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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 12 , 2005  

   

   

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

   

   

   

   
(724) 776-4857  

(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   0-23760   13-2721761 

(State of incorporation)   (Commission File Number)   (IRS Employer Identification No.) 

      
150 Thorn Hill Drive  

Warrendale, Pennsylvania    15086-7528 
(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)) 

   



   
Item 2.02. Results of Operations and Financial Condition  
   

   
Item 8.01. Other Events  
   

The information in this Form 8-K, including the accompanying exhibit, 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 12, 2005 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 30, 2005.  A copy of this press release is attached hereto as Exhibit 99.1.   Additionally, the 
Company's Management team held a conference call on May 12, 2005 at 9:00 a.m. Eastern Time to review the aforementioned financial 
results.  A replay of the conference call will be available through May 26, 2005.  To listen to the replay, dial 1-800-642-1687 and reference 
code #5555612.  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.  

The Company's Management team held a conference call on May 12, 2005 at 9:00 a.m. Eastern Time to review the Company's financial results 
for the first quarter ended April 30, 2005.  Additionally, Management provided second quarter 2005 earnings guidance on the conference call.  
A copy of the conference call transcript is attached hereto as Exhibit 99.2.  
   
Item 9.01. Financial Statements and Exhibits  
   

   

 
SIGNATURES  

   
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.  
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    AMERICAN EAGLE OUTFITTERS, INC. 
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        Dale E. Clifton 
   

         
Vice President, Controller and  
    Chief Accounting Officer  

 
Exhibit  
Number 

  

Description  

99.1 *   Press Release dated May 12, 2005 announcing first quarter 2005 financial results 
99.2   Conference Call Transcript dated May 12, 2005 
      
 * Such press release is being "furnished" (not filed) pursuant to Item 2.02 of the Current Report on Form 8-K. 



   
Reports Record First Quarter EPS from Continuing Operations  

of $0.35 versus $0.18 Last Year;  
Comparable Store Sales Increase 27.1%;  
Provides Second Quarter EPS Guidance  

Warrendale, PA, May 12, 2005 - American Eagle Outfitters, Inc. (NASDAQ: AEOS) today announced its consolidated 
financial results for the first quarter ended April 30, 2005.  

� Total sales increased 36.7% to $454.0 million from $332.2 million for the quarter ended May 1, 2004.  

� Comparable store sales increased 27.1% when compared to the corresponding period last year.  

� Gross profit as a percent to sales increased to 48.9% from 44.7% last year due to the leveraging of rent expense 
and an improvement in merchandise margins.  

� Operating income for the quarter increased to $87.5 million, or 19.3% as a percent to sales, from $43.1 million, 
or 13.0% as a percent to sales last year.  

� Net income for the quarter increased to $55.3 million, or $0.35 per share on a diluted basis, from net income of 
$25.3 million, or $0.17 per share on a diluted basis last year (which included a $0.01 loss from discontinued 
operations).  

Management also provided second quarter earnings guidance of $0.32 to $0.33 per share. This compares to earnings of 
$0.22 per share from continuing operations in the second quarter of last year.  

* * * *  

At 9:00 a.m. Eastern Time, on May 12, 2005, the Company's management team will host a conference call to review 
the financial results. To listen to the call, dial 877-601-0864 at least ten minutes prior to the start of the call. The 
conference call will also be simultaneously broadcast over the Internet at www.ae.com.  A replay will be available 
beginning May 12th at 12:00 p.m. Eastern Time through May 26th.  To listen to the replay, dial 1-800-642-1687 and 
reference confirmation code #5555612. An audio replay of the conference call will also be available at www.ae.com.  

* * * *  

American Eagle Outfitters (NASDAQ: AEOS) is a leading lifestyle retailer that designs, markets and sells its own 
brand of relaxed, casual clothing for 15 to 25 year olds, providing high-quality merchandise at affordable prices. AE's 
collection includes modern basics like jeans, cargo pants and graphic T's as well as a stylish assortment of cool 
accessories, outerwear and footwear. American Eagle Outfitters currently operates 775 AE stores in 49 states, the 
District of Columbia and Puerto Rico, and 70 AE stores in Canada. AE also operates via its Web business, 
www.ae.com, which offers additional sizes and styles of favorite AE merchandise.  

* * * *  

"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 earnings. All forward-looking statements made by the Company involve material risks and uncertainties and are 
subject to change based on factors beyond the Company's control. Such factors include, but are not limited to the risk 
that our second quarter sales, markdowns and/or earnings expectations may not be achieved, and those other risks 
described in the Company's filings with the Securities and Exchange Commission. Accordingly, the Company's future 
performance and financial results may differ materially from those expressed or implied in any such forward-looking 
statements. The Company does not undertake to publicly update or revise its forward-looking statements even if future 
changes make it clear that projected results expressed or implied will not be realized.  



* * * *  

AMERICAN EAGLE OUTFITTERS, INC.  
CONDENSED CONSOLIDATED BALANCE SHEETS  

(Dollars in thousands)  
   

  
April 30,  

2005  
January 29,  

2005  
May 1,  
2004  

    (Unaudited)        (Unaudited)  
(Restated)  

ASSETS      

Cash, cash equivalents and short-term investments  $  561,297  $  589,607  $  326,268  

Merchandise inventory    153,749     137,991    146,786  

Other current assets    132,152     100,042     83,114  

   Total current assets    847,198     827,640     556,168  

Property and equipment, net    349,493     353,213     339,198  

Goodwill, net    10,136     10,136     10,136  

Long-term investments   119,897    84,416    24,258  

Other assets, net    29,899     18,254     27,568  

      Total Assets  $  1,356,623  $  1,293,659  $  957,328  

                   

LIABILITIES AND STOCKHOLDERS' EQUITY                 

Accounts payable  $  65,638  $  76,344  $  68,777  

Accrued compensation and payroll taxes    30,105     36,008     22,546  

Accrued rent    44,835     45,089     40,173  

Accrued income and other taxes    25,636     33,926    18,152  

Unredeemed stored value cards and gift certificates   22,287    32,724    18,181  

Current portion of note payable    -     -     4,832  

Current portion of deferred lease credits   10,457    9,798    9,966  

Other current liabilities    14,618     19,376     13,091  

    Total current liabilities    213,576     253,265     195,718  

Note Payable    -     -     12,660  

Deferred lease credits   57,162    57,758    55,299  

Other non-current liabilities    26,990     19,150     18,493  

    Total non-current liabilities    84,152     76,908     86,452  

    Total stockholders' equity    1,058,895     963,486     675,158  

       Total Liabilities and Stockholders' Equity  $  1,356,623  $  1,293,659  $  957,328  



