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UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
   

FORM 8-K  
   

CURRENT REPORT  
Pursuant to Section 13 or 15(d)  

of The Securities Exchange Act of 1934  

Date of Report  
(Date of earliest event reported)  

March 11, 2014  
   

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

   

   

   

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

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

   

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

   

   

   

   
      

  

  

  

  

Delaware   1-33338   13-2721761 
(State of incorporation) 

  
(Commission  
File Number)    

(IRS Employer  
Identification No.)  

77 Hot Metal Street  
Pittsburgh, Pennsylvania   15203-2329 

(Address of principal executive offices)   (Zip Code) 

  

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

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

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

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



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

On March 11, 2014, American Eagle Outfitters, Inc. (the “Company”) issued a press release announcing, among other things, the 
Company’s financial results for the fourth quarter ended February 1, 2014. A copy of this press release is attached hereto as Exhibit 99.1. 
The Company’s Management team held a conference call on March 11, 2014 at 9:00 a.m. Eastern Time to review the aforementioned 
financial results. A replay of the conference call will be available beginning March 11, 2014 at 12:00 p.m. Eastern Time through March 
18, 2014. To listen to the replay, dial 1-877-870-5176, or internationally dial 1-858-384-5517, and reference confirmation code 
406212. An audio replay of the conference call will also be available at www.ae.com. A copy of the conference call transcript is attached 
hereto as Exhibit 99.2.  

   

(d) Exhibits  
   

   

ITEM 2.02. Results of Operations and Financial Condition 

ITEM 9.01. Financial Statements and Exhibits 

Exhibit 
No.    Description 

99.1*    Press Release dated March 11, 2014 announcing fourth quarter 2013 financial results 

99.2*    Conference Call Transcript dated March 11, 2014 

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



SIGNATURE  

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

    AMERICAN EAGLE OUTFITTERS, INC. 
    (Registrant) 

Date: March 13, 2014     By:   /s/ Scott Hurd  
      Scott Hurd 
      Vice President and Controller 
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Exhibit 
Number    Description 

99.1*    Press Release dated March 11, 2014 announcing fourth quarter 2013 financial results 

99.2*    Conference Call Transcript dated March 11, 2014 

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



E XHIBIT 99.1 

A MERICAN E AGLE O UTFITTERS  
R EPORTS F OURTH Q UARTER AND F ISCAL 2013 R ESULTS  

PITTSBURGH–March 11, 2014 - American Eagle Outfitters, Inc. (NYSE:AEO) today reported adjusted earnings of $0.27 per share for the 13 
week period ended February 1, 2014, compared to adjusted earnings of $0.55 per share for the 14 week period ended February 2, 2013. GAAP 
earnings of $0.05 per share include non-GAAP charges of ($0.22) per share, which are outlined in the accompanying GAAP to Non-GAAP 
reconciliations. This compares to GAAP earnings of $0.47 per share last year.  

The company also announced adjusted earnings of $0.74 per share for the 52 week period ended February 1, 2014, compared to adjusted 
earnings from continuing operations of $1.39 per share for the 53 week period ended February 2, 2013. GAAP earnings of $0.43 per share 
include non-GAAP charges of ($0.31) per share, which are outlined in the accompanying GAAP to Non-GAAP reconciliations. This compares 
to GAAP earnings from continuing operations of $1.32 per share last year. The EPS figures refer to diluted earnings per share.  

Jay Schottenstein, Interim CEO stated, “The Company’s results in 2013 were highly disappointing. While tough macro conditions have 
persisted in our retail sector, our merchandise and overall customer experience fell short of expectations. We’re taking steps to bring greater 
focus and excitement to our product offering and better engage our core customers. Our brands remain incredibly strong and I’m confident in 
our ability to execute the strategic plan and resume long-term profitable growth.”  

The following discussion is based on Non-GAAP results, which exclude the adjustments presented in the accompanying GAAP to Non-GAAP 
reconciliations.  

Fourth Quarter 2013 Non-GAAP Results  
   

   

   

   

   

  
•   Total net revenue for the 13 weeks decreased 7% to $1.04 billion from $1.12 billion for the 14 week period last year. Consolidated 

comparable sales for the 13 weeks decreased 7% over the same 13 week period last year. This follows a 4% comparable sales 
increase last year. 

  •   Gross profit decreased 28% to $332 million and decreased 930 basis points to 31.9% as a rate to revenue. The decrease was 
primarily the result of increased promotional activity and the deleverage of rent on negative comparable sales. 

  •   Selling, general and administrative expense of $216 million decreased 15% and leveraged 190 basis points to 20.7% as a rate to 
revenue. Lower incentive costs and a planned reduction in advertising drove the majority of the decline. 

  •   Operating income decreased 52% to $86 million. The operating margin decreased 770 basis points to 8.2%. 

  •   Adjusted EPS of $0.27 compares to $0.55 last year, a 51% decrease. 



Fiscal 2013 Non-GAAP Results  
   

   

   

   

   

Inventory  

Total merchandise inventories at the end of the fourth quarter declined 12% to $292 million compared to $332 million last year. At cost per 
foot, inventory decreased 16%, driven by a change in ownership terms. Excluding the change in ownership terms, ending inventory at cost per 
foot increased in the high single-digits, compared to an 8% decline last year. First quarter 2014 ending inventory at cost per foot is expected to 
decline in the mid single-digits.  

Capital Expenditures  

In 2013, capital expenditures totaled $278 million, which was above earlier expectations due in part to the timing of investments in our new 
distribution center and related systems to support omni-channel. For fiscal 2014, the company expects capital expenditures of approximately 
$230 million. Nearly half of the capital spending plan is for new and upgraded systems, the completion of the distribution center and omni-
channel projects, while the rest relates to store upgrades, as well as factory and international store expansion plans.  

Real Estate  

In 2013, total square footage increased 5%. The company opened 64 stores, including 39 factory stores, six stores in Mexico and seven stores 
in China and Hong Kong. The company closed 42 stores, including 29 aerie stand alone locations. For additional fiscal 2013 actual and fiscal 
2014 projected real estate information, see the accompanying table.  

Cash and Investments  

The company ended the quarter with total cash and investments of $429 million compared to $631 million last year.  

  •   Total net revenue for the 52 weeks decreased 5% to $3.31 billion from $3.48 billion for the 53 week period last year. Consolidated 
comparable sales for the 52 weeks decreased 6% over the same 52 week period last year. This follows a 9% increase last year. 

  •   Gross profit decreased 18% to $1.14 billion and decreased 540 basis points to 34.6% as a rate to revenue, primarily as a result of 
higher promotional activity and the deleverage of rent on negative comparable sales. 

  •   Selling, general and administrative expense of $789 million decreased 5%, and deleveraged 10 basis points to 23.9% as a rate to 
revenue. The decrease resulted primarily from lower incentive costs, offset by higher store payroll and corporate salaries. 

  •   Operating income decreased 47% to $234 million. The operating margin decreased 550 basis points to 7.1%. 

  •   Adjusted EPS of $0.74 compares to $1.39 last year, a 47% decrease. 



First Quarter Outlook  

Business conditions remain challenging, with severe winter weather contributing to weak demand. Based on a high single-digit decline in 
comparable sales, management expects first quarter EPS to be approximately breakeven compared to adjusted EPS of $0.18 last year. The 
guidance excludes potential asset impairment and restructuring charges.  

Conference Call and Supplemental Financial Information  

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

Non-GAAP Measures  

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

* * * *  

About American Eagle Outfitters, Inc.  

