288 )      -26.5 %      (6,790 )      -47.5 %  
Selling, general and administrative expenses       3,239        50.0 %      3,986        60.6 %      4,896        39.5 %      5,584        39.1 %  
Loss on impairment of assets       —          0.0 %      —          0.0 %      —          0.0 %      1,552        10.9 %  
Depreciation and amortization       444        6.8 %      678        10.3 %      784        6.3 %      783        5.5 %  

         
  

        
  

        
  

        
  

        
  

        
  

        
  

        
  

Operating loss       (5,741 )      -88.6 %      (8,781 )      -133.4 %      (8,968 )      -72.3 %      (14,709 )      -103.0 %  
Other income, net       —          0.0 %      —          0.0 %      —          0.0 %      —          0.0 %  

         
  

        
  

        
  

        
  

        
  

        
  

        
  

        
  

Loss before income taxes       (5,741 )      -88.6 %      (8,781 )      -133.4 %      (8,968 )      -72.3 %      (14,709 )      -103.0 %  
Benefit for income taxes       (2,195 )      -33.9 %      (3,358 )      -51.0 %      (3,444 )      -27.8 %      (5,628 )      -39.4 %  

         
  

        
  

        
  

        
  

        
  

        
  

        
  

        
  

Net loss     $ (3,546 )      -54.7 %      (5,423 )      -82.4 %      (5,524 )      -44.5 %      (9,081 )      -63.6 %  
         

  
        

  
        

  
        

  
        

  
        

  
        

  
        

  

Net loss per basic common share     $ (0.02 )      $ (0.03 )      $ (0.03 )      $ (0.05 )    

Net loss per diluted common share     $ (0.02 )      $ (0.03 )      $ (0.03 )      $ (0.05 )    

Weighted average common shares 
outstanding—basic       194,683          194,909          194,378          193,798      

Weighted average common shares 
outstanding—diluted       196,633          196,578          195,985          195,913      

     Fiscal 2010 Quarterly Periods Ended   
     May 1,     % of     July 31,     % of     October 30,     % of     January 29,     % of   
     2010     Sales     2010     Sales     2010     Sales     2011     Sales   
Net sales     $ 3,342        100.0 %    $ 2,761        100.0 %    $ 6,658        100.0 %    $ 9,504        100.0 %  
Cost of sales, including certain buying, 

occupancy and warehousing expenses       4,769        142.7 %      4,363        158.0 %      9,769        146.7 %      14,556        153.2 %  
         

  
        

  
        

  
        

  
        

  
        

  
        

  
        

  

Gross profit       (1,427 )      -42.7 %      (1,602 )      -58.0 %      (3,111 )      -46.7 %      (5,052 )      -53.2 %  
Selling, general and administrative expenses       1,578        47.2 %      1,752        63.5 %      3,509        52.7 %      3,434        36.1 %  
Depreciation and amortization       71        2.1 %      98        3.5 %      270        4.1 %      387        4.1 %  

         
  

        
  

        
  

        
  

        
  

        
  

        
  

        
  

Operating loss       (3,076 )      -92.0 %      (3,452 )      -125.0 %      (6,890 )      -103.5 %      (8,873 )      -93.4 %  
Other income, net       —          0.0 %      —          0.0 %      —          0.0 %      —          0.0 %  

         
  

        
  

        
  

        
  

        
  

        
  

        
  

        
  

Loss before income taxes       (3,076 )      -92.0 %      (3,452 )      -125.0 %      (6,890 )      -103.5 %      (8,873 )      -93.4 %  
Benefit for income taxes       (1,169 )      -35.0 %      (1,304 )      -47.2 %      (2,630 )      -39.5 %      (3,391 )      -35.7 %  

         
  

        
  

        
  

        
  

        
  

        
  

        
  

        
  

Net loss     $ (1,907 )      -57.2 %      (2,148 )      -77.8 %      (4,260 )      -64.0 %      (5,482 )      -57.7 %  
         

  
        

  
        

  
        

  
        

  
        

  
        

  
        

  

Net loss per basic common share     $ (0.01 )      $ (0.01 )      $ (0.02 )      $ (0.03 )    

Net loss per diluted common share     $ (0.01 )      $ (0.01 )      $ (0.02 )      $ (0.03 )    

Weighted average common shares 
outstanding—basic       207,718          201,764          195,590          194,878      

Weighted average common shares 
outstanding—diluted       210,285          203,153          197,323          196,789      

(1) Represents 77kids store and online business operating results, as well as home office and other costs directly attributable to 77kids 
operations. 



EXHIBIT 99.2 

American Eagle Outfitters, Inc.  
First Quarter 2012  
Conference Call Transcript dated May 23, 2012  

Operator: Greetings and welcome to the American Eagle Outfitters first quarter 2012 Earnings Conference Call. At this time, all participants 
are in a listen-only mode. A 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 for American 
Eagle Outfitters. Thank you, you may begin.  

Judy Meehan- American Eagle Outfitters, Inc.- VP IR: Good morning, everyone. Joining me today are Robert Hanson, Chief Executive 
Officer, Roger Markfield, Executive Creative Director, and our Controller, Scott Hurd. Before we begin today’s call, I need to remind you that, 
during this conference call, we will make certain forward-looking statements. These statements are based on information that represents the 
Company’s current expectations or beliefs. The results actually realized may differ materially from those expectations or beliefs based on risk 
factors included in our quarterly and annual reports filed with the SEC.  

Our comments today will focus on results excluding 77 Kids. Please refer to the adjusted operating statement accompanying the press release. 
We’ve also posted a first quarter financial supplement on our website. Now, I’ll turn the call over to Robert for his opening remarks.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thanks, Judy, and good morning, everyone. I’ll start with highlights of the first 
quarter. After Roger and Scott give additional color on the quarter, I’ll come back and provide an update on our five near-term priorities. We’re 
pleased with the progress demonstrated by our first quarter performance. Net sales rose 18% and adjusted EPS increased 38%, which came in 
above our planned and early expectations. Strong demand enabled us to pull back on planned promotions and top line growth helped mitigate 
pressure from higher cotton costs. We leveraged fixed operating expense, also contributing to bottom line growth. The operating margin for the 
quarter showed year over year expansion to a rate of 9.1% compared to 7.3% last year. The improvement was good, yet we have plenty of 
opportunity relative to our historical rates, which have averaged well into the double digits.  