* * * *  

                    

Current Ratio    3.97     3.27     2.84  

              



* * * *  

AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED STATEMENTS OF OPERATIONS  

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

Three Months Ended  

April 30 ,  
200 5  

May 1,  
200 4  

(Restated)  

Net sales  $  454,019  $  332,230  

Cost of sales, including certain buying, occupancy and warehousing expenses  231,859  183,511  

Gross profit  222,160  148,719  

Selling, general and administrative expenses  116,536  89,850  

Depreciation and amortization  18,102  15,738  

Operating income  87,522  43,131  

Other income, net  2,975  940  

Income before income taxes  90,497  44,071  

Provision for income taxes  35,313  17,070  

Income from continuing operations, net of tax   55,184    27,001 

Income (loss) from discontinued operations, net of tax   89   (1,727) 

Net income  $  55,273  $  25,274  

Basic per common share amounts:            

Income from continuing operations $  0.36  $  0.19  

Loss from discontinued operations   0.00   (0.01) 

Net income per basic common share $  0.36 $  0.18 

Diluted per common share amounts:            

Income from continuing operations $  0.35  $  0.18  

Loss from discontinued operations   0.00   (0.01) 

Net income per diluted common share $  0.35 $  0.17 

Weighted average common shares outstanding - basic  151,582  143,012  

Weighted average common shares outstanding - diluted  156,109  146,494  

Total square footage at end of period:  4,549,729 4,285,182 

Store count at end of period:  845 809 



   
   
Company Contacts:  
Laura Weil  
Judy Meehan  
724-776-4857  

EXHIBIT 99.2 

   

American Eagle Outfitters, Inc.  
First Quarter 2005  
Conference Call Transcript dated May 12, 2005  
   

AMERICAN EAGLE OUTFITTERS, INC.  
QUARTERLY CONSOLIDATED STATEMENTS OF OPERATIONS  

(Unaudited)  

Quarterly financial information was presented in Note 15 of our 2004 Annual Report on Form 10-K. The aforementioned information was updated from that previously 
reported to reflect Bluenotes as discontinued operations and to reflect the restatement resulting from our change in lease accounting practices. The Quarterly 
Consolidated Statements of Operations (unaudited) presented below reflect a more detailed presentation of the Fiscal 2004 quarterly information and are being presented 
for informational purposes only.  

Quarters Ended  

January 29,  
2005  

October 30,  
2004  

July 31,  
2004  

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

Net sales  $  674,024  $  479,585  $  395,402  

Cost of sales, including certain buying, occupancy and 
warehousing expenses  341,647  245,727  232,548  

Gross profit  332,377  233,858  162,854  

Selling, general and administrative expenses  142,386  119,642  94,951  

Depreciation and amortization  18,304  17,345  16,886  

Operating income  171,687  96,871  51,017  

Other income (expense), net  3,343  (645)  491  

Income before income taxes  175,030  96,226  51,508  

Provision for income taxes  68,086  37,521  19,926  

Income from continuing operations, net of tax  106,944  58,705  31,582  

Loss from discontinued operations, net of income tax benefit  (6,027)  (807)  (2,328)  

Net income  $  100,917  $  57,898  $  29,254  

Basic per common share amounts:  

Income from continuing operations  $  0.73  $  0.40  $  0.22  

Loss from discontinued operations  (0.04)  0.00  (0.02)  

Net income per basic common share  $  0.69  $  0.40  $  0.20  

Diluted per common share amounts:  

Income from continuing operations  $  0.70  $  0.39  $  0.22  

Loss from discontinued operations  (0.04)  (0.01)  (0.02)  

Net income per diluted common share  $  0.66  $  0.38  $  0.20  

Weighted average common shares outstanding - basic  147,094  146,004  144,502  

Weighted average common shares outstanding -diluted  153,402  151,570  148,328  



   
Operator  
   
Good morning. My name is Stacey and I will be your conference facilitator today. At this time, I would like to welcome everyone to the 
American Eagle Outfitters' first quarter 2005 earnings results conference call. All lines have been placed on mute to prevent any background 
noise. After the speakers' remarks there will be a question-and-answer period. [OPERATOR INSTRUCTIONS] Jim O'Donnell, you may begin 
your conference.  
   

   
Jim O'Donnell - American Eagle Outfitters Inc - CEO  

Good morning. Other participants today include Roger Markfield, Susan McGalla, Laura Weil and Michael Leedy. If you need a copy of our 
first quarter press release, it is available on our web-site ae.com, or call Erin at 724.779.6076.  

Before we begin, I need to remind everyone that during this conference call, members of management will make certain "forward looking" 
statements, based upon information, which represent the Company's current expectations or beliefs. We caution investors that actual results 
may differ materially from those expectations or beliefs based on the risk factors described in our quarterly and annual reports filed with the 
SEC.  

I am quite pleased with our financial performance during the first quarter. Our business was driven by a strong 27% comp increase, leading to 
our fifth consecutive quarter of record sales and earnings. We achieved a solid 19.3% operating margin this quarter, up 630 basis points versus 
last year. I'm particularly proud of this performance because it's against a significant rebound in both sales and earnings in the first quarter of 
last year.  

We continued to remain focused on the disciplines of the business, such as strong merchandise assortments, which continue to drive our 
positive comps, translating into a reduction in markdowns compared to last year. Sharp everyday pricing combined with a focus on quality and 
fashion have led to fewer promotions.  

We continue to see improvements in store traffic, transactions, and our average retail price. Sales per square foot increased 28% during the first 
quarter, rising to $96. Yet, we still have opportunities to achieve higher sales productivity, which is a priority across our company starting with 
our design and merchandising process right through to our floor set execution.  

