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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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November 27, 2007

AMERICAN EAGLE OUTFITTERS, INC.
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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):
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Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

ITEM 2.02.

Results of Operations and Financial Condition
The information in this Item 2.02 of Form 8-K, including the accompanying exhibits, shall not be deemed to be "filed" for
the purposes of Section 18 of the Securities and Exchange Act of 1934 (the "Exchange Act"), or otherwise subject to the
liability of such section, nor shall such information be deemed incorporated by reference in any filing under the Securities
Act of 1933 or the Exchange Act, regardless of the general incorporation language of such filing, except as shall be
expressly set forth by specific reference in such filing.
On November 27, 2007, the Company issued a press release announcing, among other things, the Company's financial
results for the third quarter ended November 3, 2007. A copy of this press release is attached hereto as Exhibit 99.1. The
Company's Management team held a conference call on November 27, 2007 at 9:00 a.m. Eastern Time to review the
aforementioned financial results. Additionally, Management provided fourth quarter 2007 earnings guidance on the
conference call . A replay of the conference call will be available through December 11, 2007. To listen to the replay, dial
1-877-660-6853, or internationally dial 1-201-612-7415, and reference account 3055 and confirmation code 261121. An
audio replay of the conference call will also be available at www.ae.com. A copy of the conference call transcript is
attached hereto as Exhibit 99.2.

ITEM 9.01.
(c) Exhibits

Financial Statements and Exhibits

Exhibit No.
99.1*
99.2*

Description
Press Release dated November 27, 2007 announcing third quarter 2007 financial results
Conference Call Transcript dated November 27, 2007

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

AMERICAN EAGLE OUTFITTERS
Reports EPS of $0.45 for Third Quarter 2007
Provides November Sales Update and Fourth Quarter EPS Guidance
Declares Quarterly Dividend
PITTSBURGH, PA - November 27, 2007 - American Eagle Outfitters, Inc. (NYSE: AEO) today announced that earnings for the 13 weeks
ended November 3, 2007 increased 2% to $0.45 per diluted share from $0.44 per diluted share for the 13 week period ended October 28, 2006.
"In the third quarter we delivered a strong operating margin of 20.3% even though sales were below our original plan. These results reflected
the benefits from operational improvements, expense management and technologies that have become inherent in our business over the past
several years. We are committed to driving future growth by building a portfolio of brands, while at the same time delivering a strong return on
investment and profit improvements," said Jim O'Donnell, Chief Executive Officer.
November Sales Update and Fourth Quarter Guidance
The company's November month-to-date comp store sales are slightly positive. Management was pleased with the Thanksgiving weekend
driven by positive traffic trends. At this time, the company is establishing fourth quarter earnings guidance of $0.67 to $0.70 per share,
compared to $0.66 per share last year.
Third Quarter Results
Total sales for the 13 weeks ended November 3, 2007 increased 7% to $744.4 million compared to $696.3 million for the 13 week period
ended October 28, 2006. Due to the 53 rd week in fiscal 2006, third quarter comparable store sales are compared to the 13 week period ended
November 4, 2006. On this basis, the company delivered a comparable store sales increase of 2%.
Gross profit for the third quarter increased to $352.9 million, or 47.4% as a percent to sales, down from 49.5% last year. Merchandise margin
declined as a result of higher markdowns, partially offset by lower product and transportation costs. Buying, occupancy and warehousing costs
increased as a percent to sales. This was driven primarily by rent expense relating to the opening of 60 stores in the second half of the year
compared to 32 stores last year.
Third quarter selling, general and administrative expenses of $174.2 million leveraged 110 basis points as a rate to sales to 23.4%. Within
SG&A, total compensation, professional fees and supplies leveraged, while advertising increased as a percent to sales. As a rate to sales,
essentially all other operating expenses were flat to last year.
Operating income for the quarter decreased to $150.9 million from $152.5 million last year. As a percent to sales, operating income declined to
20.3% compared to 21.9% last year.
Net income decreased 2% to $99.4 million compared to $100.9 million last year. As a percent to sales net income was 13.4% compared to
14.5% last year.
Inventory
Total merchandise inventories at the end of the third quarter were $393.1 million, an increase of $44.4 million compared to last year. Inventory
(excluding e-commerce) decreased 3% on a per square foot basis from a year ago. Looking ahead, the company expects the fourth quarter
ending inventory to be down in the low single-digits.
Capital Expenditures
Through the end of the third quarter, year-to-date capital expenditures were approximately $190.5 million. For fiscal year 2007, management
expects capital expenditures to be approximately $250 million. Of this amount, around one half relates to new and remodeled stores, 20%
relates to home office, another 20% relates to distribution centers and the remaining 10% relates to IT initiatives. For fiscal year 2008,
management expects capital expenditures to be in the range of $250 to $275 million. This supports a minimum of 10% square footage growth
through the opening of approximately 135 new and 50 remodeled stores, primarily relating to AE and aerie. The 2008 capital spend also
includes substantial and critical investments in supply chain, store technology and infrastructure to support AEO direct and new concept
growth.
Stock Repurchase
During the quarter, the company completed the repurchase of 2.4 million shares of common stock for approximately $58.5 million. Subsequent
to the third quarter, the company repurchased an additional 1.0 million shares for $21.5 million. Including the subsequent repurchase, year-todate, the company has repurchased 9.9 million shares for approximately $264.7 million, leaving 20.1 million shares authorized for repurchase.