Now let me run through some of the first quarter highlights. We delivered on driving a competitive top line with broad-based category strength. 
Our merchandise teams did a very good job identifying and executing on current trends. Higher in-store traffic and an improved conversion rate 
were consistent throughout the quarter. Building on the fourth quarter sales momentum, we saw a 20% increase in repeat customers and their 
basket increased over last year.  

We did a good job managing markdowns and pulling back on promotional activity, which continues to be an area of opportunity. We saw 
strength within Aerie across each channel. We achieved greater productivity and improved operating margins in this business. American Eagle 
Outfitters Direct produced 22% growth this quarter and contributed an operating margin well above our average store fleet. During the quarter, 
we also had successful franchise store openings in Israel, with nine locations, as well as Japan, where our two stores experienced record 
opening results.  

This proof provides further evidence of a global appetite for the American Eagle brand. To wrap up the first quarter, I’m appreciative and 
proud of the progress the teams made and want to recognize them for their success. This was a solid first step, yet our focus is 100% on 
stronger execution and building the capabilities to sustain consistent performance over the long term. Roger, over to you.  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: Good morning, everyone. It was great to see our brand 
momentum in the first quarter, especially while pulling back on promotions. We were able to regain our position as the destination for spring 
break. We led with a powerful color story, which was distinct and reflected the energy and optimism of the AE Brand. The teams delivered 
particularly well in our core  



bottoms businesses with denim, pants, and shorts among the strongest businesses. Tops also performed well; led by color, trend, and in 
women’s, a more differentiated fashion assortment. We like what we see on the horizon and how our product teams are interpreting new trends. 

Looking ahead to back-to-school and holiday, we will build on business momentum and apply a more disciplined and distorted approach to our 
assortment plans as we target higher margin. You will notice more frequent flows of merchandise into our stores. We are not going to elaborate 
too much on it, but the goal is to create more in-store newness and turn fashion items faster. On the Marketing front, Michael and team are 
doing a great job aligning our marketing and imagery more strongly with our heritage of an optimistic American brand. We are excited about 
our upcoming marketing campaign for back-to-school, which truly captures the spirit of the AE Brand lifestyle. Within Aerie, we made nice 
progress this quarter with comps rising 20% driven by bras and undies. The intimate teams are doing a really nice job sharpening our focus and 
driving newness in the bra and undie business.  

This year, Aerie Intimates is all about innovation and newness, with nine bra launches planned, which is more than double last year. Our goal is 
to be a dominant player in this category and after several years of building the brand and fine-tuning the merchandise, we feel that we are on 
track. Lastly, a few weeks ago, we sharpened the Aerie brand DNA and we’ll be doing the same thing for the AE Brand shortly. We are 
committed to delivering leading assortments and we’ll strive to elevate our brands and drive the very best customer experience. Scott will now 
cover the financial results.  

Scott Hurd- American Eagle Outfitters, Inc.- Controller: Good morning. Total consolidated first quarter sales increased 18% to $709 
million compared to $603 million last year. Sales productivity was driven by a comparable store sales increase of 17%, including e-commerce. 
By business, AE Brand comps increased 17%, Aerie was up 20%, and AE Direct increased 22%. Within the AE Brand, mens and women’s 
comps were equally positive. Comps were also positive across all geographic regions including Canada. Strong traffic and conversion drove a 
low double-digit increase in the number of transactions.  

The average transaction value increased in the mid single-digits with AUR essentially flat and positive units per transaction. Gross profit of 
$275 million increased 18% to last year. The gross margin rate was flat at 38.8%. Rent and other non-merchandise costs leveraged 220 basis 
points as a result of the strong comps. The merchandise margin declined 220 basis points, reflecting higher product costs primarily related to 
cotton. The pressure from cotton was less than the fourth quarter as we continued to sell-through higher cost product. Less promotional activity 
resulted in a 50 basis point improvement in our markdown rate.  

SG&A expense increased 15% to $179 million, leveraging 60 basis points to a rate of 25.2%. The dollar increase was primarily driven by 
incentive compensation and variable selling expense incremental to last year. Depreciation and amortization declined $2 million to $32 million 
and leveraged 120 basis points. The decline related to maturing assets and store impairments. Within other income, we received settlement 
recoveries of $3 million related to auction rate securities. This also favorably affected the first quarter tax rate, which was below our effective 
rate of 38%.  

The operating margin of 9.1% improved 180 basis points to last year. Robert already touched on EPS growth for the quarter, but we want to 
reiterate that our focus is on consistent improvements in bottom line results. Sales growth will be important, but will only be pursued where we 
are confident that we can get the required returns.  

Now turning to the balance sheet, we ended the quarter with inventory of cost per foot up 14% related to unit increases, with a slight decline in 
cost. We expect second quarter ending inventory to increase in the mid single-digits. We generated strong cash flow, ending the quarter with 
cash and investments of $722 million, up from $605 million a year ago. On store activity during the quarter, we opened seven locations; 
primarily outlets. We also closed seven locations, including one Aerie store. We are still on target to open an additional nine stores this year. 
We also plan to remodel 55 to 65 stores. At quarter end, we had 34 international franchise locations in 12 countries, which contributed 
approximately $0.01 per share.  

Now our outlook, which excludes the 77 Kids operating performance, exit costs, and other potential restructuring charges unrelated to the Kids 
business. For the year, we expect EPS of $1.16 to $1.22, which assumes comp store sales growth in the low to mid single-digit range. The new 
level of EPS guidance simply adjusts for the $0.10, 77  



Kids operating loss that was embedded in our previous annual guidance. We expect the partial recovery of IMU in the second half of the year, 
due to lower cotton costs. In addition, inventory efficiencies will begin to take hold, yet we remain cautious on the competitive environment 
and have assumed that a level of promotional activity will continue.  