Regarding new business development, there is a greater emphasis on category focus and in-store customer conversion rates, which will be 
particularly important during the back half of the year. New and remodeled stores performed well during the first quarter. Our new stores are 
running at over 90% of the chain average. Our newly remodeled stores are performing quite well, exceeding our expectations on a comp basis, 
and also on sales productivity per square foot, running well above the chain.  

During the first quarter, we closed seven underperforming stores and will close a handful more this year. We opened six stores in the quarter 
and expect to open a total of 42 stores this year. We've completed nine store renovations and now plan to remodel a total of 50 to 55 stores this 
year.  

As Roger and Susan will address in a minute, we are optimistic about the second half of the year. Our brand is strong and we have become a 
frequent destination for our customers. From a competitive standpoint, we are differentiated now more than ever. While our business was 
strong last year we have opportunities in a number of areas. On the operation side, we are working on size profiling and store inventory 
allocation where there is significant upside opportunity. Also, an improved logistics plan, flowing merchandise to our larger and high profile 
stores in a more timely basis during peak selling periods will be a major focus this year.  

In addition to running our business efficiently day in and day out, our future growth initiatives remain a top priority. Within the AE brand we 
are working on brand extension opportunities such as intimates, accessories, and knits. We continued to make meaningful progress on our new 
concept, which we look forward to opening in the falling of 2006. Now here's Roger.  
   

   
Roger Markfield - American Eagle Outfitters Inc - Vice Chairman, President  

Thanks, Jim. Good morning. I'm very pleased with our first quarter performance. Our spring/summer assortments were strong and trend right 
for our customers. As I said on previous calls, we now have the talent in place and the right process to produce terrific and timely merchandise 
assortments. We remain sharply focused on our customers and upcoming trends, and we're all working hard to maintain the momentum we 
built.  

Our focus now is back-to-school and holiday, about which we are quite optimistic. Our market share of specialty denim nearly doubled last 
year. As long the fashion dictates, we will continue to drive this category forward. In the first quarter, our dominance in denim hasn't slowed, 
with comps continuing well into the double digits for both men's and women's.  



The American Eagle brand also continues to gain market share and, importantly, mind share with our target customers. In the most recent 
surveys by Teen Research Unlimited, 12 to 19 year olds ranked American Eagle as the third coolest brand right behind Nike and Sony. That's 
fresh data from the spring survey. We are up from fourth place a year ago. And importantly, we moved to the second most-shopped brand in 
the same recent survey, that's up from the third spot last year.  

Third party research is compared by our store traffic counters. During the first quarter, store traffic was slightly positive compared to last year. 
We also saw an improvement in our conversion rate. The number of transactions per store increased in the high teens over last year. Healthy 
full-price selling drove our realized average unit retail price up in the low-double digits leading to higher margins as well.  

Regarding our outlook on margins, we believe that there is opportunity for some continued improvement to our IMU. We also believe we have 
upside opportunity in our average unit retails based on fashion trends, combined with our quality value component and less emphasis on 
promotional events.  

Over the past year, but more intensely in the past several months, I have been working with our new concept team. We said before that it's too 
early to the reveal too much, and it's still too early, but you should all know that we are completely charged up about this new challenge. We 
are thrilled about the opportunity to build a new brand that we believe will be unique to the marketplace.  

Now I'd like to turn the call over to Susan McGalla, our Chief Merchandising Officer. Susan?  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Hi, everyone. I want to begin by saying that within our design, merchandising, marketing, and planning areas, we are truly working in lock 
step. This synergy is leading to better execution and driving compelling merchandise assortments that have the right balance of fashion basics 
and on-trend items. Our teams are focused on providing more innovation in the product and customer experience.  

Regarding the first quarter, I'm extremely pleased with the performance of our spring assortments. Our interpretation of current trends, both 
preppy and Boho, were right on target for the American Eagle brand. Sales strength during the first quarter was broad based, with nearly all 
categories once again producing sales growth, as well as margin improvement. Both men's and women's were strong, with both businesses 
producing comps in the positive high twenties.  

Highlights were as follows -- Within men's, denim, knits, graphic T-shirts, shorts, woven shirts, accessories and footwear were strong; and 
within women's, denim, pants, knit tops, shorts, blazers, footwear, intimates and accessories all performed very well.  

The first quarter reflected a continuation of strong full-price selling driven by our dominant position as the lifestyle destination that offers the 
strongest value and on-trend equation for our customer.  

Our e-commerce business performed above expectations during the first quarter, with sales increasing 58% compared to last year. As we have 
mentioned previously, we are now shipping internationally and we continue to see positive momentum. On ae.com we are determined to bring 
more of our in-store energy to the online shopping experience, which we believe will have a tremendous impact.  

On the marketing front, we continued our strategy to issue fewer coupons during the first quarter, focusing our customer relationship efforts 
towards stronger brand building pieces mailed to a more select customer segment. The Apprentice sponsorship was very well-received by our 
customers. It generated a tremendous amount of excitement and very positive feedback. In addition, our spring break partnership with MTV 
also resonated with our customers and reinforced a high level of energy within our stores. We will continue this MTV partnership at back-to-
school and throughout the remainder of the year.  

Looking ahead, I'm excited about our upcoming back-to-school assortment. It was inspired by our goal of continuing to be the denim 
destination. We have been working on our denim line for 12 months now. New fits and fashion elements have been incorporated and it is 
clearly updated from last year. Some exciting new trends in both men's and women's complete the outfit for this back-to-school, which will be 
focused on "wear now".  

Looking longer term, we will continue to develop our accessories business and intimates expansion, areas where we know we have 
opportunities. So stay tuned.  

Thanks. And now here's Laura.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Good morning, everybody. I'm extremely pleased with our record performance this quarter. Our results were driven by strong comp store sales, 



reduced markdowns and significant expense leveraging. Solid merchandise assortments and good product flow led to strong sell throughs, 
enabling our inventory turn to increase nicely over last year.  

Total sales for the first quarter increased 36.7% to $454 million, from $332.2 million last year. Comparable store sales increased 27.1% on top 
of a 9.8% comp increase in the first quarter of last year. Our sales strength was broad-based across all geographic regions. During the first 
quarter the Northeast was the strongest with comps rising in the mid-thirties. The mid-Atlantic region increased in the low-thirties. The 
Southeast, Southwest and Canada increased in the high-twenties. Comps in the Midwest rose in the mid-twenties and the West increased in the 
high-teens.  