Real Estate
In the third quarter, American Eagle opened 14 new AE stores and remodeled 13 locations. Additionally, the company opened 27 new freestanding aerie stores and five new MARTIN + OSA stores. For 2007, the company is on-track to increase square footage by 10%. This includes
approximately 30 new and 53 remodeled American Eagle stores, approximately 36 free-standing aerie stores and 14 MARTIN + OSA stores.
In fiscal 2008, the company expects to grow square footage by an additional 10%, due primarily to new and remodeled AE stores and new aerie
stores.
Dividend Declaration
On November 20th, the company's Board of Directors declared a quarterly cash dividend of $0.10 per share payable on January 11, 2008 to
stockholders of record at the close of business on December 28, 2007.
Conference Call Information
At 9:00 a.m. Eastern Time on November 27, 2007, the company's management team will host a conference call to review the financial results.
To listen to the call, dial 1-877-407-0789 or internationally dial 1-201-689-8562 five to seven minutes prior to the scheduled start time. The
conference call will also be simultaneously broadcast over the Internet at www.ae.com or www.streetevents.com. Anyone unable to listen to
the call can access a replay beginning November 27, 2007 at 12:00 p.m. Eastern Time through December 11, 2007. To listen to the replay, dial
1-877-660-6853, or internationally dial 1-201-612-7415, and reference account 3055 and confirmation code 261121. An audio replay of the
conference call will also be available at www.ae.com.
****
About American Eagle Outfitters:
American Eagle Outfitters, Inc. (NYSE: AEO) is a leading retailer that operates under the American Eagle Outfitters® and MARTIN + OSA
TM brands.

American Eagle Outfitters designs, markets and sells its own brand of laidback, current clothing targeting 15 to 25 year-olds, providing highquality merchandise at affordable prices. The original collection includes standards like jeans and graphic Ts as well as essentials like
accessories, outerwear, footwear, basics and swimwear. American Eagle currently operates 855 stores in 50 states, the District of Columbia and
Puerto Rico, and 75 AE stores in Canada. American Eagle also operates ae.com®, which offers additional sizes and styles of favorite AE®
merchandise and ships to more than forty countries around the world. The American Eagle® brand also includes a Dormwear® collection,
aerie$trade;, which is available in 38 standalone stores, American Eagle stores and at aerie.com. The collection includes bras, undies, camis,
hoodies, robes, boxers, sweats and leggings for the AE girl. Designed to be sweetly sexy, comfortable and cozy, the aerie brand offers AE
customers a new way to express their personal style everyday, from the dormroom to the coffee shop to the classroom.
MARTIN + OSA, a concept targeting 28 to 40 year-old women and men, offers refined casual clothing and accessories, designed to be
valuable, irresistible, inspiring, authentic and adventurous. MARTIN + OSA currently operates 19 stores. For additional information and
updates, visit www.martinandosa.com.
****
"Safe Harbor" Statement under the Private Securities Litigation Reform Act of 1995: This release contains forward-looking statements, which
represent our expectations or beliefs concerning future events, specifically regarding fourth quarter sales and earnings, inventory, real estate,
aerie and MARTIN + OSA. All forward-looking statements made by the Company involve material risks and uncertainties and are subject to
change based on factors beyond the Company's control. Such factors include, but are not limited to the risk that fourth quarter sales,
markdowns and/or earnings expectations may not be achieved, real estate, aerie and MARTIN + OSA growth may not occur as planned and
those other risks described in the Risk Factor Section of the Company's Form 10-K for the year ended February 3, 2007 filed with the
Securities and Exchange Commission. Accordingly, the Company's future performance and financial results may differ materially from those
expressed or implied in any such forward-looking statements. The Company does not undertake to publicly update or revise its forwardlooking statements even if future changes make it clear that projected results expressed or implied will not be realized.
****
AMERICAN EAGLE OUTFITTERS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)
November 3,
February 3,
2007
2007
(Unaudited)
ASSETS
Cash and cash equivalents
Short-term investments

$

104,877
535,905

$

59,737
767,376

October 28,
2006
(Unaudited)

$

121,216
636,711

Merchandise inventory
Accounts and note receivable
Prepaid expenses and other
Deferred income taxes
Total current assets
Property and equipment, net
Goodwill, net
Long-term investments
Non-current deffered income taxes
Other assets, net
Total Assets

$

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

$

$

393,068
33,603
39,468
48,935
1,155,856
597,948
11,722
146,244
50,401
20,652
1,982,823

207,481
35,003
58,731
41,324
30,355
12,861
17,357
403,112
68,393
52,256
44,138
164,787
2,481
486,576
42,037
1,482,907
(599,077)
1,414,924
1,982,823

Current Ratio

263,644
26,045
33,720
51,886
1,202,408
481,645
9,950
251,644
30,340
15,651
1,991,638

$

$

171,150
58,371
57,543
91,934
54,554
12,803
18,263
464,618
65,114
44,594
109,708
2,461
453,418
21,714
1,302,345
(362,626)
1,417,312
1,991,638

$

2.87

$

$

$

$

213,049
46,716
52,033
32,261
25,672
10,408
18,987
399,126
65,174
47,295
112,469
2,453
433,524
26,025
1,171,184
(300,399)
1,332,787
1,844,382

2.59

AMERICAN EAGLE OUTFITTERS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars and shares in thousands, except per share amounts)
(Unaudited)
13 Weeks Ended
November 3,
% of
October 28,
2007
Sales
2006
Net sales
Cost of sales, including certain buying,
occupancy and warehousing expenses
Gross profit
Selling, general and administrative expenses
Depreciation and amortization
Operating income
Other income, net
Income before income taxes
Provision for income taxes

348,631
25,762
34,414
46,188
1,212,922
440,868
9,950
146,140
22,210
12,292
1,844,382

744,443

100.0%

391,526
352,917
174,161
27,867
150,889
6,905
157,794
58,368

52.6%
47.4%
23.4%
3.7%
20.3%
0.9%
21.2%
7.8%

$

3.04

% of
Sales

696,290

100.0%

351,966
344,324
170,431
21,392
152,501
9,080
161,581
60,636

50.5%
49.5%
24.5%
3.1%
21.9%
1.3%
23.2%
8.7%

Net income

$

99,426

Net income per basic common share

$

Net income per diluted common share

$

Weighted average common shares
outstanding - basic
Weighted average common shares
outstanding - diluted