We will tightly manage operating expenses as we balance advertising investments, incremental selling and incentive compensation with an 
ongoing focus on operating efficiencies and cost reductions. Depreciation and amortization is expected to decline in the mid single-digits due to 
maturing assets and store impairments taken in the fourth quarter of 2011. For the second quarter, assuming comps of positive mid single digit, 
we expect EPS to be in the range of $0.13 to $0.15 compared to an adjusted $0.13 last year. Now back to Robert.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thanks, Roger and Scott. With one quarter now behind me, I have deeper insights 
into the organization and an appreciation for our key strengths and where our execution and capabilities need to be improved. While still early 
days, we’ve begun prioritizing and focusing our efforts. The team and I have aligned on our top five goals, goals rooted in fortifying our core 
brands and channels to drive near end sales and margin improvement. We are also aligned on our longer-term objectives to transform American 
Eagle Outfitters from a leading domestic teen retailer into a distinctive branded multi-channel retailer that can successfully and profitably 
compete on a global stage. There’s work to be done here and this will take some time, as we will have to elevate our brands, our processes, and 
our capabilities to successfully compete outside of North America. More on this as the year unfolds.  

It’s important that we don’t get ahead of ourselves. In the near term, we have plenty of opportunities for profitable growth domestically. First, 
driving a competitive top line; we clearly saw good momentum in the first quarter. But to see sustainability over time, we need to architect our 
assortments more precisely. As Roger has said, we want to distort our talent, our investments, and our focus to be the undisputed number one 
leader in the marketplace in our core categories for which we are famous. In these “famous for” categories, we need to be relevant, on-trend, 
and top of mind. Right now, we’re close on some, but not as strong as we’d like to be.  

These categories are critical and represent the majority of our volume and profit growth. We will surround our “famous for” categories with on-
trend and competitive execution in nearing categories that complete the American Eagle look. In fashion categories, we will be faster and more 
nimble in how we plan and buy and we will use our speed sourcing capabilities to deliver on-trend merchandise more regularly to compete with 
some of our emerging competitors. We’re also working toward a more distinctive and sharper point of view for the American Eagle brand. An 
elevated customer experience is essential to our long-term success and ability to compete globally.  

This work is under way, beginning with the refreshed American Eagle brand DNA, which you will begin to see in the market starting in Q3. In 
aerie, now that we have the brand DNA properly positioned with the focus squarely on intimates, we need to optimize the business; 
strengthening productivity and profitability. We have a unique opportunity to build brand awareness by leveraging the American Eagle 
customer and our 900-plus store fleet. Our American Eagle customer who cross-shops Aerie is five times more valuable to the Aerie business. 
Our Aerie sales per foot in some of our best side-by-side and shop-n-shop locations are among the highest in the Company. We need to think 
creatively about how we can build profitable brand momentum in Aerie by leveraging the strength of our core American Eagle customer.  

Next, inventory management; we have established stronger inventory principles across the business by staying disciplined in our buying 
process and tightly aligning our sales and inventory plans. After the first quarter, we are in a stronger inventory position with unit increases 
distorted to faster turning Spring categories. For the Fall season, we’ve reduced the styles on back stock to only the most productive. This is our 
greatest short-term focus to deliver returns to our shareholders.  

Third, e-commerce. We have significant runway for growth by delivering a differentiated multi-channel platform over the next several years. 
Some clear opportunities in the near term include elevating the brand and product experience and strengthening the presentation for the 
categories for which we are famous, achieving a more effective integration of our social media platforms and developing a customized and 
personalized shopping experience for our most loyal customers.  



Fourth, our brick and mortar store fleet is currently under a comprehensive market-by-market, store-by-store review, focused on maximizing 
productivity in our top volume doors. We’re reviewing opportunities to consolidate markets and selectively close stores. We’re also looking to 
accelerate outlet store openings and expect to more than double the store base from 67 today. Rebalancing our store fleet over time represents 
another shareholder return opportunity. More to say on this a little later in the year.  

Fifth, we need to better leverage our capabilities in corporate infrastructure. We are aligning our organizational structure to strengthen the focus 
on brand and customer experience, channel management, and to refine our corporate infrastructure to more productively serve both.  

Finally, we made the decision to close the 77 Kids business. While making these decisions are never easy, it’s absolutely critical that we 
concentrate our efforts, our talent, and our resources on businesses with the highest potential return.  

In closing, the team should be very proud of the results we’ve achieved this quarter. Yet, we will stay humble and hungry, recognizing we’re in 
a highly competitive market and just beginning to address shifts in our strategies; all of which are aimed at reporting many more quarters like 
this one and delivering consistent return to our shareholders. Thanks for listening and now we’ll take your questions.  

Operator: (Operator Instructions) Randy Konik, Jefferies & Company.  

Randy Konik- Jefferies & Company- Analyst: Robert, first, on the five priorities, is there one, which one would we see the most progress on 
first and which one would take the longest out of the five? Obviously, you do a good job of talking about everything through a returns lens and 
it was really refreshing to get the kids business closed. When you talked about the word optimize Aerie, can you elaborate on that optimization 
a little bit? How can we get the margins up? Does it mean closing stores, focusing on side-by-side or store within a store? Can you just give us 
a little more color there? Thanks.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Sure. Thanks for the questions. Honestly, I want to give the team credit for the 
success that they’re driving on the top line at the moment, because obviously, they’ve been working on that for the last year. I would say our 
results in the first quarter indicate the momentum that the product teams have been able to deliver, and we’ll be focused on driving that moving 
forward.  

Relative to what I think we as a team can do, on the agenda that we’ve established together since I’ve joined the Company, the second priority, 
which is really optimizing margin flow through is probably the one that we are the most focused on, that we’re going to go after the most 
aggressively, the most quickly, and will deliver the greatest returns to our shareholders this year. In terms of what is probably going to take 
more time, we are planning on rebalancing our distribution across a multi-channel fleet, which combines distribution through direct, our main 
line stores and outlet.  

We’ve got a very profitable store fleet. We have about 1,070 stores now with the Kids closure and all but 25 of those stores are profitable. Even 
within those 25 stores, many of them are cash flow positive. We want to go through a process of selectively rebalancing the fleet, selectively 
pruning and closing stores where it makes sense financially or where we have other market growth opportunities, so that will take some time.  