As a percent of sales, our gross margin leverage rose 420 basis points to 48.9% from 44.7% in the first quarter of last year. Our margin rate of 
48.9% is a historical high for the first quarter, reflecting a stronger merchandise margin, as well as leveraging of buying, occupancy and 
warehousing expense. For the first quarter, our merchandise margin increased 170 basis points driven by a meaningful reduction in markdowns 
compared to last year and a higher initial mark-on.  

Strong comp store sales enabled us to leverage buying, occupancy, and warehousing expense by 250 basis points, due primarily to the 
leveraging of rent. In the first quarter, SG&A as a rate to sales declined 140 basis points to 25.6% from 27% last year. 25.6% was our lowest 
first quarter rate to sales since 1999. Within SG&A, we leveraged compensation expense, leasing, services purchased, insurance and 
communication expenses. These improvements were partially offsets by the deleveraging of advertising, travel and incentive compensation.  

The first quarter operating income margin increased 630 basis points to 19.3% from 13% last year. This was our highest first quarter operating 
margin rate. In the quarter, other income increased by $2 million to a total of $2.9 million compared to other income of $940,000 last year. The 
increase reflects a higher average cash and investment balance combined with a higher investment yield compared to last year.  

First quarter income from continuing operations rose 104% to $55.2 million from $27 million last year, and fully-diluted EPS from continuing 
operations increased to $0.35 from $0.18 last year. Our balance sheet remains very healthy. We ended the quarter with $561 million in cash and 
short-term investments, an increase of $235 million from the end of the first quarter of 2004. In addition to this, we have $120 million of long-
term investments compared to $24 million last year. Our long-term investments consist of fixed income securities with maturities of less than 
five years.  

At the end of the quarter, total merchandise inventories were up approximately $7 million to $154 million. U.S. inventory per square foot at 
cost increased in the mid-single digits compared to the end of the first quarter last year. Our inventory turn improved 20% in the first quarter.  

Looking ahead to the end of the second quarter, we expect U.S. inventory at cost per square foot to be up in the high-teens. About half of the 
inventory increase relates to denim, where we have taken a greater commitment earlier in the fall season to take advantage of peak back-to-
school selling periods.  

CapEx for the quarter totaled $13.6 million, which related primarily to our new and remodeled stores. For the year, we continue to expect 
capital expenditures to be approximately $100 million.  

Looking ahead, while we are pleased with the tenor of our business, it's still just ten days into the second quarter. Our early guidance for the 
second quarter is earnings per share of $0.32 to $0.33, an increase of 45 to 50% over last year.  

Thank you. And now we will open the call for questions.  

Operator  

[OPERATOR INSTRUCTIONS] Your first question comes from the line of Mark Friedman with Merrill Lynch.  

Mark Friedman - Merrill Lynch - Analyst  

Thanks. Good morning, everybody, great job on the quarter. I was wondering if you guys could talk about pricing for second half. Is there 
much of a change in the product line from a pricing standpoint? And, Roger, you mentioned opportunities for driving store productivity. I know 
Susan mentioned a couple of segments that they are working on. Anything else that you see as big priorities to drive higher levels of sales per 
square foot? Thank you.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  



A couple of things. First of all, regarding sales per square foot, we are constantly looking at evolving our assortments and looking for 
opportunities to expand things. We have three initiatives in place right now that are geared really toward our larger square foot spaces and they 
are working. There's one initiative going on in our men's area, one in our intimates and also another one in our women's sportswear area. You 
see our productivity going up as a result of those initiatives. And, Mark, what was your other question? Were you referring to pricing as it 
relates to promotion?  

Mark Friedman - Merrill Lynch - Analyst  

No, just as far as positioning merchandise in the back half of the year, for example, the denim mix should raise the average pricing. So I was 
looking more for what you are planning, not for what promotions might actually impact it.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Right. Well, as you know, we feel very strongly about our value positioning. But also as we've said, value doesn't mean the least expensive. For 
us, value is the relationship of what the product is and how it fits in the marketplace. So, we want very acceptable categories as we have right 
now in the T-shirt areas, our $29.50 denim programs, but also there are things going into the product right now, some of the embellishment that 
we will get paid for that work, but we will also be positioned as a value in the mall.  

Mark Friedman - Merrill Lynch - Analyst  

Thank you.  

Operator  

Your next question comes from the line of Jeff Black with Lehman Brothers.  

Jeff Black - Lehman Brothers - Analyst  

Good morning. Can you talk a little bit about the inventory expansion, when we might see that? And do you feel like you are a little too tight 
headed into May on the inventory line? We've really managed that pretty tightly.  

Laura Weil - American Eagle Outfitters Inc - CFO  

First of all, we think we are very well positioned in terms of inventory in the current quarter, and we are delighted with how clean our 
inventories are. As it relates to back-to-school, as I noted, we expect our inventory to increase in the high-teens. About half of that is related to 
earlier deliveries of denim. So we feel like we are very well positioned currently and for the next quarter.  

Jeff Black - Lehman Brothers - Analyst  

Great. Thanks.  

Operator  

Your next question comes from the line of Dorothy Lakner with CIBC World Markets.  



Dorothy Lakner - CIBC World Markets - Analyst  

Thanks and congratulations, everyone. Just going back to denim for a minute, I wondered if you could just talk a little bit about the inventory 
commitment going into back-to-school versus a year ago. And just also maybe, Roger or Susan, just speak to what's going on in denim from the 
standpoint of this being a cycle, it seems to have lasted much more -- it's much longer in terms than anything I can remember and I just 
wondered if you could talk a little bit about that.  

Finally, the back-to-school floor set, when will that be setting? And could you talk a little bit about the promotions you did last year? I know 
you said this year you expect to be less promotional, so I wondered if you could talk a little bit about that. Thanks.  