13.4%

$

100,945

0.46

$

0.45

0.45

$

0.44

214,719

222,797

218,786

228,401

November 3,
2007

39 Weeks Ended
% of
October 28,
Sales
2006

Net sales
Cost of sales, including certain buying,
occupancy and warehousing expenses
Gross profit
Selling, general and administrative expenses
Depreciation and amortization
Operating income
Other income, net
Income before income taxes
Provision for income taxes
Net income

$

2,060,018

100.0%

$

1,092,195
967,823
497,536
80,724
389,563
26,972
416,535
156,995
259,540

53.0%
47.0%
24.2%
3.9%
18.9%
1.3%
20.2%
7.6%
12.6%

Net income per basic common share

$

Net income per diluted common share

$

Weighted average common shares
outstanding - basic
Weighted average common shares
outstanding - diluted

Total gross square footage at end of period:
Store count at end of period:

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

14.5%

% of
Sales

$

1,821,044

100.0%

$

947,090
873,954
447,872
66,062
360,020
26,144
386,164
148,964
237,200

52.0%
48.0%
24.6%
3.6%
19.8%
1.4%
21.2%
8.2%
13.0%

1.19

$

1.06

1.17

$

1.04

217,933

222,888

222,312

228,276

5,618,474

5,064,771

974

883

EXHIBIT 99.2
American Eagle Outfitters, Inc.
Third Quarter 2007
Conference Call Transcript dated November 27, 2007
Operator
Greetings, ladies and gentlemen, and welcome to the American Eagle Outfitters third quarter earnings conference call. At this time, all
participants are in a listen-only mode. A question-and-answer session will follow the presentation. (OPERATOR INSTRUCTIONS). As a
reminder, this conference is being recorded.
It is now my pleasure to introduce your host, Ms. Judy Meehan, Vice President of Investor Relations. Thank you, Ms. Meehan, you may begin.

Judy Meehan - American Eagle Outfitters Inc - VP IR
Good morning, everyone. Joining me today are Jim O'Donnell, Chief Executive Officer, Susan McGalla, President, Chief Merchandising
Officer, and Joan Hilson, Executive Vice President, Chief Financial Officer, AE Brand. If you need a copy of our third quarter press release, it
is available on our website, AE.com.
Before we begin, I need to remind everyone that during this conference call, members of management will make certain forward-looking
statements based on information which represent 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. Now, I'll
turn the call over to Jim.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
Thanks, Judy. Good morning, everyone, and thank you for joining us. Our third quarter was noteworthy on several fronts. We delivered a
strong operating margin while continuing to progress on our long term growth plans. I'm very proud of the American Eagle team. We navigated
well through a challenging quarter, and proved that our disciplines are in place to drive consistent results.
Importantly, we also identified a number of opportunities for 2008. Now, looking ahead, growth in profit expansion continued to be a major
focus and priority for American Eagle Outfitters. We will achieve growth by building our portfolio brands into market leading businesses,
maintaining discipline and strategic real estate expansion, as well as creating world class e-commerce for our customers. At the same time,
we're committed to delivering continued strong profit performance by applying our extremely high standards of operational excellence across
all aspects of our business. The third quarter was an example of this, enabling us to deliver an operating margin of 20.3%, even though sales
were below our original plan. Over the past several years, we have built in significant cost improvements, processes, procedures and
technologies, which have and will continue to drive leading operating margins.
We are improving every aspect of our business, taking advantage of our scale as we grow, while diligently ensuring that each growth initiative
is backed by sound financial planning and a healthy return on investment. Key operational initiatives under way include global sourcing
strategy which will support our brands over the long-term, it will enable us to deliver high quality merchandise in the most cost effective and
efficient manner. We are implementing new technologies and tools which enhance profitability and improve customer experience. Examples
include product allocation tools and a new point of sale system currently rolling out across our chain. These enhancements help us sell more
product to more customers through faster checkout, real time inventory visibility and ready access to customer information across the
enterprise.
As for growth opportunities, number one is maximizing the potential of the AE Brand. We believe AE Brand growth is at least $1 billion
opportunity over the next five years. And we'll get there through continued focus on dominating destination categories as well as strategic new
category expansion. aerie is always a powerful growth opportunity for us. By the end of 2007, we will have 39 aerie stand-alones with over 70
openings slated for 2008. The stores are performing well, trending to over $400 in sales per square foot. This is a strong performance for a new
brand. Ultimately, we see aerie as a 500 store opportunity and a $1 billion business.
We continue to make forward strides with MARTIN + OSA, along the lines of assortment, styles, fit and fabric. We can expect to see improved
results in the spring at which time we will assess the progress and make further refinements. We plan to open an additional 15 stores next year.
Also in 2008, M+O will launch a best in class e-commerce website that's been created specifically for this customer. Establishing MARTIN +
OSA as a national multi channel brand gives us a strong platform to generate awareness, stimulate trial and build momentum in both the
physical stores as well as the web.
Now, the next big idea, Concept 4. I'm confident Concept 4 will be a natural for American Eagle. In 2007 we completed a great deal of

research and due diligence. The new concept will leverage AEO's corporate strength and resources, and we will announce the brand details
early next year. Turning to AEO Direct, our team is creating the best possible customer experience on AE.com as part of our truly multichannel organization. AE.com is well over $200 million in annual sales today and contributing high profit margins. Our goal is to reach $500
million by 2010. Over the longer term, we also see meaningful growth from aerie.com and MARTIN + OSA and Concept 4.
Finally, beyond our U.S. growth, we are evaluating plans to enter the global marketplace, and I will be able to share more information as these
plans progress. Now I'll turn the call over to Susan.