Relative to your question on Aerie, I want to use an example of my recent trip up to Boston. We have a side-by-side location in Natick Mall 
and we have a shop-in-shop location in Quincy. Those stores are among the most productive in the fleet, delivering about four times the 
average sales per square foot of the Aerie fleet and among the most productive of the entire Company. Our intent is to focus on how to leverage 
the American Eagle Outfitter customer.  

We know that the American Eagle customer who buys bras in Aerie is worth five times the average Aerie customer. Side-by-side and shop-in-
shop locations where we can secure them make a lot of sense, and our goal would be to have a multi-channel distribution strategy for Aerie, 
including direct, side-by-side and shop-in-shop where we can get them, and obviously, an outlet business including side-by-side outlets over 
time.  



Randy Konik- Jefferies & Company- Analyst: Thanks a lot.  

Operator: Anna Andreeva, FBR Group.  

Anna Andreeva- FBR Capital Markets- Analyst: Good morning, guys, and congratulations on strong momentum in the Business.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thanks, Anna.  

Anna Andreeva- FBR Capital Markets- Analyst: Just looking at the comp guidance of we’re up to low to mid single-digits for the year. You 
guys just did 16 and guiding for 5, obviously very strong top line momentum. It would almost imply negative comps in the back half to get to 
that low single-digit number. Is there anything from the inventory constraint that would make you guys comp negatively? I understand the 
competitive environment out there being difficult. Maybe talk about that and how should we think about inventories in the back half?  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Let me take the first shot at it and then I would like Roger and Scott to also 
comment. We have always said that we were going to be providing guidance that’s rooted in low to mid single-digit comps. You clearly know, 
given the momentum we had in the back half of 2011, that we’ll be coming up against much tougher comp comparisons in Q3 and Q4 of this 
year. We are just being thoughtful about how to compete profitably in the back half of the year. It’s a competitive environment. We’re prepared 
to compete, as we’ve said in past calls.  

We’re focused on brand and product and mitigating the promotional activities that occurred last year and at the same time, we’re prepared to 
compete as we need to. We always thought that our comp performance would be stronger in the first half of the year, but we still believe we’ll 
be positively comping in the second half of the year.  

Even with our inventory strategies, which are focused on improving margin flow through, profit flow through, we believe we’ll be in stock, in 
position to deliver a comp sales increase in the back half of the year. That’s what we’re focused on delivering, but we are conscious of the fact 
that we’re coming up against much more tough comparisons. Roger?  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: I think you answered it quite well. The fourth quarter last 
year, remember, was a highly competitive environment. We promoted much more than we wanted to promote and our inventories were a bit 
high. Obviously, that drives volume, but it doesn’t drive profitable volume, so the trend of our Business is very good. We’re really happy with 
where we stand and we’ll see what happens.  

We think we’ve done all the right things at this point, because we’ve just finished holiday for both third and fourth quarter. Perhaps it might be 
better than that which we want to go on right now, but for the moment we think this is the right guidance.  

Scott Hurd- American Eagle Outfitters, Inc.- Controller: Looking ahead to inventory, we see inventory up in the mid single-digits in Q2 
and down in the mid-teens in the back half.  

Anna Andreeva- FBR Capital Markets- Analyst: Thanks so much guys and congratulations.  

Operator: Janet Kloppenburg, JJK Research.  

Janet Kloppenburg- JJK Research- Analyst: Congratulations.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thanks.  

Janet Kloppenburg- JJK Research- Analyst: Roger, if you could address this color denim trend, and if you think the velocity of the business 
can be maintained in the back half? Because I think its been a big component of your comp driver this Spring. I’d also like clarification on the 
inventory being down mid-teens. I think that’s in dollars. What’s the outlook for units?  



For Robert, I was wondering if you could just talk a little bit about your plans for Aerie. It sounds like you want to add some carve outs in the 
stores to capture the traffic you have. I’m wondering if that will happen sooner rather than later, or if your work on further refinement of the 
assortments in the brand before we see expansion there. Thanks so much.  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: Colored denim and colored shorts and colored capris and 
crops are doing quite well. We see it, certainly, happening and continuing into the back-to-school and fall, and our plans are, in the future, not 
to be talked about at this moment.  

Scott Hurd- American Eagle Outfitters, Inc.- Controller: Janet, you’re correct. The mid-teens was dollars. We’re seeing high single digit 
reductions in units in the back half.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Janet, regarding Aerie, just to set some context for Aerie, I think it’s important 
because we obviously made the decision to close the 77 Kids business, which was in the best interest of our shareholders. We believe in the 
Aerie brand for a number of different reasons. But importantly, it’s, as I mentioned in the last quarter call, it’s close to breakeven on a four wall 
basis and profitable all in, including all channels of distribution.  

Our intent moving forward, now that we’ve sharpened the DNA of the brand, we’ve got the overall customer positioning squarely rooted in 
intimates. As Roger has said it’s all about bras, undies, sleep, lounge, swim, beauty, and fragrance. Now that we’ve got the brand positioned 
with that level of focus, what we want to do is to look at how to take advantage of our broad and loyal American Eagle Outfitters customer 
base and expose Aerie to them more often. That would imply a distribution strategy that would be multi-channel.  

We’ve got a large Direct business at the moment. It’s one of the highest growth and most profitable aspects of the Aerie business at the 
moment. We have a main line fleet, which is mixed in its performance. We have a number of stores that don’t achieve our returns goals and we 
have a number of stores within the fleet that do, so that will take some time to rebalance.  

You’re aware that we impaired some stores at the end of 2011. We’re going through the process of really evaluating how to address those 
impairments over time; most likely to be pursuing closures of a number of those doors, at the time of the lease provision. But our intent would 
be to look at how we could execute a more robust side-by-side, or shop-in-shop strategy with Aerie.  

That will take some time. We have a number of AE stores that are large enough to accommodate either a side-by-side or shop-in-shop, but that 
will take some time to execute, as well as to negotiate with our landlords. Our intent would be to look at where we can execute that across our 
entire fleet. As we develop the Outlet business, our intent would be to look at outlets that would include a side-by-side location for Aerie.  