American Eagle Outfitters, Inc. (NYSE: AEO) is a leading global specialty retailer offering high-quality, on-trend clothing, accessories and 
personal care products at affordable prices under its American Eagle Outfitters® and Aerie® brands. The company operates more than 1,000 
stores in the United States, Canada, Mexico, China, and Hong Kong, and ships to 81 countries worldwide through its websites. American Eagle 
Outfitters and Aerie merchandise also is available at 69 licensed international franchise stores in 12 countries. For more information, please 
visit www.ae.com.  

“Safe Harbor” Statement under the Private Securities Litigation Reform Act of 1995: This release contains forward-looking statements, which 
represent our expectations or beliefs concerning future events, specifically regarding first quarter 2014 results. All forward-looking statements 
made by the company involve material risks and uncertainties and are subject to change based on factors beyond the company’s control. Such 
factors include, but are not limited to the risk that the company’s operating, financial and capital plans may not be achieved and the risks 
described in the Risk Factor Section of the company’s Form 10-K and Form 10-Q filed with the Securities and Exchange Commission. 
Accordingly, the company’s future performance and financial results may differ materially from those expressed or  



implied in any such forward-looking statements. The company does not undertake to publicly update or revise its forward-looking statements 
even if future changes make it clear that projected results expressed or implied will not be realized.  
   
CONTACT:    American Eagle Outfitters, Inc. 

   Kristen Zaccagnini, 412-432-3300 



AMERICAN EAGLE OUTFITTERS, INC.  
CONSOLIDATED BALANCE SHEETS  

(Dollars in thousands)  
   

     
February 1,  

2014     
February 2,  

2013   
     (unaudited)         

ASSETS       
Cash and cash equivalents     $ 418,933      $ 509,119    
Short-term investments       10,002        121,873    
Merchandise inventory       291,541        332,452    
Accounts receivable       73,882        46,321    
Prepaid expenses and other       83,724        73,805    
Deferred income taxes       45,478        58,230    

                     

Total current assets       923,560        1,141,800    
                     

Property and equipment, net       637,417        509,633    
Intangible assets, net       49,271        38,136    
Goodwill       13,530        11,484    
Non-current deferred income taxes       24,835        31,282    
Other assets       45,551        23,718    

                     

Total Assets     $ 1,694,164      $ 1,756,053    
         

  

        

  

LIABILITIES AND STOCKHOLDERS ’  EQUITY       
Accounts payable     $ 203,872      $ 176,874    
Accrued compensation and payroll taxes       23,560        65,533    
Accrued rent       76,397        77,873    
Accrued income and other taxes       5,778        29,155    
Unredeemed gift cards and gift certificates       47,194        46,458    
Current portion of deferred lease credits       13,293        13,381    
Other current liabilities and accrued expenses       45,384        26,628    

                     

Total current liabilities       415,478        435,902    
                     

Deferred lease credits       59,510        59,571    
Non-current accrued income taxes       16,543        19,011    
Other non-current liabilities       36,455        20,382    

                     

Total non-current liabilities       112,508        98,964    
                     

Commitments and contingencies       —          —      
Preferred stock       —          —      
Common stock       2,496        2,496    
Contributed capital       573,008        627,065    
Accumulated other comprehensive income       12,157        29,297    
Retained earnings       1,569,851        1,553,058    
Treasury stock       (991,334 )      (990,729 )  

                     

Total stockholders’  equity       1,166,178        1,221,187    
                     

Total Liabilities and Stockholders’  Equity     $ 1,694,164      $ 1,756,053    
         

  

        

  

Current Ratio       2.22        2.62    



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

(unaudited)  
   

   

     GAAP Basis   

     

13 Weeks Ended 
 

February 1,  
2014      

% of  
Revenue     

14 Weeks Ended 
 

February 2,  
2013      

% of  
Revenue   

Total net revenue     $ 1,041,707         100.0 %    $ 1,117,053         100.0 %  
Cost of sales, including certain buying, occupancy and warehousing 

expenses       735,687         70.6 %      657,298         58.8 %  
                                           

Gross profit       306,020         29.4 %      459,755         41.2 %  
Selling, general and administrative expenses       222,191         21.3 %      255,251         22.9 %  
Loss on impairment of assets       25,149         2.4 %      34,427         3.1 %  
Depreciation and amortization       34,703         3.4 %      30,116         2.7 %  

                                           

Operating income       23,977         2.3 %      139,961         12.5 %  
Other income, net       35         0.0 %      1,446         0.1 %  

                                           

Income before income taxes       24,012         2.3 %      141,407         12.6 %  
Provision for income taxes       13,502         1.3 %      46,631         4.1 %  

                                           

Income from continuing operations       10,510         1.0 %      94,776         8.5 %  
Loss from discontinued operations, net of tax       —           0.0 %      —           0.0 %  

         
  

         
  

        
  

         
  

Net income     $ 10,510         1.0 %    $ 94,776         8.5 %  
                                           

Basic income per common share:             
Income from continuing operations     $ 0.05         $ 0.48       
Loss from discontinued operations       —             —         

                           

Net income per basic share     $ 0.05         $ 0.48       
         

  
           

  
   

Diluted income per common share:             
Income from continuing operations     $ 0.05         $ 0.47       
Loss from discontinued operations       —             —         

                           

Net income per diluted share     $ 0.05         $ 0.47       
                           

Weighted average common shares outstanding - basic       192,953           196,137       
Weighted average common shares outstanding - diluted       194,287           201,376       

     GAAP Basis   

     

52 Weeks Ended 
 

February 1,  
2014      

% of  
Revenue     

53 Weeks Ended 
 

February 2,  
2013     

% of  
Revenue   

Total net revenue     $ 3,305,802         100.0 %    $ 3,475,802        100.0 %  
Cost of sales, including certain buying, occupancy and warehousing 

expenses       2,191,803         66.3 %      2,085,480        60.0 %  
                                          

Gross profit       1,113,999         33.7 %      1,390,322        40.0 %  
Selling, general and administrative expenses       796,505         24.1 %      834,601        24.0 %  
Loss on impairment of assets       44,465         1.3 %      34,869        1.0 %  
Depreciation and amortization       131,974         4.0 %      126,246        3.6 %  

                                          

Operating income       141,055         4.3 %      394,606        11.4 %  
Other income, net       1,022         0.0 %      7,432        0.2 %  

                                          

Income before income taxes       142,077         4.3 %      402,038        11.6 %  
Provision for income taxes       59,094         1.8 %      137,940        4.0 %  

         
  

         
  

        
  

        
  

Income from continuing operations       82,983         2.5 %      264,098        7.6 %  
Loss from discontinued operations, net of tax       —           0.0 %      (31,990 )      -0.9 %  

                                          

Net income     $ 82,983         2.5 %    $ 232,108        6.7 %  
                                          

Basic income per common share:            
Income from continuing operations     $ 0.43         $ 1.35      
Loss from discontinued operations       —             (0.16 )    

                          

Net income per basic share     $ 0.43         $ 1.19      
                          

Diluted income per common share:            
Income from continuing operations     $ 0.43         $ 1.32      
Loss from discontinued operations       —             (0.16 )    



                          

Net income per diluted share     $ 0.43         $ 1.16      
                          

Weighted average common shares outstanding - basic       192,802           196,211      
Weighted average common shares outstanding - diluted       194,475           200,665      



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  
(Dollars in thousands, except per share amounts)  

(unaudited)  
   

   

     
13 Weeks Ended  
February 1, 2014   

     
Gross  
Profit     

Selling, general  
& administrative 

 
expenses     

Depreciation 
 

and  
amortization     

Operating  
income (loss)     