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Thanks, Jim and hi everybody. The third quarter had several highlights that point to the strength of our brands and the success that lies ahead,
yet at the same time there were challenges on a number of levels. We have identified the areas of opportunity, made changes where appropriate,
and we are moving forward in the right direction. Speaking for myself and other key leaders across the company, we're more confident than
ever about this corporation and its ability to deliver strong performance both in the near and the long-term. The AE Brand continues to be our
top priority as the engine of this company. The brand continues to inspire loyalty and maintains a strong emotional connection with our 15 to
25-year-old customer.
Now, let me talk about the Q3 highlights. Denim as a destination AE category is a brand defining part of our business. We continue to maintain
and grow our market share, by offering customers continuous newness in terms of style, fit, fashion and wash. The latest NPD data shows that
that the AE Brand continues to hold the number one denim market share position. In addition, we increased market share from 14% to 18%
during back-to-school, compared to last year. As a brand, we are all committed to maniacal focus, inspiration and execution around AE jeans.
Next, I'm happy to talk about the AE men's business. This continues to perform very well due to on-trend collections and powerful key items
that the AE guy wants to buy and wear every day. The business is up in the high single-digits overall in Q3, and we continue to gain market
share in key destination categories. Shorts were particularly strong in Q3, along with other emerging categories like sport shirts and graphics,
which reinforce the importance of wear now during this time period. I'm extremely proud of our men's team and their accomplishments.
Moving on to women's, we continue to be a destination for our girl, however, there's opportunity for us to do better. For example, knits is a
large volume destination category that is crucial in driving the business. We simply will not rest until we own this category in women's as we
do in denim. Over the past six months, we have hired new talent and reorganized our women's business. We believe we're on track to deliver
very strong spring and summer collections. We struck an important balance that hits the right mix of fashion essentials alongside with on-trend
key items. Further, we will continue to offer very high quality merchandise at affordable prices. This is how we define our value proposition
for customers, which we believe is second to none in our sector.
On the marketing front, we're creating innovative new programs to surprise and delight our customers. 77E, AE's entertainment channel got off
to a great start with our first original content series, "It's a Mall World." In addition to the positive feedback from customers, we saw increased
traffic to our website. Next week, we launch the second original series from 77E, it's holiday focused and it's completely different from Mall
World and it's also a lot of fun. The holiday two assortment currently in stores has a strong emphasis on key items and gift giving. We have
introduced a new experience in gift cards. Customers can now select a gift card on which they can record a personal message. We're also
offering mobile gift card checkout in 50 of our busiest stores, and AE.com is now offering e-gift cards to create even more flexibility for our
customers. E-gift cards can be ordered as late as 4:00 p.m. eastern time on Christmas Day and still reach the recipient before midnight.
Over Thanksgiving weekend, our AE Holiday Wishes promotion generated a lot of excitement and buzz. We gave away over 1 million prizes
in our stores and on AE.com. Four new car winners scratched their winning cards right in our store and you can imagine the applause and
cheering from customers and associates. AEO direct sales increased 30% in the third quarter over last year. The site redesign that went live in
Q3 is demonstrating significant results, making it easier for our customers to find and buy what they want in a way that's extremely relevant to
the way they like to shop. We're very proud of the AE.com e-commerce experience. It's a big part of our 360-degree customer focus and we're
striving to be the leader in our space. If you go on AE.com today, you'll see that we raised the bar even further with an online gift guide that
will allow customers to shop by outfit, price and most wished for items.
And now, moving on to the aerie brand. We continue to gain experience, getting faster, better and stronger with every floor set and every
season. We're pleased with the new bra and undie sets that launched in Q3. At the end of October, we also launched aerie fit, our new fitness
and workout line. And while it's still very early, the initial customer response to aerie fit is quite positive. Last week, we launched aerie
personal care, which includes a complete collection of products for lips, body care and home fragrance. We're excited about the aerie gifting
opportunity this year and we will continue to deliver a uniquely feminine, fun and compelling customer experience overall.
Now let's go to MARTIN + OSA. We're making steady progress with the M+O brand, and the team continues to gel. We're encouraged about
the potential for M+O, given the significant market opportunity with this 28 to 40-year-old customer, and what we know is significant white
space in the mall. Stay tuned for more information on developments in product design and assortment, marketing and e-commerce for M+O in
the coming months. And now I would like to turn the call over to Joan.