Roger Markfield - American Eagle Outfitters Inc - Vice Chairman, President  

Dorothy, I am going to talk about denim and Susan is going to answer all the others, because I can't remember what you asked, quite frankly. 
We are the denim destination. We doubled our market share, it was over 11% market share last year for back-to-school against 6% the year 
before. Our current trend, as I said in my presentation, is very powerful. Susan and the design team with LeAnn have developed a line of denim 
for back-to-school that is outstanding. And it's about 75% new. We are one of the few retailers that actually flushes out old styles to be current 
at the moment.  

As Susan said, they worked diligently, LeAnn and Susan and the entire team, to develop a whole new fresh line of denim. We are very well 
prepared, and based on the numbers we are generating now, we all decided it was prudent, we did not want to disappoint many customers for 
back-to-school and we needed to bring higher inventory levels in denim up early.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

And the only thing I will add on that regarding the denim trend is that there is newness in that, not only new styles, but there is newness in 
trend. We have a new fit on the men's side and on the women's side this year, and also with some of the trend I think it's really going to feel 
excitement, and again, as I said a differentiation versus a year ago. Dorothy, you asked about our back-to-school floor set, it sits on July 13, 
that's the same fiscal week as a year ago. And I think that covers your list.  

Dorothy Lakner - CIBC World Markets - Analyst  

I think that's it. Thank you.  

Operator  

Your next question comes from the line of Paul Lejuez with CSFB.  

Paul Lejuez - Credit Suisse First Boston - Analyst  

Thanks, guys. Jim, I think you mentioned the effort to improve conversion. I think it was touched upon a little bit earlier with some product 
concentrations, but are you doing anything else to improve conversions perhaps in the way of getting more people in the store? What else is 
going on there?  

Jim O'Donnell - American Eagle Outfitters Inc - CEO  

Well, not really. As we stated, we are not really promoting all that much. I think as I mentioned earlier, that we've been experiencing more 
frequency of customers visiting the store and also it's a major initiative and emphasis on our store personnel in the area of -- on the area of 



customer service. I won't say that we are a customer service centric store, but we are very much customer sensitive and in the customer 
assistance business.  

But I think basically the simple answer is, we've had very compelling assortments that have been very desirable. And the newness factor 
because of the number of floor sets that we have and the updates to the floor sets, these young people just stop by to see what the heck is going 
on.  

Paul Lejuez - Credit Suisse First Boston - Analyst  

No associated SG&A investment along with that conversion program?  

Jim O'Donnell - American Eagle Outfitters Inc - CEO  

No. The only thing we've invested in is in the traffic counters.  

Paul Lejuez - Credit Suisse First Boston - Analyst  

Got you. And then just second, just wondering how you guys are thinking about peak operating margins in the business now that it looks like 
you are on trend to put up numbers somewhere in the twenties. What is the real goal, what are you really striving to at this stage of the game?  

Laura Weil - American Eagle Outfitters Inc - CFO  

It's Laura. We are delighted with our operating margins. This quarter was a record operating margin and we would certainly hope to see levels 
such as we delivered last year, which again, were record levels for the Company. So I think this high-teens, twenty-ish type of margin, if we 
continue to execute at the level that we are executing is certainly within our vision.  

Paul Lejuez - Credit Suisse First Boston - Analyst  

Thanks. If I could squeeze one more in. Any update on sourcing opportunities, when you might start to see any benefit there or just what's 
going on in the marketplace as far as you can see?  

Roger Markfield - American Eagle Outfitters Inc - Vice Chairman, President  

As I said, I still see there's opportunity for us in terms of IMU, not large, but steady increases.  

Paul Lejuez - Credit Suisse First Boston - Analyst  

Thanks, guys. Good luck.  

Operator  

Your next question comes from Richard Jaffe with Legg Mason.  



Richard Jaffe - Legg Mason - Analyst  

Good morning, guys, and my congratulations as well. You really raised the bar for apparel retailers, a tough act to follow. Laura, a quick 
question on the newly required lease accounting methodology. Was there a benefit to reported gross margin from the new accounting 
methodology? And I have a quick follow on.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Very small. Around ten basis points.  

Richard Jaffe - Legg Mason - Analyst  

That is very small.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Yes, it was minimal.  

Richard Jaffe - Legg Mason - Analyst  

Just a quick question on your AEOS credit card. How has that been working and how are you using that to relate to your customer, to reach out 
to them?  

Michael Leedy - American Eagle Outfitters Inc - EVP, Chief Marketing Officer  

Richard, it's Michael Leedy. The credit card has been wonderful actually. In Q1 the card over '04 in sales was up 57%. So we've had great 
results with the card. We are really doing a much better job, I think, tying the card into our direct mail efforts. I think that has a big part to do 
with it. But I think the biggest thing is the assortments and the way the store looks when they come into the store.  

Richard Jaffe - Legg Mason - Analyst  

Michael, what percent of sales are you doing on your credit card now?  

Michael Leedy - American Eagle Outfitters Inc - EVP, Chief Marketing Officer  

I don't know if we are going to give that information out.  

Richard Jaffe - Legg Mason - Analyst  

But is 57% increase on a meaningful number?  

Laura Weil - American Eagle Outfitters Inc - CFO  



Yes, sure.  

Michael Leedy - American Eagle Outfitters Inc - EVP, Chief Marketing Officer  

Yes, a meaningful number.  

Richard Jaffe - Legg Mason - Analyst  

Great. And Laura, cash? Are you looking to share that with us shareholders or is that --?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Yes, certainly. As you know, we have a proposal to our Board of Directors for a share repurchase program, and hopefully we will have 
something to say about that in the near future.  

Richard Jaffe - Legg Mason - Analyst  

Thank you very much.  

Operator  

Your next question comes from Margaret Mager with Goldman Sachs.  

Margaret Mager - Goldman Sachs - Analyst  

Hi, it's Margaret. Can you talk about -- I don't know if you talked about this, but the denim mix, like what is it running now versus last year and 
how much higher do you expect to take that in the back-to-school and holiday season? And I'm also curious, how do you think about your 
business given the tough comparisons, which is something that people who cover the sector talk about incessantly, the comparisons with last 
year. So if you could help me understand how you think about that. Thanks.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Sure. Regarding the denim mix, we don't talk publicly about what our denim percent to total is. I will tell you we've had significant 
improvements this spring in our denim penetration, which definitely leads to us believe that there is momentum in this business.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Margaret, obviously everybody looks to the second half of the year and we've been planning for the second half of the year since we achieved 
it. We know what we are up against, and we are -- we feel very confident that given the momentum in the brand, given the momentum in our 
market share and the merchandising opportunities that we have in denim that Susan and Roger have gone through, denim, knits, fashion trend, 
and embellished. And we've also done a lot of things on the operating side, as Jim has mentioned, in terms of focusing on conversion, having 
our payroll in the stores at the right time when the traffic is coming into the stores.  