Income  
before  
income  
taxes     

Diluted  
income per 

 
common  

share   
GAAP Basis     $ 306,020      $ 222,191      $ 34,703      $ 23,977      $ 24,012      $ 0.05    

Asset Impairment (1) :       —          —          —          (25,149 )      (25,149 )      (0.08 )  

Asset Write-offs & Corporate Charges (2) :       (26,199 )      6,328        4,118        (36,645 )      (37,853 )      (0.12 )  

Tax Related (3) :       —          —          —          —          —          (0.02 )  
                                                             

Non-GAAP Basis     $ 332,219      $ 215,863      $ 30,585      $ 85,771      $ 87,014      $ 0.27    

% of Total Net Revenue       31.9 %      20.7 %      3.0 %      8.2 %      8.3 %    

(1)   -  Pre-tax asset impairment for AEO & aerie brand stores. 
(2) 

  

-

  

Pre-tax charges including $24.1M of charges related to fabric and product liabilities and the discontinuation of the AE Performance line, 
$9.1M of corporate & store asset write-offs, $3.3M of employee severance & related costs and $1.3M for the write-down of the 
Company’s corporate jet. 

(3)   -  International valuation allowance, partially offset by tax benefits from changes in tax reserves. 



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  
(Dollars in thousands, except per share amounts)  

(unaudited)  
   

   

     
52 Weeks Ended  
February 1, 2014   

     
Gross  
Profit     

Selling, general  
& administrative 

 
expenses     

Depreciation 
 

and  
amortization     

Operating  
income (loss)     

Income  
before  
income  
taxes     

Diluted  
income per 

 
common  

share   
GAAP Basis     $ 1,113,999      $ 796,505      $ 131,974      $ 141,055      $ 142,077      $ 0.43    

Asset Impairment (1) :       —          —          —          (44,465 )      (44,465 )      (0.14 )  

Asset Write-offs & Corporate Charges (2) :       (28,624 )      7,840        11,724        (48,188 )      (49,396 )      (0.16 )  

Tax Related (3) :       —          —          —          —          —          (0.01 )  
                                                             

Non-GAAP Basis     $ 1,142,623      $ 788,665      $ 120,250      $ 233,708      $ 235,938      $ 0.74    

% of Total Net Revenue       34.6 %      23.9 %      3.6 %      7.1 %      7.2 %    

(1)   -  Pre-tax asset impairments for AEO & aerie brand stores and Warrendale Distribution Center.  
(2) 

  

-

  

Pre-tax charges including $24.1M of charges related to fabric and product liabilities and the discontinuation of the AE Performance line, 
$14.3M of corporate & store asset write-offs, $6.3M for the write-down of the Company’s corporate jet and $4.7M of employee 
severance & related costs. 

(3)   -  International valuation allowance, partially offset by tax benefits from changes in tax reserves. 



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  
(Dollars in thousands, except per share amounts)  

(unaudited)  
   

   

     
14 Weeks Ended  
February 2, 2013   

     
Gross  
Profit     

Selling, general  
& administrative 

 
expenses     

Depreciation 
 

and  
amortization     

Operating  
income (loss)     

Income  
before  
income  
taxes     

Diluted  
income per 

 
common  

share   
GAAP Basis     $ 459,755      $ 255,251      $ 30,116      $ 139,961      $ 141,407      $ 0.47    

Asset Impairment (1) :       —          —          —          (34,427 )      (34,427 )      (0.11 )  

Asset Write-offs & Corporate Charges (2) :       (893 )      2,121        —          (3,014 )      (3,014 )      (0.01 )  

Tax Related (3) :       —          —          —          —          —          0.04    
                                                             

Non-GAAP Basis     $ 460,648      $ 253,130      $ 30,116      $ 177,402      $ 178,848      $ 0.55    

% of Total Net Revenue       41.2 %      22.6 %      2.7 %      15.9 %      16.0 %    

(1)   -  Pre-tax asset impairments for AEO & aerie brand stores. 
(2)   -  Pre-tax charges including $2.1M of employee severance & related costs and $0.9M of asset write-offs. 
(3)   -  Tax benefits from audit settlements. 



AMERICAN EAGLE OUTFITTERS, INC.  
GAAP TO NON-GAAP RECONCILIATION  
(Dollars in thousands, except per share amounts)  

(unaudited)  
   

   

     
53 Weeks Ended  
February 2, 2013   

     
Gross  
Profit     

Selling, general  
& administrative 

 
expenses     

Depreciation 
 

and  
amortization     

Operating  
income (loss)     

Income  
before  
income  
taxes     

Diluted  
income per 

 
common  

share   
GAAP Basis     $ 1,390,322      $ 834,601      $ 126,246      $ 394,606      $ 402,038      $ 1.32    

Asset Impairment (1) :       —          —          —          (34,869 )      (34,869 )      (0.11 )  

Asset Write-offs & Corporate Charges (2) :       (893 )      6,046        710        (7,649 )      (7,649 )      (0.02 )  

Tax Related (3) :       —          —          —          —          —          0.06    
                                                             

Non-GAAP Basis     $ 1,391,215      $ 828,555      $ 125,536      $ 437,124      $ 444,556      $ 1.39    

% of Total Net Revenue       40.0 %      23.8 %      3.6 %      12.6 %      12.8 %    

(1)   -  Pre-tax asset impairments for AEO & aerie brand stores. 
(2)   -  Pre-tax charges including $6.0M of employee severance & related costs and $1.6M of asset write-offs. 
(3)   -  Tax benefits from audit settlements. 



AMERICAN EAGLE OUTFITTERS, INC.  
COMPARABLE SALES RESULTS BY BRAND  

(unaudited)  
   

   

   

     
Fourth Quarter  

Comparable Sales   
     2013 (1)     2012 (1)   
American Eagle Outfitters, Inc. (3)       -7 %      4 %  

AE Total Brand (3)       -7 %      5 %  
aerie Total Brand (3)       -4 %      3 %  
AEO Direct       8 %      25 %  

     
Fiscal Year  

Comparable Sales   
     2013 (2)     2012 (2)   
American Eagle Outfitters, Inc. (3)       -6 %      9 %  

AE Total Brand (3)       -7 %      9 %  
aerie Total Brand (3)       -2 %      11 %  
AEO Direct       13 %      25 %  

(1) Fourth quarter 2013 comp sales are compared to the sales for the 13 weeks ended February 2, 2013. Fourth quarter 2012 comp sales are 
for the 13 weeks ended February 2, 2013 compared to the 13 weeks ended February 4, 2012. 

(2) Fiscal year 2013 comp sales are compared to the sales for the 52 weeks ended February 2, 2013. Fiscal year 2012 comp sales are for the 
52 weeks ended February 2, 2013 compared to the 52 weeks ended February 4, 2012. 

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



AMERICAN EAGLE OUTFITTERS, INC.  
REAL ESTATE INFORMATION  

(unaudited)  
   

   

     

Fourth Quarter 
 

2013     
Fiscal Year 

2013     
Fiscal 2014  
Guidance 

Consolidated stores at beginning of period       1,064        1,044      1,066 
Consolidated stores opened during the period         

AE Brand (1)       18        64      40 - 50 
Consolidated stores closed during the period         

AE Brand       (6 )      (13 )    (15) - (20) 
aerie       (10 )      (29 )    (25) - (30) 

                          

Total consolidated stores at end of period       1,066        1,066      1,056 - 1,076 

Stores remodeled and refurbished during the period       4        56      45 
Total gross square footage at end of period       6,503,486        6,503,486      Not Provided 

International licensed stores at end of period (2)       66        66      106 

(1) 
    

Fiscal Year includes 39 outlet store openings and six franchise stores in Hong Kong and China that were acquired by the company in the 
second quarter of 2013.  