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
Thanks, Susan. Even though sales came in below our original plan, we delivered a 20.3% operating margin for the third quarter. Key
contributors were controlled expenses and disciplined inventory management, along with the technology and processes currently in place.
Now, let me that take you through some of the key points of the quarter. Comparable store sales were up 2%, versus a 13% increase for the
same period last year. The AE Brand comp performance was driven by an increase in traffic, while maintaining a conversion rate consistent
with last year. With a lower average unit retail price, we achieved strong unit sales during the quarter. This enabled us to enter the fourth
quarter with a balanced mix of holiday and clearance inventory. In fact, clearance inventory represents a lower percentage of our total
inventory, compared to last year.
Turning to gross margin, our rate of 47.4% was a decrease of 210 basis points. Within merchandise margin, we continued to benefit from
sourcing initiatives that resulted in lower product and transportation costs. This benefit helped to lessen the impact of increased markdowns.
Also, buying occupancy and warehousing costs increased 110 basis points. This was primarily due to rent related to new stores. We are
opening 60 new stores during the second half of the year, versus 32 last year.
As it relates to selling, general and administrative expenses, it was a very well-managed quarter. We leveraged 110 basis points. Total dollars
grew at a rate of 2%, compared to a 7% growth in sales. Total compensation, professional fees and supplies were lower, as a percent of sales.
On a rate basis, advertising increased due to a planned shift in timing of marketing events. As a rate to sales, essentially all other operating
expenses were nearly flat to last year. This reflects our response to business performance during the quarter, while at the same time, we
invested in new concepts and opened 46 new stores.
We expect SG&A to leverage at a low single-digit comp in the fourth quarter, both the third and expected fourth quarter results reflect the
strong and flexible expense management that is central to our business. Now, looking at our tax rate for the third quarter, we used a net
operating loss carry-forward from Canadian operations to lower the effective tax rate to 37%. This compares to 38% last year.
Now let's take a look at our balance sheet. Inventory, excluding the direct business, decreased 3% on a per-square-foot basis. This is lower than
guidance provided on the second quarter call. It reflects changes to the timing of receipts and some planned reductions. We entered the fourth
quarter with a balanced mix of fresh inventory. In looking ahead, we expect fourth quarter inventory at cost-per-foot to be down in the low
single-digits.
Moving on, we have repurchased 9.9 million shares year-to-date for a total investment of $265 million. We have approximately 20 million
shares available under our current authorization. We expect capital expenditures for the year to total approximately $250 million. Roughly onehalf of this amount relates to new and remodeled stores. These stores deliver a strong ROI, with payback periods within 12 and 16 months,
respectively. As a result of these capital investments in our stores, we are on track to increase our growth square footage by 10% in fiscal 2007.
That number is based on a total of 80 new and 53 remodeled stores. The capital plans for 2008 are expected to be in the range of $250 to $275
million. This supports a minimum of 10% square footage growth through the opening of approximately 135 new and 50 remodeled stores.
They are primarily AE and aerie. Our 2008 capital spend includes substantial and critical investments in supply chain, store technology and
infrastructure to support AEO Direct and new concept growth.
Regarding November, month to date comparable store sales are slightly positive. We were pleased with our Thanksgiving weekend, which was
driven by positive in-store traffic. Keep in mind that it's early in the holiday season. At this time, we're providing fourth quarter earnings
guidance of $0.67 to $0.70 per share. This compares to $0.66 per share last year. Now, as we look ahead towards 2008, we have a critical focus
on expense and inventory management. On expenses, we expect to deliver greater flexibility and a lower annual leverage point. On inventory,
we're tightening our initial investments and very important, we're utilizing our chase and trigger strategy to drive upside opportunities. Our
most profitable quarters have been achieved under this operating model.
And lastly, to reiterate Jim's comments, the operating disciplines, cost improvements, new technologies and processes which drove our leading
operating margins remain intact and will support future results. Now I would like to turn the call back over to Jim.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
Thanks, Joan. While sales were below our plan for the quarter, I'm very proud of the way the American Eagle team managed through this
environment. We demonstrated flexibility in response to changing conditions. We're well-positioned for future growth, and we're committed to
delivering strong profit performance. And now we'll be happy to take a few of your questions.

QUESTION AND ANSWER
Operator
Thank you. Ladies and gentlemen, at this time we will be conducting a question-and-answer session. (OPERATOR INSTRUCTIONS). Our
first question comes from Jeff Black with Lehman Brothers. Please state your question.

Jeff Black - Lehman Brothers - Analyst
Yeah, thanks. Good afternoon. Thought that was a very well-managed quarter, as you said. Turning to the IMU, can you tell us how much
IMU benefited the third quarter and how much benefit you're getting thus far this year? And really, can you just talk about what you're doing in
terms of global sourcing and where we are on the IMU curve? It would seem we could see some more benefits from that in the coming years.
Thanks.

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
Thanks, Jeff. It's Joan. Lower product costs really are what drove our IMU improvement up for the quarter and that was really driven by our
sourcing strategy, which is around moving to new factories, as well as favorable transportation costs. So we continue to see modest IMU
improvement go forward. That's what we will build our operating models around. But we will continue to drive for as much as we can in that
area. We feel very good about the supply chain initiatives that Jim spoke about in his prepared remarks and those continue to be in the forefront
and will continue to help us through 2008 and support our long-term growth.

Jeff Black - Lehman Brothers - Analyst
Thank you.

Operator
Our next question comes from Todd Slater with Lazard Capital Markets. Please state your question.

Todd Slater - Lazard Capital Markets - Analyst
Thanks very much and good morning. Could you talk a little bit more about our international strategy, just in terms of what type of strategy you
plan to use, whether it be sort of capital intensive, build it yourself, or more of a capital light joint venture or license type of activity?

Jim O'Donnell - American Eagle Outfitters Inc - CEO
Sure. This is Jim, Todd. Right now, the model we're looking at is to mitigate as much risk as possible. Therefore, we're looking more towards a
joint venture with a partner or partners, depending on the destination country. Right at this particular time, we've had a number of conversations
with specific people who have a real and genuine interest in partnering with American Eagle. They're very excited about the brand and what it
could bring into their marketplaces and we're finalizing actually those conversations as well as the modeling of the financial venture and I'll
have more to say probably the early part of next year. But we're moving along in a very concise and positive manner, but also we're dotting I's
and crossing the T's. International has a ring to it, we think we can participate in that arena. But I'm also being somewhat cautious.

Todd Slater - Lazard Capital Markets - Analyst
Thank you.

Operator

Our next question comes from Michelle Clark with Morgan Stanley. Please state your question.

Michelle Clark - Morgan Stanley - Analyst
Yes, thank you and good morning, everyone. First question is which merchandise categories in particular are you experiencing above plan
levels of markdown? And then the second question, you mentioned being able to leverage SG&A off of a lower comp base in 2008. Can you
give us a sense of what you expect the leverage point to be? Thank you.

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Michelle, as it relates to merchandise categories that are experiencing above planned markdowns, first of all, the best thing I can tell you is that
we are pleased. We're doing a lot of volume in the women's business. We're very pleased with the giftability of a women's assortment and the
response we had to that over the Thanksgiving weekend. But we also take care of issues and we'll make sure that we monitor and run the
December business along the way that we like to run our business, which is strategically, according to the plan and if we need to move some, a
few, of the tops categories a little more aggressively we will do that. But honestly, we have a good game plan for the month of December and
we will manage that week to week as is our discipline.

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
With respect to the SG&A leverage for 2008, we - as you'll recall in - for 2007, our expense base was structured to leverage at a mid and at
some points of the year a high single-digit comp. We expect 2008 to fall below that level and we have deliberate expense initiatives in place to
do that, largely around non-merchandise procurement activities, things like supplies, packaging, professional fees, and we're very aggressive
about that and that is our strategy in terms of expense management for 2008.