Operator: Jennifer Davis, Lazard Capital Markets.  

Jennifer Davis- Lazard Capital Markets- Analyst: Let me say congratulations to everyone. Roger, the stores look great, and Robert, you’ve 
made some tough decisions in a pretty short amount of time. I know that’s been difficult, but congratulations to everyone.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thanks, Jennifer.  

Jennifer Davis- Lazard Capital Markets- Analyst: Could you talk a little bit about share repurchase plans? You talked a little bit about 
shareholder returns so what’s your view on that? Have you thought about that at all? Do you have an opportunity to, I think you addressed this 
a little in the last question, but do you have an opportunity to expand Aerie in stores where I think you had some expanded, or had some 
accessories components? Like do you have an opportunity to add Aerie, and what percent of stores have a full Aerie assortment in terms of the 
bras and the panties, that business? Thanks.  



Robert Hanson- American Eagle Outfitters, Inc.- CEO: Sure. Well on capital allocation, I’m going to repeat what I said last quarter. I’ll try 
to provide a little bit more context for it. Our first priority is to invest in our Business to support future growth, with a sharp focus on return on 
invested capital. But as a part of a comprehensive strategic review over the next several months, we’ll be looking at capital allocation, which 
would also include dividends and share repurchases. Just a little bit of background, during 2011, we repurchased 1.4 million shares at a cost of 
about $15 million.  

Since 2005, we’ve returned about $1.6 billion to our shareholders through share repurchasing. We’ve currently got about 13.1 million shares 
remaining under authorization, and continue to evaluate share repurchases with our Board of Directors as a way of returning cash to our 
shareholders. We obviously have a nice dividend at $0.11 per quarter. It’s at the highest end yield of our competitive set, so our intent would be 
to continue to operate in that environment. We’ll keep you posted as the plan gets further defined over the next several months.  

Related to Aerie, we’re in the process of a comprehensive fleet review right now, and so I don’t want to give you any percentages relative to 
where we think we might have those opportunities. What I will say to you is that we have about 10% of the fleet currently with side-by-side or 
shop-in-shop locations, a little under that. But more importantly, we have Aerie products, specifically the Fit product, as well as undies, in all 
of the American Eagle Outfitters fleet at the moment.  

We are beginning to take more advantage of the American Eagle Outfitters customer to build momentum behind the Aerie business. We saw 
nice improvement in all of the productivity metrics, across the Aerie brand in the first quarter and feel very confident that, as we execute the 
strategy that I’ve articulated this morning, we can get that business really growing in a nice manner.  

Operator: John Morris, Bank of Montreal.  

John Morris- BMO Capital Markets- Analyst: My congratulations to everybody on the team as well. Roger, you’ve touched on it a little bit, 
but want to get a little bit more color if I can. You said some things that were pretty intriguing in your prepared remarks talking about the 
opportunity for back-to-school. You mentioned targeting higher margin.  

I’m wondering, is that, I know you don’t want to get into specifics, but are you talking about classifications? What’s the thought process with 
respect to what you meant by that in particular? Also talking about introducing maybe some or turning fashion items faster, I think is the term 
that you used. Are you talking about increasing the amount of fashion content in the assortment?  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: John, it’s two things if I can address for you. It’s by 
category, where we think that where the store of the destination for our customer. We clearly understand that we are the destination for denim. 
But within denim, there are many ways for us to build this momentum and the beauty of denim, it’s a very difficult business for other people to 
enter into.  

It’s a very complicated business. The dimension of silhouette, of fabric, of wash is a combination that doesn’t take place in other categories of 
merchandise, so it’s within denim. For the first time in many, many years, we’re actually embarking on a national campaign with a great 
marketing team that we now have back in place, along with a great outside agency. This campaign for back-to-school within, obviously, the 
denim sphere we think will be quite outstanding.  

On the fashion front, it’s all about balance. Our concept teams and our design teams have never been better, and the testing processes that we 
have in place and the disciplines are really allowing us to have fashion that’s working for us. And what Robert keeps driving at, and correctly, 
is the cycle of the fashion items should be shorter and they should be more frequent. And that will give us the fresh flows to our stores, and the 
girls — All of our operating metrics are so positive now; the conversion factor, the traffic factor, the average unit retail factor, they’re really 
responding to what you’re all congratulating us on, in terms of the balance between the core items and the fashion elements of our business.  

Operator: Tom Filandro, SIG.  



Tom Filandro- Susquehanna Financial Group / SIG- Analyst: I have to add my congratulations, as well, to the entire team. Roger, I want to 
ask you a quick one on back-to-school. You gave us a little color. Can you tell us a little bit about how you’re preparing, in terms of where now 
and when we should see peak back-to-school this year, as back-to-school continues to be pushed out later and later? Then if you guys could 
speak a little bit to the quarter performance in maybe accessories, shoes, jewelry, personal care, and just any thoughts around those categories 
from Robert would be very helpful? Thank you.  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: On the sequencing of back-to-school, Tom I don’t want to 
give too much information out, but let me say that we’re doing two sets this year. One set is a bit earlier than last year and it’s a much more 
wear now and it’s quite good. When I finish this conference call, I’ll be out in the lab stores reviewing what we’re calling back-to-school II 
which is really the denim impact. The teams didn’t know, but I kind of took a sneak preview last night and it’s quite exciting. You will have 
two this year.  

Tom Filandro- Susquehanna Financial Group / SIG- Analyst: Thank you.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Tom in terms of the questions you asked about the other categories, I want to come 
back to the strategy that Roger and I have been articulating for our product assortments moving forward, because it’s really where we intend to 
distort our talent and our investments and our attention moving forward. We are clearly in a nice cycle on bottoms.  

There’s a lot of fashion trends that are being driven from the bottoms side of the business at the moment, many of which Roger mentioned in 
his comments. We want to pour fuel on that fire. We want to make sure that we’re the undisputed leader in those businesses. So that’s our 
number one priority. Those are categories that we’re famous for, in addition to the few others that Roger mentioned.  