(2)   -  International licensed stores are not included in the consolidated store data or the total gross square footage calculation. 



EXHIBIT 99.2 

American Eagle Outfitters, Inc.  
Fourth Quarter 2013  
Conference Call Transcript dated March 11, 2014  

Operator: Greetings and welcome to the American Eagle Fourth Quarter 2013 Earnings Conference Call. At this time, all participants are in a 
listen-only mode. A question and answer session will follow the formal presentation. If anyone should require Operator assistance during the 
conference, please press star, zero, on your telephone keypad. As a reminder, this conference is being recorded.  

I would now like to turn the conference over to your host Ms. Judy Meehan. Thank you, you may now begin.  

Judy Meehan- American Eagle Outfitters Inc- VP IR: Good morning everyone. Joining me today for our prepared remarks are Jay 
Schottenstein, Interim CEO; Roger Markfield, Executive Creative Director, and Mary Boland Chief Financial and Administrative Officer. Also 
joining us for the Q&A today are Jen Foyle, CMO of Aerie brand and Michael Rempell, Chief Operating Officer.  

Before we begin today’s call, I need to remind you that we will make certain forward-looking statements. These statements are based upon 
information that represents the Company’s current expectations or beliefs. The results actually realized may differ materially from those 
expectations based on risk factors included in our SEC filings. Our comments today will focus on results from continuing operations and 
include non-GAAP adjustments. Please refer to the tables attached to the press release. We have also posted a financial supplement on our 
website.  

Now I’ll turn the call over to Jay for opening remarks.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  Thank you and good morning. I am glad that you joined our call today. 
I’m very excited to be back as the acting CEO of this great company. American Eagle has been in my family since 1981, when we had just a 
handful of stores. Over the years, I have seen this company grow from a $150 million in sales to over $3 billion with strong profitability.  

I served as CEO from 1992 to 2002, when we built this brand into what it is today. I hired Roger in 1993, then we went public a year later. In 
2002, I stepped out of the CEO role and remained on as Chairman of the Board. The Company is very personal to me; I’m passionate and 
deeply committed to our brands, associates and stockholders. I am also a large shareholder myself and I’ve recently added to my holdings, 
underscoring my confidence in the team and our ability to reinvigorate our business.  

The past year has been tough and we are very disappointed with the Company’s financial results. Looking back, our merchandise and overall 
customer experience fell short of expectations. We’ve disappointed our customers and are working hard to get back on track. The search for a 
new CEO is underway, yet in the meantime we are not standing still. We have aggressive near-term plans and a sense of urgency to deliver 
improvements.  

My role is to ensure our teams are aligned and working together towards our common goals. The connection between merchandising, 
marketing, stores, e-commerce, production, technology essentially all areas of our business has been strengthened. We’ve got great talent. I’m 
confident that with Roger’s engagement and focus we will deliver better merchandise infused with the outstanding quality and value that our 
customers expect. We will energize the customer experience and bring fun back into our brand both in stores and online. The experience for 
our customer must be outstanding. This is at the heart of all great brands and the foundation of our past success.  

Our long term strategic agenda remains in place, including continuing our factory store expansion plans. The investments to build omnichannel 
capabilities are clearly important to our future and global expansion is a very exciting opportunity.  

Before I turn it over to Roger I’d like to reemphasize the confidence I have in the team to execute our goals. I’m excited to be here and look 
forward to delivering on the many opportunities we have. Now over to you, Roger.  



Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director:  Thanks, Jay. Good morning to all of you. I wholeheartedly 
agree with Jay. As an organization, we bring a long history, vast experience, deep knowledge and indelible brands, yet we have a lot to improve 
on and that’s our focus. 2013 and the fourth quarter were challenging. Although the macro wasn’t easy, especially the decline in mall traffic, 
we simply did not do enough to drive traffic to our stores. Our merchandise assortments were inconsistent and the overall customer experience 
lacked the excitement and fun our customers demand and deserve. As a result, the need for markdowns and promotions hit record high levels. 
This adversely affected both our top line and merchandise margins. This is a big opportunity for us and something we are determined to fix in 
2014.  

Even with these challenges, our brands remain incredibly strong. We are still our customers’ choice for denim; in fact, we are thrilled with the 
popularity of the brand as can be seen on page three of the slide show. Recently, Shakira wore AE Jeans for her spread in Women’s Health 
magazine. This is one great example of the popularity and broad reach of our denim line.  

Though store traffic was difficult, our online business was strong, increasing in the low teens this year. Within Aerie, we continue to right-size 
the brand, closing poor performing stores and positioning it appropriately alongside AE. Aerie delivered particular strength online and is 
getting great traction in global markets. Factory stores performed well in 2013 and we remain excited about this opportunity and the made-for-
factory product assortment.  

Now over the past several weeks we have taken steps to move in the right direction. We will align our marketing plans to better support our 
product and drive traffic. We have strong leadership in place across our brands and channels. Jen is here leading the Aerie brand and Chad 
Kessler has joined to head the AE brand, bringing over 20 years of experience in our sector. To be effective, we must embrace the youthful 
spirit of our customers and be passionate about our brands.  

Some of the specific opportunities we are addressing for the near-term include strengthening our product assortments, including trend, value 
and quality. We must be innovative with distinct finishes, fabrics and washes which will set us apart, capitalizing on the strength and popularity 
of our core programs such as AE jeans, all bottoms, Aerie’s undies and men’s underwear. We need to maximize what we are known for with 
stronger marketing support. We will also drive legacy categories including accessories and outerwear which were deemphasized last year. We 
need to bring fun back to our brands with compelling events that engage our customers and are supported by clear and simple creative 
marketing messages. We are upgrading our styling and creative marketing to inspire our customers. Speed to market and fluid fashion flows 
remain our priority to drive the customer experience.  

Our soft dressing fashion line is an example of testing innovation. The full assortment is now online and you can see some of the key looks on 
page four of the slide show or go online. More relevant marketing campaigns and de-emphasize low margin box-off promotions. AE’s real 
people and Aerie’s recent Real campaign were great examples of how we need to deliver and build brand momentum. We will better balance 
our inventories to our sales plans.  

As Jay said, we have a sense of urgency to make improvements. Stabilizing and strengthening our North American business is absolutely job 
number one. Over the years, we’ve had our share of challenges and we’ve always recovered. It’s clear the retail environment is changing and 
we are making the right adjustments to adapt our business.  

Along those lines, we continue to make progress connecting the dots between our stores and digital channels. We launched the pilot of ship 
from store and expect to expand it by the fall season. Our new distribution center opens this summer. This will enable a single pool of 
inventory, which over time will bring greater efficiencies and inventory utilization. We are making ongoing improvements across digital to 
drive better customer engagement and brand experience for all channels and devices. Having the best mobile and overall digital sites are 
absolutely critical to serve our customers. Additionally, we will continue to expand internationally where we see strong demand. We’ll do so 
profitably with the right mix of licensed stores and Company-owned markets. Our brands are highly relevant and resonate with customers from 
Asia to Latin America and we will build on that momentum. We’ re excited to enter the London market later this year.  