Operator
Thank you. Our next question comes from Linda Tsai with MKM Partners. Please state your question.

Linda Tsai - MKM Partners - Analyst
Yes, good morning. I was wondering, could you give an update on your tiered product strategy as it relates to the current holiday selection and
maybe what areas you saw strengthen over the weekend, and perhaps where the greatest opportunities lie going forward, and then just one
quick follow-up, for the 135 new stores, could you give the breakout between AE and aerie stores?

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Do you want to take the breakout of AE and aerie.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
On the breakout, aerie, we right now plan to open a minimum of 70 stores. The American Eagle brand, approximately 45 to 50 stores, and
MARTIN + OSA, as I stated earlier, 15 stores. We'll remodel 50 American Eagle stores in 2008.

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Okay. And as it relates to our tiered product strategy, and how that is reflected in our holiday assortments, a couple things. I'll point you to
examples. If you take a look at how we're running our fleece business, the AE Brand and being a destination for fleece continues to build and
have momentum, and what we were able to do, if you walked into our stores over the holiday weekend, we were entirely regular priced. And
what allows us to do that is our pricing from $29.50 and upwards, reflecting value at every single one of those price levels.

And so you can see that in our destination categories is where we reflect a tiered assortment strategy. We don't want to become overassorted as
a brand. That's very important. We're very selective where we do it. I'll give you the example in fleece, as you can see what we've done in
denim over the last several years. It is very largely successful for us.

Operator
Thank you. Our next question comes from Lauren Levitan with Cowen and Company. Please state your question.

Lauren Levitan - Cowen & Co - Analyst
Thank you. Good morning, I was hoping you could give us some update on the impact of MARTIN + OSA on EPS in the third quarter and if
you're still expecting the same level of drag on earnings in Q4 and how you're thinking about that for '08. Related to that, at the high end of the
guidance you would be below the long-term 15% EPS growth target that you've talked about on an annual basis. I'm curious if investment in
MARTIN + OSA and in Concept 4 have any impact on that relative to your planning for '08 and beyond? Thanks very much.

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
Thanks, Lauren. It's Joan. M+O for the quarter, the third quarter, was a $0.05 loss compared to a $0.04 loss last year. For the fourth quarter,
we're reiterating guidance on an annual basis of $0.15 to $0.17 loss, which would bring the fourth quarter to $0.05 to $0.07 loss. As we look
forward to 2008 for MARTIN + OSA, we expect the loss from MARTIN + OSA to be less than 2007. But given - you know, I encourage you
to think about the investments and refinements that both Jim and Susan spoke of in their prepared remarks and we really are excited about that.
We're looking forward to seeing those results in the first quarter, at which point we can update you with a little more detail on what the M+O
guidance will be in terms of performance for 2008.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
Concept 4 for 2008, it will be minimal.

Operator
Thank you. Our next question comes from David Glick with Buckingham Research Group. Please state your question.

David Glick - Buckingham Research Group - Analyst
Good morning. Joan, I was wondering if you could give us a little more color on your Q4 guidance, should we expect the same relationship to
last year in gross margin and SG&A, kind of a continuation or carry-over of that relationship from Q3 into Q4, is that the best way to think
about it?

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
Thanks, David, for the question. Q4 guidance, it's early in the quarter. That's the first thing that I want to make sure that we put out there and
we have a lot of business ahead. With that in mind, the guidance reflects our current trend of the business. As we think about markdowns and
SG&A cost, we're giving guidance based on performance for markdowns. Expense is positioned to leverage at a low single-digit comp in the
fourth quarter. So I think that's how you should think about it as you look at your own models in the fourth quarter.

Operator
Thank you. Our next question comes from Lorraine Maikis with Merrill Lynch. Please state your question.

Lorraine Maikis - Merrill Lynch - Analyst
Good morning. You mentioned a change in the timing of receipt of inventory. Can you elaborate on why and by how much? And then just a
quick second question on the SG&A reduction, was the compensation decline store payroll hours or was that a lower bonus accrual? Thank
you.

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
In terms of SG&A first, lower bonus is clearly a part of the leverage of SG&A. But what we need to focus on here is the fact that expenses
grew at 2% versus a 7% increase in sales. And that nearly all other, with the exception of advertising, expenses were nearly flat. That's why
we're very pleased with the expense performance for the third quarter. With respect to inventory, our inventory was down 3% on a cost-perfoot basis. Compared to our guidance, a large part of that is the timing of in-transit inventory, which, as you know, is a point-in-time inventory.
We are also very pleased with the unit sell-through of our third quarter product, which really put our third quarter or our clearance inventory in
a very strong position and kept our inventory fresh going into the fourth quarter. Those are the critical components that we're looking at, and
we're very pleased with how our inventory is positioned and the content of it as we head into that critical month of December.

Operator
Thank you. Our next question comes from Paul Lejuez with Credit Suisse. Please state your question.

Paul Lejuez - Credit Suisse - Analyst
Hey, guys, Paul Lejuez.

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

Paul Lejuez - Credit Suisse - Analyst
How you doing? Two questions. One, maybe just give us a little more detail about the substantial and critical investments in the supply chain
stores and infrastructure for direct. Did anything go wrong, or have these investments always been expected to need to be made? And second,
just to piggy back on Lorraine's question on the bonus accrual, was there a one-time catch-up to that accrual, and what do we expect for the
fourth quarter in terms of bonus?

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
Well, let me address the expense question. The bonus accrual is based on where we see our guidance for the year at this time, and so there's no
one-time catch-up. It's based on a pro rata portion of bonus for this time of the year.

Paul Lejuez - Credit Suisse - Analyst
Has it been mostly down all year?