Relative to the near in categories, they would be our second priority to complete the overall look of the American Eagle Outfitter brand. The 
categories that you mentioned, with the exception of footwear, which I’ll come back to in a moment, are categories we want to compete in, but 
they’re not categories we want to lead in. They are categories that would represent an incremental purchase opportunity. But fundamentally, we 
want to distort our investments behind the “famous for” categories, we want compete aggressively in the near end. We want to buy fashion 
tight and chase it, so we’re chasing the future and not fixing inventory issues from the past.  

The exception to the categories that you mentioned would be footwear. Footwear is a huge business for us. It’s a proprietary business, 
especially in our direct channel. We’ve got a unique position among our competitive set in that business, and we intend to maintain it, so that 
would be an area of strong focus for us.  

Tom Filandro- Susquehanna Financial Group / SIG- Analyst: Thank you very much. Best of luck.  

Operator: Evren Kopelman, Wells Fargo.  

Evren Kopelman- Wells Fargo Securities, LLC- Analyst: I had a question on the outlet stores. You mentioned you planned to double the 67 
that you have. Can you talk a little bit more about what have comp trends been different at those outlet stores than the rest of the chain over the 
past year? Do you have different product or different pricing? And also, how do four wall margins compare to the mall stores? Thank you.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Sure, Evren. Thanks for the question. On the outlet business, just to set some 
context on its importance for us, relative to the competitive set, which has, on average between kind of 15% and 20% of their business in the 
outlet channel, we’re underpenetrated at about 7%, which is why this is an area of focus for us. Importantly, outlets are a profitable distribution 
opportunity for us, in that they, last year, delivered about a 26% operating margin and four wall margin, but on a run rate basis, we expect them 
to be in the 30%-plus range, so it’s clearly a nice opportunity.  

Our intent, similar to other successful outlet competitors, is to have a blend of presentation product, product that is made exclusively for the 
outlets, and clearance. That’s generally what the outlet shopper is looking for, and our  



pricing strategies on our presentation product would be exactly the same as they would be in our main line doors. That would probably be 
around 40% to 50% of the mix of the product. We would see probably 40% of the mix of the product be in made for outlet product and the 
balance would be in clearance, so it’s a strong focus for us.  

We have a lot of runway, obviously, given we’re underpenetrated versus the competition, and it’s an important profit builder. We also get an 
incredibly strong payback and a quick return from those stores.  

Operator: Paul Lejuez, Nomura Group.  

Paul Lejuez- Nomura Securities Intl- Analyst: Can you maybe talk a little bit about comp performance by A mall versus B versus C? Also 
related to that, have you looked at performance, comp performance, when you share a mall with an Aero, Hollister, Forever 21? If you have, 
just wondering what you’ve learned maybe perhaps where you perform best or worst? Thanks.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Sure. Paul, the way I would describe it is, generally speaking, we saw broad-based 
strength in our comp performance across the entire fleet. We have been really focused, though, on making sure that we’re not over investing 
inventory in particularly the sort of D and E mall locations that are out there across the country. I would say if there was any distortion, it 
would be that we saw a slightly lower comp in those lower volume doors, but that was, in many ways, intentional, because we’re trying to flow 
the inventory to the higher performing, more visible, and more productive locations, and make sure that we’re just maximizing the profitability 
of those D and E doors in particular. In terms that — we do analyze our business, although we won’t report it specifically. We analyze our 
business relative to the competitive set out there, and we are seeing, like I said, broad-based strength.  

The one thing I think you’ll find interesting is we are very conscience of the fact that some of our competitors are looking at closing locations. 
We’ve analyzed how we perform relative to our total store fleet in mall locations where we have had a competitor close. We’ve actually seen 
the comps operating at about one-third higher in those locations than the balance of the fleet. We see an opportunity out there for us as the 
whole sector is looking at rebalancing their distribution.  

Operator: Adrienne Tennant, Janney Montgomery Scott.  

Adrienne Tennant- Janney Montgomery Scott- Analyst: I don’t know what happened, but I think I was congratulating you.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thanks, Adrienne. Welcome back.  

Adrienne Tennant- Janney Montgomery Scott- Analyst: Robert, if you can talk about, when we first met, you’d said maybe 90 days hence, 
you would have a very clear definition of who that target customer is. I was wondering if you could share that with us? For Roger, I was 
wondering if you could talk about what you’re going to do with fall initial tickets? For Scott, just a clarification on the inventory. Down high 
single-digit units, down mid-teen dollars. What is the mix of mix shift to bottoms versus the AUC component of that, and can you do the same 
analysis for us on AUR for the back half? Thank you very much.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Sure. Adrienne on the target customer, I think we’re in the process of having that 
discussion as we’re sharpening our overall approach to executing American Eagle Outfitters and Aerie into the marketplace. We’ve updated the 
DNA of the brand, as we mentioned. I think our view is we want to try to make sure we’re thinking about our target more in psychographic 
terms more so than in demographic terms. But if you were to ask us to pin it down, I think we’re trying to slightly elevate the age range appeal 
to the American Eagle Outfitters brand.  

We have a really strong and loyal customer among the teen customer, but our target, we have our male and female muses that we focus on 
building our line and marketing and our customer experience around. We see them as early 20s, multi-ethnic, ideal teen American lifestyle 
customer and as Roger said, optimistic and open, and that’s how we tend to position the brand. I think very unique positioning in our sector, in 
that we want the brand to be seen as a very democratic brand, a very open brand, a brand that is about individuality and individual style, to be 
broadly  



appealing to an increasingly multi-ethnic customer base out there. If we were to pin it down to that age range for American Eagle Outfitters, it 
would be in the low 20s.  

Adrienne Tennant- Janney Montgomery Scott- Analyst: Okay, great.  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: On the front of the pricing strategy, better quality product, 
better fashion product gets a higher average unit retail. Keep in mind our intent is that we’re a value player with great fashion and great quality, 
so we’re very careful on how we price product. With that being said, obviously, with our product getting that much better, we’re getting a 
higher average unit retail and obviously, cost is starting to come down, so we’re getting the benefit both ways.  