Before turning it over to Mary I’d like to emphasize that I am thrilled the team is working in sync across all creative areas. We have strong 
leaders who are highly focused on developing the outstanding young talent across our organization. I have great confidence in our future and 
I’ll leave it at that. Mary?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Thanks, Roger. The fourth quarter and annual 
financial results largely reflected weak store traffic in North America and the high level of promotional activity which had a significant impact 
on margins and EPS. Total revenue for the 13-week period ended February 1, 2014, compared to the 14-week period ended February 2, 2013, 
decreased 7% to $1.04 billion. On comparable weeks and excluding the extra week in the fourth quarter of last year, total revenue declined 
about 2%. Consolidated comparable sales decreased 7% against a 4% increase last year. AE brand comps decreased 7%, Aerie comps 
decreased 4%, and the total online business grew 8% compared to last year. Lower transactions and transaction value drove the comp decline in 
stores. Additional sales information can be found on page eight.  

The consolidated gross margin fell 930 basis points to 31.9%. Increased markdowns drove 810 basis points of the decline, which was partially 
offset by 60 basis points of cost improvement. Buying, occupancy and warehousing costs increased 180 basis points as a rate to revenue due to 
the deleverage of rent on negative comps and increased delivery costs.  

Selling, general and administrative expense decreased 15% and leveraged 190 basis points as a rate to revenue. The majority of the 
improvement was due to lower incentive costs and a planned reduction in advertising expense.  

Depreciation and amortization increased slightly and deleveraged 30 basis points. Store impairments and asset write-offs offset the increase 
from new stores and IT investments.  

Operating income for the quarter was $85.8 million, down 52% to last year and adjusted EPS of $0.27 a share decreased 51%. GAAP EPS of 
$0.05 per diluted share includes $0.22 of store impairments, asset write-offs and other corporate charges including severance and tax-related 
items. Asset write-offs include charges related to fabric and product liabilities and the discontinuation of the AE Performance line. For 
additional information, please refer to page 17.  

Now, I’d like to spend a few minutes talking about the year. Total annual revenue decreased 5% to $3.3 billion. AE brand comps decreased 
7%; Aerie comps decreased 2%, and the online business grew 13%. Weak traffic, lower transactions and transaction value drove the decline in 
store comps.  

The gross margin contracted 540 basis points to 34.6%, primarily due to 510 basis points of markdown and 150 basis points of BOW 
deleverage. The change was partially offset by 120 basis points of product cost improvement.  

Selling, general and administrative expense decreased 5%, increasing 10 basis points as rate to revenue. The decline resulted primarily from 
lower incentive costs, offset by higher store payroll and corporate salaries.  

Operating income decreased 47% to $234 million and adjusted EPS of $0.74 decreased 47%. GAAP EPS of $0.43 included the charges I 
outlined earlier. For additional information, please refer to page 18.  

Now turning to the balance sheet, starting with inventory, which can be found on page 9 of the presentation, we ended the quarter with 
inventory at cost per foot down 16% against an 8% decline last year. The year-over-year decline reflects a change in the timing of inventory 
ownership. Without this change, inventory at cost per foot increased in the high single digits. Looking forward, we expect first quarter-ending 
inventory at cost per foot to decrease in the mid single digits. Similarly, without the change in ownership, we expect inventory to increase in 
the mid single digits against a 6% decline last year. The increase is due to a investments in core categories including denim, pants and men’s 
polo’s, areas in which inventories were very light last year.  

We ended the fourth quarter with $429 million in cash and investments. Capital expenditures totaled $278 million for the year. This was above 
our earlier guidance of $250 million, due in part to the timing of investments for our new distribution center and related systems to support 
omnichannel. In 2014, capital expenditures are expected to be approximately $230 million. Similar to 2013, nearly half of the capital spending 
plan is for new and upgraded systems, the completion of the distribution center and omnichannel projects, while the rest relates to store 
upgrades as well as factory and international store expansion plans. As we have stated, 2013 and 2014 are catch-up years in which we are 
making investments that are critical for our long-term success.  



Total store square footage increased by 5% in 2013. We opened 64 stores including 39 new factory stores and 6 new stores in Mexico, in 
addition to taking ownership of our licensed stores in China and Hong Kong. We closed 42 stores including 29 Aerie standalone locations. We 
added 23 international licensed stores in 2013, ending the year with 66 stores in 12 countries. In 2014, new store openings will be largely 
driven by additional factory and international stores, including our launch in the UK. Store information can be found on pages 12 through 14.  

Now, regarding the outlook for the first quarter, business has remained highly competitive and sales trends have been choppy so far this year. 
Though we were encouraged by what we saw in the first few weeks of January, sales deteriorated and negative trends continued into the first 
quarter. This is partially due to severe winter weather which has resulted in nearly 900 full and partial day weather-related store closures in the 
month of February alone. Based on a high single-digit decline in comparable sales we expect first quarter EPS to be approximately breakeven. 
Markdowns are expected to increase, albeit at a lesser rate than in the prior quarters. We also expect to deleverage fixed costs and expense on 
negative comps. Our guidance compares to adjusted EPS of $0.18 last year and excludes potential impairment and restructuring charges.  

Across all areas of the business we are focused on expense reductions and efficiency gains. Based on the continuation of a negative sales trend, 
we’ve pulled back sales and inventory plans for the upcoming quarters. This should enable less reliance on broad sweeping promotional 
activity.  

Thanks for listening and now we will take your questions.  

Operator: Thank you. At this time we will be conducting a question-and-answer session. To allow time for as many questions as possible, 
please limit yourself to one question, then return to the queue. If you would like to ask a question, please press star, one, on your telephone 
keypad. A confirmation tone will indicate your line is in the question queue. You may press star, two, if you’d like to remove your question 
from the queue. For participants using speaker equipment, it may be necessary to pick up your handset before pressing the star keys.  

Our first question is coming from the line of Simeon Siegel with Nomura Securities. Please proceed with your question.  

Simeon Siegel-Nomura Securities-Analyst:  Thanks. Good morning guys. Hi, Jay.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  Good morning.  

Simeon Siegel-Nomura Securities-Analyst:  In light of the current promotional environment, can you just talk about your main focuses as 
CEO and then any color you can provide on the management search? Mary, can you quantify your thoughts on SG&A for Q1 in the year 
implicit in the guidance, and maybe just looking a little further add any color on that 23% goal? Thanks a lot.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  Yes, I would say my main focus, number one, is to make sure that all 
the key members are all in sync with each other, and to make sure that the experience with the customer, whether it’s on the e-tail side or the 
store side, that it’s all the same experience. The businesses shouldn’t be operated in silos; they should be operated as a group that everybody 
knows what everybody is doing and we all have the same common goal to make the experience better for the customer.  

The biggest thing that we put our focus on is to make sure that in the part of third quarter or fourth quarter that the merchandise in stores looks 
the way we expect it to look, and not the way it looked last year. That’s where a lot of our focus has been put on, to make sure that we put the 
emphasis on the product and make sure we build our product, not a good product but a great product, and on a personal basis I think there are 
big opportunities. We travel around the world. We look at our competition and we go to various shows around the world. We see what’s being 
done in trends and fashion. We see where goods are being sourced at different places. We see the embellishments that are being put on products 
and I believe that we’ re on the right track there and we have the right focus to do what we have to do.  



As far as the search for the CEO, we’ve formed a committee and we are in the process of looking, but right now we’re focused on doing what’s 
right for the customer and what’s right for the Company.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Then regarding your question on SG&A, for Q1 
we expect SG&A to be up high single digits, driven by store growth and home office salaries, so expect SG&A to deleverage from last year. 
For the fiscal year, at this point I would expect SG&A to be above our 23% long-term target, but of course we’re obviously focused on expense 
reduction throughout the year.  