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
Yes, it has been. And then with respect to the CapEx, Jim may want to offer some more color on the supply chain initiative, but clearly as we
look forward in our long range plan, our investments to support our new concept growth have been front of mind and clearly nothing has gone

wrong in or caused us to elevate because of an issue. So Jim can provide a lot of color in terms of supply chain.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
Basically, Paul, this is - what we're realizing today were initiatives that were put in place over three years ago, where we made major
investments and we had a conscious decision that in order to continue to be productive and fluid and meet the demands of the specialty apparel
business, that we had to make some changes in our methodology as it related to supply chain, transportation and also receipt flow into our
distribution centers. I'm pleased to say that we've met our objectives, continue to meet them. We're not finished yet. We're still immersed in this
ongoing process of supply chain and also in updating our physical distribution centers and also our AE direct service to our consumer. We want
to be considered one of the state-of-the-art businesses and we're moving and investing towards those ends.

Operator
Thank you. Our next question comes from Janet Kloppenburg with JJK Research. Please state your question.

Jennifer Kloppenburg - JJK Research - Analyst
Good morning, everyone. Joan, I hate to beat this bonus question again, but just wondering if you would have experienced SG&A deleverage if
the bonus outlook had not been reduced. And Jim, if you could just talk a little bit about MARTIN + OSA and maybe point us to some
parameters where we could feel more comfortable that the brand's performances were improving. And lastly, on the new concept, did you say
that it would be - that its loss would be negligible to earnings next year? Thank you.

Joan Hilson - American Eagle Outfitters Inc - EVP, CFO, AE Brand
Janet, with respect to the bonus, clearly our bonus model is that -- we're paid for performance and we had a 2% increase in overall expenses, so
when I spoke about the details of the expense, we had a 2% increase in expenses on a 7% increase in sales. What that means is that we had very
well-controlled expenses across the board, and we were able to react to the business environment pretty much across every line item. They
were virtually flat. So with the exception of marketing, which was a deliberate shift. So our expenses are very well-controlled, and very proud
of the teams and how we were able to continue on that discipline.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
We'll get the Concept 4 question out of the way, Janet. The Concept 4 will be minimal effect on earnings in 2008. As it relates to MARTIN +
OSA, I want Susan to address some of the specifics in the merchandise categories, but we are, from an operating and also from a productivity
improvement at MARTIN + OSA, we are continuing to make strides. I believe that the costs and the build-out of the stores, we have reduced
that dramatically in a dollar-per-square-foot basis, without sacrificing any of the aesthetics.
I believe that our expenses are becoming much more in line as it relates to store payroll and also we are adding headcount into our headquarters
operation. We think we have a good team there. They are well-positioned, they're gaining experience every day, and they're affecting some
major adjustments and some major changes in overall how we do business at MARTIN + OSA, from both an operating and from a
merchandise and marketing point of view. Susan, you may want to elaborate a little on some of the product improvements.

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Sure. Hey there, Janet. If you come into the store for holiday, I think you'll find that the merchandise is a very nice step forward, particularly in
the women's product, where we really have talked about reinforcing femininity, outfitting, and the like, and I think the men's and women's sits
much better there today than it did a few months ago. But turning our eyes to the spring and summer collections is where we feel we made a
very informed decision as it relates to the repositioning of some of the details of what this brand is all about - 28 to 40 year-old customer, a 34year-old target which we again feel, and I mentioned in my comments earlier, is a very, very important opportunity, and white space in the mall
that exists out there today, and I think that you will find a spring and summer collections have moved along in a much more major way to
satisfy, and kind of 100% of what MARTIN + OSA can be. And we're very pleased about that. As Jim said, I couldn't be more proud of how
that team has come together and they're really working on bringing this brand to life.

Operator
Thank you. Our next question comes from Jennifer Black with Jennifer Black and Associates. Please state your question.

Jennifer Black - Jennifer Black and Associates - Analyst
Good morning. And I have a couple of questions. I wondered if you could talk about what percent of your business is accessories and what
kind of opportunity you feel you have going forward. And then you may have already spoken about this, but I wondered when you're going to
roll out your portable registers to all stores. And then if we are going to see any changes in raw material costs? Thank you.

Susan McGalla - American Eagle Outfitters Inc - President, CMO
All right. How are you, Jennifer?

Jennifer Black - Jennifer Black and Associates - Analyst
Great, thank you.

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Good, good. Okay. As it relates to the percent of accessories, depending on the time of year, it fluctuates. But it's right around that 15% of the
business. As it relates to the opportunity, I think that if you go out and look at our accessories today, we have some highlights and what I
consider to be some lowlights. We have a few markdowns in that business. There are some things doing quite well for holiday that you'll see
out there at regular price, really generating a lot of giftability and lifestyle extension around the AE Brand, which is what we're really excited
about that accessories can do.
As we look forward to next spring and summer, particularly that summer collection, boy, it looks much, much better. It looks very strong. But
what I will tell you is we need to continue to work on this assortment because what we have to decide to be a destination category in
accessories is what we want to own as a brand. And that's what we're working on. We brought in some new talent that has specific experience
in the accessory world in both design and merchandising, which we think is going to be a big help for us as we move forward in an informed
way, a much more informed way in this business.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
Hi, Jennifer. As it relates to the point of sale roll-out, naturally, this time of the year we'll not roll out any additional terminals, based on - not to
disrupt our stores during the holiday season. We will pick back up very aggressively come January of '08, and we will roll out as many stores
as we can throughout the 2008 period, with blackout dates for back-to-school and holiday. I would anticipate that at least half of the chain, if
not greater than, will have the new point of sale systems installed by the end of 2008.
And we were cautious in 2007 on our roll-out, mainly because this is new technology. This is state-of-the-art. This is web-based. There aren't
too many systems out there that fall into that particular type of technology. So we wanted to make sure that as we were embarking on a whole
new horizon here, that we move forward very cautiously, but very expeditiously and we feel good now that we're in a good place and we'll be
fairly aggressive in rolling them out in the balance of the chain in 2008 and into 2009.
Funny you should ask on raw materials, because raw materials as a category has really been top of mind with us in our overall strategic plan for
production and sourcing and we are focusing in, very laser like, on the entire raw materials area. We feel that there is opportunities there for us
to continue to be in that arena and gain some cost effectiveness by being in front of some of the raw material issues, as well as Susan's driving
for more and different types of fabrication that would be more interesting and hopefully more enticing to our customer.