So on the top line -- on the top line we see, obviously, good sales opportunities. One thing that Jim went through, and I just want to talk about 



top line for a minute and then we can talk about margin. One of the things that's very significant about the Company as opposed to previous 
heights in 1999, is that our real estate is significantly better. It's more productive. Our new stores are opening up at a much higher sales per 
square foot. Our renovated stores are extremely productive. Our sales per square foot peaked at around $450. We have not yet reached that 
peak. We obviously had a good increase in the first quarter, and we have strategies in place to continue to improve our sales productivity.  

On the margin side, obviously, as we increase our sales productivity which we definitely think is within reach, we also will be leveraging our 
rent expense. We fully intend to continue to leverage that as we move forward. And we've put in significant operating improvements, like 
Profit Logic and other tools that we will use in our stores to continue to operate at this level of productivity.  

So I feel like we are in a great position. It's not easy. I mean, clearly, we all know that it will be challenging. But we feel that we have the plans 
in place to beat those comparisons for the back half of the year.  

Margaret Mager - Goldman Sachs - Analyst  

One of the prior questions someone asked about promotions last year versus this year, because you talked about reducing that, so if you could 
give us what the benchmark is last year? And I'm curious just your take, why is the West Coast weaker than the rest of the chain? Obviously, 
it's still fantastic and you are just doing extremely well everywhere, but it is a little bit less than the rest of the chain, if you could give us your 
take on why that's the case. Thanks.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Okay, Laura, do you want --  

Jim O'Donnell - American Eagle Outfitters Inc - CEO  

I'll take that. Regarding the West Coast, I don't want to play the weather card. We have been experiencing over the last three, 3.5 years major 
double-digit increases in that part of the country and we have not been experiencing it other than in the South to that degree. So, I think in one 
respect we are up against ourselves, and the other is that last year we had unseasonably warm weather out on the West Coast and we had a 
tremendous spike in the spring season well beyond the rest of the chain. And we are just up against those numbers. I look at each and every 
store every day and right now nothing demonstrates to me that we have any serious problems out there. We do have more stores, so we have a 
greater concentration. But I think that we will continue to see double-digit increases coming from our Western operations.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Okay. And regarding our stance on how we approach the promotion side of our business, first of all we are doing a lot less of it. We are, as I 
mentioned in my opening comments, we are doing a lot less couponing than we have done in previous years. That's been very successful for us. 

And the second piece of this is really our value equation. We let our value pricing work for us. So oftentimes you will see in the front of our 
store, we will talk about a great item at a great price. Often that item is at the regular price, that's the ticket price, and we are very proud of the 
way we positioned ourselves there.  

The third piece of it is, we do go after strategic market share opportunities. You will see us at very specific times of the year promote categories 
that there is really, it's a market share play, their planned and they are built into our -- the way that we buy it.  

Margaret Mager - Goldman Sachs - Analyst  

Thank you.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  



Sure.  

Operator  

Your next question comes from Jennifer Black with Jennifer Black & Associates.  

Jennifer Black - Jennifer Black & Associates - Analyst  

Good morning. I think this question is for Susan. Hi, Susan, and congratulations everyone.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Thanks.  

Jennifer Black - Jennifer Black & Associates - Analyst  

Can you speak a little bit more about accessories? I know that the reception of the accessories -- Hello?  

Laura Weil - American Eagle Outfitters Inc - CFO  

We're still here. Go ahead.  

Jennifer Black - Jennifer Black & Associates - Analyst  

Okay. I know had you great reception to your accessories. Can you talk about what percent of the mix accessories are and where you would 
expect that mix to go? And does it carry higher margins like typically it does? And just how you feel about where you position the bags in the 
store? Can you just talk a little bit about all of that for back-to-school and holiday?  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Sure. As you know, Jennifer, we've talked -- we started about a year ago taking the real estate in the back of our stores and positioning an 
accessory destination for our girl, and we are up against that now. We started it for Q1 of last year, and I will tell you that our business for this 
spring and summer is beating those numbers, which we are very proud of. So we are still learning how to do that the right way and we keep 
tweaking and making adjustments and elevating the product a little bit and making it more inspirational and innovative. But it is working.  

And as you mentioned, one of the big attractions for us is it's a higher margin business, it really helps build our UPT, and it also extends the 
lifestyle in the store. We will continue to work on all of those things that I just mentioned to continue to improve it and grow it.  

As it relates to the percent to total, we really don't talk to that. I will tell you that it's slightly ahead of last year. So it's growing.  

Jennifer Black - Jennifer Black & Associates - Analyst  

Thanks very much and good luck.  



Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Thanks, Jennifer.  

Operator  

Your next question comes from Janet Kloppenburg with JJK Research.  

Janet Kloppenburg - JJK Research - Analyst  

Good morning, everyone. Congratulations.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Hi, Janet.  

Janet Kloppenburg - JJK Research - Analyst  

Susan, I had a question, you talked about the denim assortment being about 75% new. I guess that means that the fit, and the rinse being new. I 
would like you to elaborate on whether or not those specifics are true. And I would also like you to talk a little bit about what other newness we 
should expect in the assortments and perhaps in the knit, the blazer, the skirt collections, the pant collections, and what percentage we should 
look for change there? And if there will be more change this season as the season unfolds. In other words, as you flow more product in, will 
there be an increased emphasis on newness? And then secondly thematically, is preppy still very important for this fall or do you see that 
changing as well? Thank you.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Okay. All right, Janet, that's a list. First of all, as it relates to denim, and Roger touched on the amount of newness that we will have for this 
back-to-school, there are new fits in men's and women's, but it's very important to mention that there are core fits in both men's and women's 
that we will continue. Three on each side of the business. We are a destination for those fits. The girls and the guys, they come in asking for 
them.  