Simeon Siegel-Nomura Securities-Analyst:  Great. Thanks guys. Good luck for the year.  

Operator: Thank you. Our next question is coming from the line of Adrienne Tennant. Please proceed with your question.  

Adrienne Tennant-Janney Capital Markets-Analyst: Good morning everybody.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO: Good morning.  

Adrienne Tennant-Janney Capital Markets-Analyst:  Jay or Roger, I was just wondering if you can talk about the balance in inventory 
between core and however you want to describe it, fashion/veneer. A number of competitors in the teen space are sort of moving to lower 
AURs. More in this fashion, you’re talking about being under inventoried in some of the core categories. Then for Mary, just a housekeeping; 
if you can talk about the difference between the high single-digit inventory ex the change in terms. I think you were looking for low single 
digits at the end of the quarter, and just trying to get a read on when we can see that inventory ex the change get in line with sales cadence? 
Thank you very much.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: :  Adrienne, on the power of the Eagle brand in terms of 
core, you know, we’re in a favored situation, that our bottoms business is such a strong part of our core business and when you own the 
bottoms business, you have a long, long record of having the customer come back because there’s nothing more important than fit. As you’ve 
seen now there was a slide with Shakira wearing our denim, she can buy anybody’s denim and she wore ours. Our denim is an incredibly large 
part of our business and that business, while it’s been difficult, because you haven’t been in the denim cycle, is starting to come back.  

Adrienne Tennant-Janney Capital Markets-Analyst: Yes.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director:  As the season has just started, if you were to go and take a 
look at our new set that went into the place where we had a bit more emphasis on the shorts part of the business, the shorts seem to be strong 
and the underwear business continues to be a pretty strong business for us. We do need to get the tops part of the business better than where it’s 
been and we’re working on that, but we’re going to have relevant marketing with our core bottoms business. We own that business and we’re 
going to let our customer know about it.  

Adrienne Tennant-Janney Capital Markets-Analyst: Right, and then Mary?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Then in terms of, you asked about AUR. I mean 
we are planning the year for AUR to be basically flat to last year, so we’re not planning any significant movement in AUR in total for the year. 
In terms of inventory, we are, as I said, projected to end Q1 up in the high single digits excluding the ownership terms, and if you remember 
last year in Q1 we were light on denim, pants and men’s polo inventory and said that we needed to make some further investments in that 
product, which we have done here in Q1.  

I think we’ll be in balance, in line with sales, to your other question, probably at the end of Q2, early Q3 but we’ve taken a fair amount of 
inventory actions here already to bring the inventory more in line with the continuing trend, negative trend that we’ re seeing in our business.  



Adrienne Tennant-Janney Capital Markets-Analyst:  Okay, thank you.  

Operator: Thank you. Our next question is coming from the line of Steph Wissink with Piper Jaffray. Please proceed with your question.  

Stephanie Wissink-Piper Jaffray-Analyst:  Hi. Good morning everyone. Our question really focuses on the conversation around 
merchandising —I think an expansion, which was mentioned several times in the prepared remarks. Just curious if there’s been any internal 
discussions around the opposite of expansion, which would be contraction in some of the capacity in the US?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Yes, I think, you know, as we look at our overall 
merchandise margin, it’s obviously been impacted this year by the high level of markdowns and we’re planning to balance our inventory to our 
sales trend which would help alleviate the kind of box-off promotions that we encountered last year. There is obviously opportunity here from a 
store perspective as we look at our store fleet and we will continue to drive the look that we’re doing at our store fleet in terms of some further 
rationalization as there is a fair amount of capacity.  

All our stores, at the end of the day, are cash positive and we have only a handful of stores that are actually in a loss position. So we need to 
balance that with the long-term view of the capacity and the overall teen market, but we are sitting in a position where, as I said, our stores are 
all cash positive.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: We’re very well positioned at this point, in view of you 
talk about the competition. In terms of what we are, where our vision is and what the DNA of the Eagle brand is, we have 1,066 stores out 
there; they’re all cash flow positive. We’re in a very strong position going forward, especially in view of what the treasure hunt stores are doing 
and what some of the people in our lifestyle area are doing. I really feel good about how we are positioned now.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  I remember when I first got involved with the Company in ’92, I 
couldn’t say everything was all cash positive.  

Judy Meehan- American Eagle Outfitters Inc- VP IR:  Jess, we’ll take the next question.  

Operator: Thank you. Our next question is coming from the line of Susan Anderson with FBR Capital Markets. Please proceed with your 
question.  

Susan Anderson-FBR Capital Markets-Analyst:  Good morning everyone. Thanks for taking my question. I was wondering if you could talk 
about the store trends in the warmer regions versus the colder, and then when you talk about the guidance, for minus high single-digits for the 
quarter, is that currently where sales are trending right now?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Yes. So in terms of warmer versus cold stores, we 
are seeing a better run rate in the warmer stores than what we’ve seen in the colder stores, especially over the last couple of weeks when the 
weather actually warmed up a bit more across the country. The guidance for Q1 of negative high single digits, I would say that’s been the trend. 
We’ve had better days when the weather was warmer, but at this point it’s still our trend and that’s what our guidance is based on for Q1.  

Susan Anderson-FBR Capital Markets-Analyst:  Okay, thanks. That’s really helpful. Thanks.  

Operator: Thank you. The next question is coming from the line of Dorothy Lakner with Topeka Capital Markets. Please proceed with your 
question.  

Dorothy Lakner-Topeka Capital Markets-Analyst:  Thanks. Good morning everyone and welcome back, Jay.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  Yes. Thanks, Dorothy.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director:  Hello Dorothy.  



Dorothy Lakner-Topeka Capital Markets-Analyst:  Hi Roger. Good to have you on board as well.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director:  Thank you.  

Dorothy Lakner-Topeka Capital Markets-Analyst:  Just a question about opportunity that you might have this year on average unit cost. 
Also, Roger, if you could just talk about where you are on speed-to-market and how much faster you think you can get, and then just a little 
detail on getting back into more of the accessories business which has been a real distinctive factor for American Eagle?  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Mary will take the first part and I’ll take the second part.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Yes, on average unit cost, I mean we’re looking 
for it to be, excluding mix, relatively flat for the year. I think the team, the sourcing team here has done a really nice job of offsetting any 
economic pressure with other sourcing savings, but basically looking for it to be about flat for the year.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: On an apples-to-apples basis, it should be should be 
somewhat flat. Obviously you heard Jay’s comments, you heard some of my comments. We’re a store that wants to please our customer. We 
have one voice and that’s the customer, so we’ve got to give them product that’s incredibly compelling and it’s got to be what I call it—we do 
ten Broadway shows a year; that’s pretty fast fashion. Everyone talks about the fast fashion guys. I remember the old fast fashion guys, the 
579s, the Chess Kings, the Foxmores. I don’t see them around anymore, but a lifestyle brand is an indelible brand and you can read all of the 
reports, your own analysis of who’s the Jenny…  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer: Randy.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: What Randy did was a terrific report—and it’s not us 
saying it—American Eagle is the number one relevant brand. The beauty of this brand, we sell in excess of 200 million units a year, is really 
and I don’t want to over simplify it because I got to get it right and I have a great team to get it right with and I have a great partner in Jay to 
make this happen.  

What we have to do in those units is get an extra half a buck or buck per unit because the customer wants to buy it, and that’s the difference 
between making 7% operating profit and making 15% operating profit. So we’ve always done it; we’ve always gotten it back and I got a big 
mission ahead of me, but I have a great partner and a great team to accomplish it.  