Scott Hurd- American Eagle Outfitters, Inc.- Controller: Adrienne, related to the back half inventories, so mid-teen on the dollars, low 
single on the units. Our work here is really to address the back stock that we had last year. We will continue to drive the bottoms business, as 
Robert stated earlier. We are planning AURs to be flat to up low single-digits, but not much of a mix shift; really more about the inventory 
principles that we discussed earlier to turn faster, and again, to drive the bottoms business.  

Operator: Richard Jaffe, Stifel Nicolaus.  

Richard Jaffe- Stifel Nicolaus- Analyst: Well done, team, really terrific.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thanks, Richard.  

Richard Jaffe- Stifel Nicolaus- Analyst: Quick question on a comment on depreciation in the fourth quarter. Were you just referring to the 
store impairment charge last year or was there something else to it that I missed?  

Scott Hurd- American Eagle Outfitters, Inc.- Controller: The store impairment charge last year and as we moved through the year, 
obviously the Kids will have an impact, as well, and the closing of underperforming stores, or less profitable stores that you heard about in the 
first quarter.  

Richard Jaffe- Stifel Nicolaus- Analyst: Got it. Just a question on inventory today, with it up quite a bit and the goal of having a leaner 
inventory and a faster turning inventory, wondering what the content looks like today, and how much change you think has to take place to get 
to that faster turning fashion assortment and inventories more in line?  

Scott Hurd- American Eagle Outfitters, Inc.- Controller: In terms of the inventory up today, the 14%, we made investments in shorts. We 
had strong selling in the first quarter, as you’ve heard, so we did reinvest in shorts. Our Bra business was comping up 50% in the first quarter 
as well, so further investments to fuel that business and then inventory then in the past would have been sent to a third party. We are moving 
into our outlets to fuel the growth there, as well.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: The thing I would add, Richard, is I would say that just to reinforce what we said is 
you’d see a linear improvement throughout the year in our ability to implement against the inventory strategies that we’ve articulated since 
we’ve been working together. We’re pleased with the margin flow through that we’re able to deliver in the first quarter. We intend to have that 
continue.  

You’ll see, as we mentioned, the most obvious evidence of our improved inventory strategies coming through in the third and the fourth 
quarter. Just as a reminder, we had a tremendous amount of inventory invested in model stock and in back stock inventory in the back half of 
2011, which we just did not need because we did not use any of that stock to service customer demand. We’ve taken all of that investment out 
and that should dramatically improve our comparison starting in the third quarter.  

Richard Jaffe- Stifel Nicolaus- Analyst: Got it. Thank you.  

Operator: Erinn Murphy, Piper Jaffrey.  



Erinn Murphy- Piper Jaffray- Analyst: Let me add my congratulations on a very solid start to the year. Just a quick question, actually maybe 
Robert and Roger, if you could both provide your perspective on the current fashion cycle? Really we’re seeing a lot of strength as you 
attribute it to the bottoms. Could you maybe compare what we’re seeing thus far in Spring to the last two bottom cycles being back in denim, 
premium denim back in 2004 period, as well as the twill cycle back in the late 90s? Are you seeing this color story really serve more as a 
catalyst to continue on with the denim fabrication or maybe potentially switch to a non-denim or a twill fabrication over time? Thank you.  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: I was around in the 70s, so the 90s is easy for me to 
remember. We really are in a bottoms cycle. I think people are writing about it. The beauty of that is it’s really a business you have to 
understand, because once again, it takes into account fit and fit is a very complicated issue. It’s not like the top business that gives you a lot 
more room.  

It’ s happening in all categories of bottoms, and fortunately, the architecture of our classifications and our assortments are quite sophisticated, so 
we’re in all of the different fabrications. We’re in all of the different fits and the most important thing is not only color, but it’s how you treat 
the color within wash. When you get that combination right, you win big time and it’s a very loyal customer base who loves your fit. For 
companies who have not been involved in this cycle, it’s very difficult for them to enter into it and get it right.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Strategically, Erinn, what I would say is, just to reinforce our intent, and Roger’s 
given you all the evidence of how we’re doing, that is to distort our talent focus, our investment resources behind being the number one 
undisputed leader in our categories for which we’re famous. Obviously, bottoms, both jeans and in the future, hopefully in the twill categories, 
as well as in shorts, are clearly driving a lot of momentum for us. We seem to be in a really nice cycle and we tend to take advantage of that 
cycle for the foreseeable future.  

Erinn Murphy- Piper Jaffray- Analyst: Okay, thank you for that.  

Operator: Betty Chen, Wedbush Securities.  

Betty Chen- Wedbush Securities- Analyst: Congratulations for a great quarter.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Thank you.  

Betty Chen- Wedbush Securities- Analyst: I was wondering if you can talk a little bit and remind us what we should expect in terms of AUC 
benefit in the second half? In terms of the inventory, remind us, give us some of the opportunities in the back half and yet planning for units 
down, is it the productivity? Is that how we’re expecting comps to still come in positively along with the AUR gains? Lastly, Robert, you 
mentioned earlier that we should expect, it sounds like more frequent flows from our newness. Give us a little bit more color around what we 
should expect to happen in the stores and whether that also means we’re going to see maybe shallow deliveries, and kind of train that customer 
to buy a lot more at full price? Thanks.  

Scott Hurd- American Eagle Outfitters, Inc.- Controller: Related to average unit cost, we’re expecting the second quarter to be relatively 
flat. Looking to the back half, we’re expecting declines in the mid to high single-digits. What I would make sure we make you aware of, we’ve 
not fully booked Q4, so we still see opportunity in our Q4 numbers. Looking at the inventory, the productivity of inventory is really coming 
from a couple things. Robert touched on the fact that we had a considerable amount of back stock last year that did not service the customer. It 
was unproductive and we’re set up to turn faster in the back half and sell out on fashion, which we think will help drive our AURs.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: In terms of the flow, Betty what we’re intending to do is really buy fashion to sell 
out. What Roger and the team have been focusing on is making sure that, in our “famous for” categories, we’re leading on trend and we’re in 
stock to do business at the size level, that we take a similar approach in how we both design and execute our near in categories. But on fashion, 
we want to be extremely competitive. We want to be on trend, but we’re going to buy essentially to sell the majority of our fashion ideally at 
ticket or first mark, sell a lot less at 35% to 50% off.  