So how we show -- we give them newness in wash. Wash, we treat it like works of art, quite honestly. As I said, we work on them for 12 
months. We are passionate about the way they look, the differentiation in color, there is some embellishment happening in the business, 
obviously, in displays, so there is a lot of newness that we American Eagleize these trends and we really are accessible. I think we have the 
everyday denim, we have their denim that is really new in their wardrobe, and it's not the easiest way to run it, as you know, to turn your 
inventories and be that new for back-to-school takes a lot of work, a lot of planning to keep that profitable, but it's a win for us.  

As it relates to the other categories, I am not going to comment on back-to-school newness. You will come in on July 13th and see it for 
yourself. I think what we're excited about is, it's not just that we have new styles, we have ten floor sets a year and we focus on bringing 
newness to our customer, but there are new trends fueling some excitement there. Some new shapes happening, things like that, so stay tuned, 
come on in. We think it really looks great.  

Just to comment on the last thing, preppy, Bohemian, those are all things that we have not interpreted literally. We have taken those and our 
design team has done an amazing job taking the American Eagle kid and translating it for them and you will see elements of that continue, but 
in a very new and fresh way and very wear-now way for back-to-school.  



Janet Kloppenburg - JJK Research - Analyst  

So preppy will still be a prevalent theme?  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Sure.  

Janet Kloppenburg - JJK Research - Analyst  

As will Bohemian?  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Bohemian is really a lot about -- I mean, embellishment continues, you know it, you see out there and through color, so there's elements of that 
that we are moving forward.  

Janet Kloppenburg - JJK Research - Analyst  

You don't have to tell me the theme, but are there other major themes evolving that you see that would make the assortment more diverse.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Yes.  

Janet Kloppenburg - JJK Research - Analyst  

And lastly, Laura, am I to infer your comment about the cash position and the stock buyback that we should stay tuned, that there could be an 
announcement on a stock buyback?  

Laura Weil - American Eagle Outfitters Inc - CFO  

All I can say is that I am very much in favor of one and I have recommended that to our Board of Directors and it's under consideration.  

Janet Kloppenburg - JJK Research - Analyst  

Many thanks.  

Operator  

Your next question comes from Kimberly Greenberger with Smith Barney.  



Kimberly Greenberger - Smith Barney - Analyst  

Great, thank you. Good morning. I just wanted to know if you could elaborate on a couple of things that Roger and Jim mentioned earlier in the 
call, the increased focus on categories, if you can just talk about exactly what that means to you? Also, what are the opportunities in size, 
profiling and the strategy there? And also what are the allocation opportunities? If I could just get two pieces of housekeeping data from you, 
the average dollar sale in Q1? And if you can tell how much traffic, excluding transactions, your pure traffic counter number, how much that 
increased in the first quarter, that would be helpful. Thanks.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

I will take the one, Kimberly, as relates to new categories. Roger and Jim both touched on it as it relates to knits. We are a denim destination 
with our fits and our newness and are very innovative there, and we want to expand and become a destination in the knit top categories. We 
think the combination is a big win for us in the future.  

Laura Weil - American Eagle Outfitters Inc - CFO  

You know we would rather not give out our average sale information, but for the first quarter it was up in the double digits. Okay, Kimberly?  

Kimberly Greenberger - Smith Barney - Analyst  

Okay. Opportunities in size profiling and allocation, what are the opportunities there and how do you guys think you will be taking advantage 
of those?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Last year as we talk about the back half of the year, one of the things that -- one of the things that came across to us in our store visits and our 
analysis, as well as we did in the third and fourth quarter's of last year, we also recognized that we had missed opportunities in certain smaller 
sizes. So we have an initiative today to increase the percentage of small sizes in our mix. So we think that's a big opportunities. Our brand 
really resonates across all ethnic groups and we think that we can do a lot more in terms of smaller sizes.  

The other thing that we did successfully, and we continue to, is hold fit clinics. We believe that fit is extremely important to our brand. And we 
are constantly looking to ensure that our fit is consistent across sizes, and that it meets our customers needs. So I think between the fit clinics, 
the size profiling which we are going to continue to do a better, better job at the store level, we are actually having an initiative going on now in 
terms of improving systems that will enable us to do a better job at the store level in terms of sizes. And then the third thing is really making 
sure that we meet the needs of customers who want smaller sizes.  

Kimberly Greenberger - Smith Barney - Analyst  

Is that what you meant by your allocation opportunities as well, as it relates to size or were there other allocation opportunities?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Yes. I think those -- the three things I just really enumerated are the key elements. And obviously when I say at the store level, what I'm really 
referring to is truly merchandising and allocating sizes by market and by store.  



Kimberly Greenberger - Smith Barney - Analyst  

Okay, great. And any comment on traffic?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Excuse me?  

Kimberly Greenberger - Smith Barney - Analyst  

Any comment on traffic for the first quarter.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Yes, we were very pleased. We know that in certain -- we have traffic counters in all of our stores, and we also are obviously aware of mall 
traffic counts. We heard estimates of mall traffic. Ours were -- our traffic was up double-digit in April. And it was up slightly for the quarter.  

Kimberly Greenberger - Smith Barney - Analyst  

Great. Thanks, Laura.  

Operator  

Your next question comes from Joe Teklits of Wachovia Securities.  

Joe Teklits - Wachovia Securities - Analyst  

Thanks. Hi, guys. Laura, a couple of questions for you. Can you just update us on your SG&A guidance? I think you said it was roughly a 10% 
increase for the year, it was more than that in Q1?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Yes. Obviously, it was up because our comps were up in excess of our initial plan. We also had some opportunities in advertising that we took 
advantage of. And they were opportunistic, but they paid off for us and we pursued them. So we had an increase in advertising expense in the 
first quarter and a few other elements.  

The other areas that we did leverage were expected in terms of communications expense and other areas of the business. I think what we are 
looking at is still -- I was looking at the second quarter, we are still looking at an increase in dollars in the low- to mid-double digits, obviously, 
based on our plan. But we do intend to leverage SG&A. So I think the key thing to keep in mind is that if we do have dollar increases based on 
the tenor of our business, we do expect to leverage SG&A.  