Operator: Thank you. Our next question is coming from the line of Kimberly Greenberger with Morgan Stanley. Please proceed with your 
question.  

Kimberly Greenberger-Morgan Stanley-Analyst:  Great, thanks so much. Good morning. Mary, I am wondering, if you’ve belt tightened 
pretty aggressively here in 2014, what’s the minimum kind of level that we might be able to see SG&A dollars grow? Do you think you could 
keep it to a 5% to 6% dollar growth rate for the year? Then secondarily, on the cash balance, I noticed that cash fell $200 million year-over-
year. I’m wondering what sort of initiatives you have here in 2014 to stabilize that cash balance? Thanks.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Yes, so I would say for SG&A, we’re looking 
probably at this point at a low kind of single-digit increase over the course of the year. Obviously we’re hard at work at looking at all our 
expense areas. There’s a multitude of things we’ve done already, as Roger mentioned. We have more aligned our inventory with our negative 
sales trend which should help us reduce our markdowns significantly as we don’t have to go after the box-off promotions. We’re hard at work 
on our store fleet in terms of stores that have rent relief or very short lease terms, like about a one year lease term, and then of course on the 
expense side, we’re really reviewing and deep diving the expenses related to our US mainline stores which is driving the negative trend. So, 
you know, way too soon to call the year, Kimberly on SG&A, but just know we’ re maniacally focused on it.  



In terms of cash I mean obviously the pressure here that we’ve got on the team here is to drive our margins up with some great innovative 
product and the work Roger and his team are doing, which is really critical here to drive our operating cash flow.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  Also about cash, I like cash. If you look at my history I’ve always liked 
to build cash. The good thing about our company is we have no debt on our balance sheet. It’s a clean balance sheet and my goal’s always to 
build cash.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  The other thing I would add too, Kimberly, is that 
we said we were—had two years of investment, 2013 and 2014 and to Jay’s point, because we have no debt on our balance sheet, we need to 
continue to focus on the investments to drive growth and then as we get into 2015 that level of capex spend will certainly decline from 2013 
and 2014.  

Kimberly Greenberger-Morgan Stanley-Analyst:  Thanks.  

Operator: Thank you. Our next question is coming from the line of Matt McClintock with Barclays. Please proceed with your question.  

Matt McClintock-Barclays-Analyst: Yes. Hi, good morning everyone. So Jay, you talked earlier about the customer experience, improving 
that, and you also talked about bringing back the fun into the stores. Clearly the merchandise plays a large role in that, but I was wondering if 
you could share any other strategies or if you’re thinking about anything else, maybe from a more physical remodel or some other perspective 
that will help you achieve that? Thanks.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  Well. One thing is, this past fall, on a personal level, I did not like the 
way our stores looked, the way the merchandise was all stacked up there, the way we had certain racks in the store. It wasn’t the image of the 
past. So we’ll be focused to make an easier shopping experience for the customer. At the same time, you know, the merchandise speaks for 
itself and you want to have the right looks. It’s very important to have the right looks, the right feels, the right weights at the right time, and I 
will tell you this, that when I got involved in the last couple of months, the first thing Roger and I sat down, I said Roger we got to focus. 
We’ve got to get this merchandise right. We’ve got to get the team all speaking to each other. We have to have the designers, the 
merchandisers, everybody on the same page. Unfortunately, this past year we weren’t on the same page. Our biggest job the last two months is 
to make sure that everybody is speaking the same language and everyone is on the right page and that we have a merchant’s touch involved. 
We got away from having a merchant’s touch on the product and in the store level too and the experience and the way the marketing was being 
presented to the customer and the whole package. But I will tell you this, we’re focused now. I’ve seen some of the future floor sets and it looks 
good.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Then the one other point that I would add from a 
store perspective; as we’ve mentioned before, we’ve piloted buy online ship from stores. So there is a multitude of omnichannel initiatives that 
we are beginning to implement in our store fleet. That’s how our customer views us and is choosing to shop. So in addition to Jay’s comments, 
I would say a fair amount of work from the technology perspective and from an omni point of view.  

Operator: Thank you. Our next question comes from the line of Brian Tunick with JPMorgan. Please proceed with your question.  

Brian Tunick-JPMorgan-Analyst: Hi. This is Tina on for Brian. Thanks for taking my question. Just with more mall traffic on the decline 
and the consumer increasingly accustomed to these box-off promotions, how do you wean them off of these storewide events, particularly if 
she’s only in the mall on a handful of days? Thanks.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: I really think that the customer will pay you for a product 
that they want. I can see examples of it. I’ve been in this business a long time and by being a lifestyle brand, you’re not a treasure hunt, you’re 
not putting a thousand racks on a floor. If we put our stores together in a compelling way with the right marketing around it and the online 
experience that drives them into the stores, and it’s all the touch points talking to the same thing and it’s an exciting experience, you watch 
what happens in a lifestyle store. The big, big box stores that are just racks, the treasure hunt stores are not capable of doing that.  



Brian Tunick-JPMorgan-Analyst: Okay great, and then just one quick follow-up. With inventory expected down mid single digit per square 
foot at the end of the first quarter, I believe, is that how we should think about comps as we move into the second quarter?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Well we gave guidance for comps for Q1 of 
negative high single-digit decline and at this point we’re not giving any guidance for Q2, but the current trend is high single-digits negative, 
and remember that that inventory decline was driven by ownership change, the minus 16%.  

Operator: Thank you. Our next question is coming from the line of Randy Konik with Jefferies. Please proceed with your question.  

Randy Konik-Jefferies-Analyst: Great. Thanks a lot. I guess a couple of questions. First for Jay. Jay, is there a type of CEO that you kind of 
want in the business as you look forward to the long-term future of the Company? Is it more a product type person or an operational type 
person? I guess for Mary, is there any kind of perspective you can give us on how much capex can come down in 2015? I don’t really need an 
actual pinpoint number, but maybe give us perspective of what a normalized capex run rate number is for the business. I guess lastly for Roger, 
what specifically do you think you and Chad need to kind of change regarding the product out there in American Eagle stores to kind of drive 
more traffic? Is it more product change or price point change or what do you see that needs to be done to kind of re-engage or re-energize the 
consumer? Thanks.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  I think it’s a person we need, who, number one, understands operations, 
understands the balance sheet, but at the same time has an understanding of the merchandise itself. It doesn’t have to be a merchant himself but 
has to have the proper respect of the merchandising team to be able to give the proper support to the merchandise.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Then in terms of 2015 capex, we’re at this point 
targeting somewhere around 150 to roughly a $170 million. So as we said, ‘13 and ‘14 were big investment years and expect us to be down 
somewhere 75 to $100 million from those two peak years.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Randy, by the way thanks for that report unsolicited. You 
made American Eagle sound pretty good even in this tough environment. Clearly, as you’ve heard me over the years when I’ve been directing 
the business, when you have a 6,000 foot box on average, there are advantages and disadvantages, but one of the advantages, you really—most 
people really don’t know how to dress themselves and really what they’re looking for is what they should look like and what the outfit should 
look like. When you have a 6,000 foot box, you have that opportunity when we do the styling right and we hit the trends right and we do speed 
source and we are absolutely doing it right now and you ought to really go online and take a look at this made in Italian project, some of which 
on a choice basis is turning twice as fast as anything else that we have on average in the store and there is lots of things that are going to come 
from that as an advantage for us. We will offer a great compelling product and at great value by the way. When I say we are going to add these 
things, it’s going to be great value for the customer. Apples-to-apples the cost will not go up, it might go down, but where we add in, I’m 
expecting to get a higher return rate in terms of the return rate on invested capital in that item, than not…  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  It’ll be cool.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: The store will be hipper and the markdown factor should 
be less. I think that after we get through the first quarter, my hope is that the markdown rates start to come down.  