Our ideal plan would be to be constantly chasing into the next delivery on fashion, so that we can have more frequent flows to the store, keep 
the store looking extremely fresh, and keep the customer coming back, and as you said buying at ticket. So far we’ve seen some really nice 
results in the first quarter and it’s our intent to continue that momentum throughout the year.  

Operator: Roxanne Meyer, UBS.  

Roxanne Meyer- UBS- Analyst: Let me add my congratulations on the quarter. When you think about the back half and the planning for the 
Bottoms business, you talked about really putting fuel on that fire. How do you think about, alternatively, how much you’re potentially 
planning the Tops business to be down just knowing that, overall, your inventory investments are going to be down?  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: Right. Roxanne, it’s a ratio, so the Bottoms business is 
somewhat inventory-intensive, so we have to be very much sharper in terms of how we chase the Top business. The beauty of the Top 
business, the cycle is a much shorter cycle. Remember we have a speed sourcing organization in place, so we can do, from point of order, tops 
at a much faster frequency than we can do bottoms. Our ability to chase there is quite big.  

Roxanne Meyer- UBS- Analyst: Within any one quarter, within the third quarter for example, you could get back in the position if you 
wanted to or needed to?  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: Right. To give you an example and I don’t want to get too 
much detail. We have an extraction where we’re quite sophisticated, an extraction where we have 10 stores that get set for back-to-school 
earlier than all of the other stores. We read that information, and based on what we see in terms of rates of sale on a competitive basis within 
our own store, we immediately react to the last two to three weeks of a cycle. That’s what drives margins up when you get that right.  

Roxanne Meyer- UBS- Analyst: Okay, great. Just thinking about going after more of the fashion, are you planning some of your core graphic 
tees or other more basic items down as a result? How should we think about shifting out of some categories if you distort fashion?  

Roger Markfield- American Eagle Outfitters, Inc- Executive Creative Director: Right. By design, we have brought down the volume of 
the Graphic business, and that’s really working in our favor. It’s getting a bit of the older age customer, what we’re driving for. It’s allowing us 
to have more fashion and the whole balance of the store is that much better looking.  

Operator: Dana Telsey, Telsey Advisory Group.  

Dana Telsey- Telsey Advisory Group- Analyst: Congratulations. A lot of good change has happened in the past quarter. When you think of 
sourcing, when you think of product design and development, where are we on the continuum of where we can be maybe by holiday? And how 
you’re thinking about next year and does it differ by product category? Does it differ by online versus its stores? Thank you.  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Dana, I would say that the team has done a really terrific job in executing within a 
very tough environment. Everybody was hit with unfavorable cotton economics, and I think this team did a great job facing into that with a 
focus on maximizing shareholder returns. As we’ve been looking forward, the challenge that, Michael Rempell, who runs our Indian Supply 
Chain and his team have been focused on, is not only recovering the cost of cotton that Scott talked about, but through consolidating our source 
base, through having raw materials platforms that we can more effectively leverage, putting in place an opportunity to not only gain cotton 
back, but also have incremental opportunities for margin improvement by leveraging just a more effective use of our total source base.  

We have that being implemented through the back half of this year. It will be a really strong opportunity as we move into 2013 and frankly, 
will be something we’ ll always be focused on delivering against. Relative to the single  



greatest opportunity, I think we have, Roger mentioned earlier in one of his answers, about the very disciplined process we have of extracting 
as much data we can about what the consumer’s reacting to in terms of product.  

The other thing I think this team is great at that we’re just going to pour kind of a little bit more focus against, is having differentiated supply 
lanes for our customer choices. We’re going to put our “famous for” product categories down a continuous supply lane. Then in near-in or 
fashion categories, we’re going to have differentiation between what we test and scale, what we read and react to.  

We’ll put a lot more fashion around through a supply lane, which is really about delayed development so that we can be reacting to what the 
customers demanding at the moment, and making sure that we’re chasing into future ticket or first marked sales. That’s really the intent and 
feel very confident that the teams really pulled together the focus on executing that for the foreseeable future.  

Operator: Lorraine Hutchinson, Bank of America.  

Lorraine Hutchinson- BofA Merrill Lynch- Analyst: You’ve just had four quarters of outsized e-commerce growth. I was wondering if you 
could just talk a little bit about what drove that acceleration and then how you plan to continue to maintain that momentum going forward?  

Robert Hanson- American Eagle Outfitters, Inc.- CEO: Sure. As I mentioned, Lorraine, when I first got to know the Company, I was very 
impressed with the early and competitive lead that was established both in e-commerce, as well as in social media. We have about 12% of our 
Business in the e-commerce area at the moment. We have a robust platform and a really effective distribution capability within the e-commerce 
business.  

What’s been driving our Business is really very much what Roger and I have been talking about relative to the product assortment strategies. 
We have distorted our focus on “famous for” categories. We’ve got a much broader assortment of product that we can carry in the near-in 
categories as well as in fashion and our online assortments. We have some unique, web-only products, particularly if you take a look at our 
leadership position within footwear, I mentioned that earlier.  

We’ve got a marquee position competitively in the footwear category, where we carry not only our own branded products, but also partner 
products. That’s been a really strong driver of growth. Then we have a really strong CRM program and loyalty program. As I mentioned, we 
have seen a really significant increase in the loyalty engagement as we’ve executed a much stronger focus on increasing the size of our loyalty 
program. The active customer base is about 18 million customers, so we’re really leveraging that well.  

We also carry extended sizes in our offerings online. It’s a combination of the product assortment, the way we execute the assortment, the way 
we’re leveraging our database and our loyal customer base and how we’re building upon that loyalty through our CRM program, which is 
really driving momentum. Our intention is to gain share above the competitive growth rate of the market and direct for the foreseeable future.  

Judy Meehan- American Eagle Outfitters, Inc.- VP IR: Okay. That concludes our call today. Thanks for your participation. As a note, we 
are currently scheduled to report second quarter results on Wednesday, August 22. Thanks, and have a great day.  

Operator: Ladies and Gentlemen, this does conclude today’s teleconference. You may disconnect your lines at this time and we thank you for 
your participation.  