Operator
Thank you. Our next question comes from John Morris with Wachovia. Please state your question. Mr. Morris, your line is open. Our next
question comes from Stephanie Wissink with Piper Jaffray. Please state your question.

Stephanie Wissink - Piper Jaffray - Analyst
Hi, good morning. This is Steph for Jeff Klinefelter. Just a couple of questions. Jim, for you, first, if you could talk about the productivity
trends in your Canadian stores and if you're seeing any sales shift out of Canada into any U.S. metropolitan markets and then, secondly, what
you're learning from MARTIN + OSA in the process, as well as aerie, as you consider the roll-out of Concept 4. Thanks.

Jim O'Donnell - American Eagle Outfitters Inc - CEO
Great. Great questions. As far as Canada, Canada has and continues to be very, very productive for us. We actually run a higher dollar-persquare-foot in Canada than we do in the U.S. We're continuing to see that rate of growth in 2007 and we anticipate a very successful 2008. We
have really gained in market share in Canada since we introduced the brand there a number of years ago. And we're very excited about our
positioning there. We currently have about 75 stores. We're going to be opening up a few aerie stores up there, which we opened our very first
one up there about a month ago and it's been very successful. So we see upside in Canada.
As far as the Canadian spend here in the United States, very little. Very little. And it's not like Canadians are flocking to the U.S. to take
advantage of the weak dollar versus the Canadian dollar. So I anticipate most of the shopping in Canada will probably be done in Canada. As it
relates to MARTIN + OSA and Concept 4, the investments that we're making, we have a very sound definitive operating plan and financial
plan for both of these enterprises and MARTIN + OSA is a business that's up and running right now, and it's no longer a concept that's a vision.
We know what we have. We know where we want to go. And we're working diligently towards to achieve those ends.
As Susan stated earlier, we feel that spring and summer of 2008 will be a direct indicator as to the directional plan for M+O. Is it going to be
the end-all? Is it the final day of M+O in spring and summer? No. No. But we actually feel very strongly that it will be the first indication of
where this brand is going to be positioned with this 28 to 40-year-old consumer, and we feel really good about it. We have the benefit of having
seen the product and what it looks like and we've talked to enough people, whether they're external focus groups and even some people in our
industry and we feel good about it. We don't want to be overly-confident but we're staying the course.
As it relates to Concept 4, Concept 4 is being built to leverage to the maximum against the American Eagle brand. And we feel that we can take
advantage of some of the initiatives that we have in place that will support the new Concept 4. But Concept 4 is not going to be some version of
the American Eagle. This is going to be unique and we feel it's going to be special, and we're all very, very excited about it and I will be
speaking to it very early next year and be giving specifics and additional color and I'm looking forward to doing it.

Operator
Thank you. Our next question comes from John Morris with Wachovia. Please state your question.

John Morris - Wachovia - Analyst
Good morning, can you hear me?

Susan McGalla - American Eagle Outfitters Inc - President, CMO
We can hear you.

John Morris - Wachovia - Analyst
This is Eddie for John. Sorry about the mishap earlier. Susan, can you talk about your positioning in knits so far in Q4. I know you mentioned
delivering improvements for the spring and summer seasons, but as I recall, I think there was opportunity this year versus last year in sweaters.

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Okay. John. I'm happy to talk about that. We actually had a very nice sweater year last year. We're up against those numbers and I will tell you

over the holiday weekend, again, we were very pleased with how the women's sweaters performed in terms of giftability and key item impact
as you came into the brand. As it relates to the positioning in knits, I think we're doing fine now. I think there were some areas that have taken a
very, very nice step forward. What we're doing in the cami and tank business has been quite strong in Q3 and moving into Q4. We, in a lot of
ways, want to own the first layer for our girl and are moving along nicely toward that goal and it's been a nice volume plus. As it relates to the
T-shirt side of the business, quite honestly we see a ton of opportunity there as we move into spring and summer, and I think that the way we
balance and this will be the AE Brand way of interpreting knits is a balanced assortment. We want to have their favorite key item essentials,
that is the T-shirt that they grab for, because they love it the most, it's the softest, and it holds up the best to the test of time, along with great
interpretive fashion for the brand and that is what I feel our team has done such a good job with on the spring and summer collections.

John Morris - Wachovia - Analyst
Okay. Thanks. Good luck for holidays.

Judy Meehan - American Eagle Outfitters Inc - VP IR
We'll take one more question.

Operator
Thank you. Our final question comes from Christine Chen with Needham & Company. Please state your question.

Christine Chen - Needham & Co - Analyst
Thank you. I am wondering in the malls where you have your aerie stand-alone stores, has that had any impact on your core AE stores?

Susan McGalla - American Eagle Outfitters Inc - President, CMO
Okay. Christine, I'll take that. First of all, when we open up an aerie stand-alone, what we do is we have a strategic presentation and assortment
adjustment that we do in the core AE Brand. So the core AE Brand stores will still represent aerie, because we certainly like the synergy
between American Eagle and aerie. But it is an edited assortment. And I will tell you that just about in every case, when we open a stand-alone
brand, the incrementality at aerie is there and the incrementality of both brands together is certainly there. We're very pleased with our strategy
and how it's performing.

Judy Meehan - American Eagle Outfitters Inc - VP IR
Okay. Great. Well, thank you for listening and participating in the call today. Please remember we'll be announcing November sales next
Wednesday, December 5th, and we look forward to talking to you again soon. Thank you.

Operator
Thank you. Ladies and gentlemen, this concludes today's teleconference. Thank you all for your participation. All parties may disconnect now.