Joe Teklits - Wachovia Securities - Analyst  

So was the 10% based on, obviously, on some sort of comp?  



Laura Weil - American Eagle Outfitters Inc - CFO  

Yes.  

Joe Teklits - Wachovia Securities - Analyst  

What is that comp so we can judge where you are? What's the comp plan that you are judging -- that you're basing the 10% SG&A on?  

Laura Weil - American Eagle Outfitters Inc - CFO  

We don't give comp guidance. It was, obviously, not the comp that we achieved in the first quarter.  

Joe Teklits - Wachovia Securities - Analyst  

Right. Okay. Can you, try another one, can you break down your sales for the quarter between your comp stores and new stores for me?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Comp and new, I think I would have to do that off-line with you. I mean we gave out the total sales increase and we gave out the comp increase 
and you can do the math. But if you want any further detail on that --  

Joe Teklits - Wachovia Securities - Analyst  

I will call you off-line. When you close stores and some moving parts it just makes --  

Laura Weil - American Eagle Outfitters Inc - CFO  

Okay. All right. Well we can go through that. Judy or I will go through that with you later.  

Jim O'Donnell - American Eagle Outfitters Inc - CEO  

It's 2% higher in comp in the A's over the B's.  

Joe Teklits - Wachovia Securities - Analyst  

All right. Last question, then. For Jim or Roger, I think this has been answered, but let me just state it a different way. You did $96 per square 
foot in Q1, which was from what I can see a record level. All things being equal, economy, fashion, et cetera, is there any reason in the back 
half of the year that you can't continue to do these peak productivity numbers? I think Q1 was 9% above the previous peak. Is there something 
to do with the dollar volume in the back half of the year, the amount of traffic that just makes it that much more difficult to drive productivity? 
Or can we look at -- is it possible to do these kind of increases throughout the year?  



Roger Markfield - American Eagle Outfitters Inc - Vice Chairman, President  

Historically, first quarter, the $96 obviously last year we were $414 per foot, I believe. And obviously on $96, when you are running $20 on the 
first quarter and the first quarter you can take the number and see what it would do for the year, I don't want to put that number out there 
because it's not my sense is that's not doable. But there's no question that we are approaching the $500 a foot basis on a portfolio of 850 stores 
which is a great number.  

Joe Teklits - Wachovia Securities - Analyst  

Thanks.  

Operator  

Your next question comes from Tom Filandro with Susquehanna.  

Tom Filandro - Susquehanna Financial Group - Analyst  

Thanks. Quick question for Laura. You mentioned Profit Logic in your comments, Laura, could you be a little more specific, if it did have an 
impact in the first quarter on the gross margin and what impact might it have for the rest of the year? Thank you.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Tom, I think we had mentioned in the past that we use it primarily in clearance, and we try to maintain the integrity of the merchandise in the 
front of the store and we don't use it quite to the extent we do in the back of the store. So I think it's been very efficient for us. I haven't 
analyzed the first quarter to be honest with you. In the fourth quarter it definitely paid for itself. So we are seeing benefits to having it; 
particularly in the area of regionalized markdowns and being able to have that information and use it, obviously, very profitably.  

Tom Filandro - Susquehanna Financial Group - Analyst  

Thank you.  

Laura Weil - American Eagle Outfitters Inc - CFO  

Stacey, I think we have time for one more question.  

Operator  

Okay. And your final question comes from Stacy Pak with Prudential.  

Stacy Pak - Prudential Equity Group - Analyst  

Thanks. On the buyback, I don't want to beat it to death, but, Laura, how much cash do you realistically need on the balance sheet if there ever 
is one announced? And then on the size profiling, when does the roll-out of that begin and when is it completed? And then also on the Profit 
Logic can you just expand on how you are using it for regional markdowns, if you are at this stage.  



Laura Weil - American Eagle Outfitters Inc - CFO  

In terms of cash, we have roughly $700 million in short and long-term right now. And our cash flow estimates assuming CapEx, our 
expectations in CapEx, we think that it's reasonable to have $400 to $500 million at any given time. So I believe that we have the cash to do a 
repurchase and be able to invest in our business, invest in our new concept, and do the things that we think are right for the business.  

In terms of the size profiling, we are working on that currently. We obviously do size profiling today, so I don't want to mislead anybody to 
think that we don't do it, but what we would like to do is improve it. And we should be on our way in the back half of the year.  

Stacy Pak - Prudential Equity Group - Analyst  

Is that a year process to roll it all the way out?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Yes, it is. We'll do it carefully. I want to emphasize the fact that we do it today, we just think that we can do a better job of it.  

Susan McGalla - American Eagle Outfitters Inc - Chief Merchandising Officer  

Stacy, and I will add on to what Laura said to answer your question on Profit Logic. As it relates to regional markdowns, the strategy behind it 
is quite obvious on the back half of the year when you are talking about cold weather stores versus warm weather stores. We are actually quite 
pleased with some of the recommendations the tool is making on the spring side. When you go through cycles of the warm weather stores and 
some of the cool weather we've had up North and that kind of thing, the tool recommends maybe a deeper markdown than we normally would 
have taken on the first hit, and that allows us to take that, sell through it much quicker up front, and more profitably in the long term of the 
item. So actually, as Laura stated, we're seeing benefits of regional markdowns on the spring side as well, which we are quite pleased with.  

Stacy Pak - Prudential Equity Group - Analyst  

Great.  

Operator  

Any closing remarks, sir?  

Laura Weil - American Eagle Outfitters Inc - CFO  

Jim, do you have any closing comments?  

Jim O'Donnell - American Eagle Outfitters Inc - CEO  

No, I thank everyone for listening in. I know there's a concern about -- and many questions about the second half of the year and justifiably so. 
But I do want to state that if we thought we did everything right last year, we might be a little more anxious. We are still humble. We are not 
cocky. But we did some hindsight meetings with our design and merchandising and operations teams, and we identified a number of areas that 
we have upside opportunity for the third and fourth quarter. Will it be as robust as our last year's fourth quarter? Only time will tell. Thanks, 
everyone.  



Laura Weil - American Eagle Outfitters Inc - CFO  

Thank you.  

Operator  

This concludes today's American Eagle Outfitters conference call. You may now disconnect.  

   

 

End of Filing  
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