Operator: Thank you. As a reminder ladies and gentlemen, please limit yourself to one question then return to the queue.  



Our next question is coming from the line of Anna Andreeva with Oppenheimer. Please proceed with your question.  

Anna Andreeva-Oppenheimer-Analyst:  Great. Thanks so much. Good morning guys. Just a follow-up on SG&A dollars being up high 
singles in 1Q versus, I think you said annual guidance for up low singles, what’s driving that? Are there any timing shifts that we should be 
aware of? Then quickly just on inventories, if I heard that right, to be in-line with sales coming out of 2Q. I guess why not take a more 
conservative approach there given the comp run rate, especially as obviously some of your competitors are reining inventories in? Thanks so 
much.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  So on SG&A, the increase is—there’s really no 
timing shift. It’s really driven by store salaries as we’re opening additional stores and anniversarying some of the stores that we opened in 2013 
as well as home office expense. We don’t really start to lap the incentives until the back half of the year.  

In terms of inventory, we did, as I said, needed to take a stronger position on denim, pants and polos which we were too low on inventory…  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  We were too low last year, that’s the problem.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  In Q1 as we transitioned out a lot of our denim 
product too early last year. So I think we’re trying to balance obviously versus the sales trends. Denim’s a are very important business for us, so 
are polos, so are pants, so critical that we are in stock at the store in those products. So I think we’re getting this relatively balanced. Obviously 
the sales trend will have a pretty big impact on this, but we’re planning for a continuation of the negative sales.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: : I would like to add one thing. On core products, we owe 
it to our customer to be able to service them and we are the dominant supplier of denim in the country today for this 15- to 25-year-old 
customer and as you can see on Shakira, even at a higher age and the beauty of denim is, it really is ageless. On fashion, we will turn faster, and 
the inventory level would be less than the sales, but on core product we are not going to dissatisfy our customers.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  It’s very important always to be in stock on the right sizes. You can’t be 
out of stock, you can’t be out of balance.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: The bottoms business is a SKU-intensive business. What 
we’re putting in — I will let Michael Rempell, because no one’s going to ask him a question, talk a little bit about the pooled inventory and 
what that will do in terms of the efficiency of being able to replenish a SKU. Why don’t you talk a little bit about that, Michael?  

Michael Rempell- American Eagle Outfitters Inc- Chief Operating Officier: Yes. You know, Mary mentioned earlier our ship from store 
project and I would just tell you that’s one of many projects that we have, that we’re pretty excited about in terms of the potential to drive top 
line, improve margin and make more efficient use of our inventory. So we were an early adopter at shipping inventory, allowing the customer 
to be in our store and order through our distribution center. We plan to improve that capability going forward. We’re in pilot in 20 stores now 
with ship from store capability and we think given our breadth of stores, the ability to service the customer and the challenge with staying in 
stock, we think it’s a massive opportunity for us in the back half of the year.  

Mary also mentioned earlier that we are building a new distribution center that’s going to service e-commerce in 2014 and ultimately e-
commerce and retail from a single pool of inventory in 2015. That’s how we plan to run our operations in the US and that is actually how we 
are setting up our operations globally.  

Judy Meehan- American Eagle Outfitters Inc- VP IR: Okay, next question please.  

Operator: Thank you. Our next question is coming from the line of Lindsay Drucker Mann with Goldman Sachs. Please proceed with your 
question.  



Lindsay Drucker Mann-Goldman Sachs-Analyst: Thanks, good morning everyone. Mary, I was hoping that you could just expand on the 
asset write-off? What the fabric and product liability charges were and whether we should think of those as inventory write-downs that would 
have flown through cost of goods in the first quarter, some detail around that. Then just secondly, how, Jay, maybe if you could talk about 
when we should expect Chad’s new product to hit the floors and have impact?  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Yeah. So Lindsay, on the fabric and product 
liabilities we took the decision before that product was completed to write that off, so it’s fabric and work in process liabilities to better balance 
eventually kind of what we were looking at here in Q2. So wasn’t finished goods, we are looking to try and get that balance before we ever 
took that product into any receipts here, and then the other piece was discontinuation of our Performance line that we put in place last year and 
discontinued here in Q4.  

Jay Schottenstein- American Eagle Outfitters, Inc.- Interim CEO:  Okay, and with Chad, I would say like in fourth quarter you’ll start 
seeing new product coming in.  

Operator: Thank you. Our next question is coming from the line of Oliver Chen with Citigroup. Please proceed with your question.  

Oliver Chen-Citigroup-Analyst: Hi, thanks a lot. Regarding the opportunity going forward and as you look beyond the next quarter, which 
comp levers are the most likely to get better in an improving scenario? Also, on your enthusiasm on the denim cycle, could you just highlight 
where you are seeing that and what we should expect? I know we’ve had a good year, a good prior year with colored denim and skinny denim 
being a strong secular trend, so I’m just curious about whether we should get excited for denim as well. Thank you.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: I won’t talk too much because I know all my competitors 
are on the phone call, but we’ve been in a rough cycle of denim, and Jay and I travelled the world. We go to all the important shows. We look 
at what the kids are wearing on the street and we can read our own numbers. There is definitely something taking place in denim, as well as 
obviously the active bottoms part of the business. That combination in total is a plus for the bottoms business and I will leave it at that.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  I think in terms of comp levers you know our 
conversion throughout 2013 and projected for ’14 has actually been pretty good. So once we get the customer in the store, we have been able to 
convert the sale. It’s really been a traffic issue, and to Roger’s earlier comments, it’s all about products and the marketing and communication 
with our customers to drive them into the store as there’s been a bit of a traffic issue.  

Oliver Chen-Citigroup-Analyst: Okay.  

Michael Rempell- American Eagle Outfitters Inc- Chief Operating Officier:  I would just add to that we can’t underscore enough the 
importance of e-commerce and omnichannel retailing as we move forward. We built out a very strong team and capability last year. We saw a 
decent amount of improvement in terms of our online conversion rates and we have a number of initiatives this year that are going to do exactly 
what Jay and Roger were describing, which is we think we have a very good store experience and potential for store experience as we move 
forward. We need to make sure that the online digital experience is as good if not better than that store experience. So we’re going to be 
focused on product, details, engagement, how quickly we — how we communicate with our customers, how easy it is to navigate our site, 
building out our mobile capabilities and really making the digital channel a real strength in the Company.  

Operator: Thank you. Our next question is coming from the line of Jeff Van Sinderen with B. Riley. Please proceed with your question.  

Jeff Van Sinderen-B.Riley-Analyst: Hi. Just a follow-up on the bottoms business that you mentioned that just wondering when you 
discontinued the AE Performance segment, was that really due to poor execution or just your customer not really wanting that type of product 
from you? Also, just kind of just wondering how you are thinking more broadly about the overall store count given the shift to digital online. I 
guess do you think that you need as many brick and mortar stores given the shift that’s going on? Thanks.  



Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Okay. On the Fit program I’d say it was a combination of 
many different factors but it was poor execution. The plus side, every time you launch something new, you learn something from it even if it’s 
a lousy execution. So there is some core items within that collection that we obviously are putting as part of our sportswear, but in the 6,000 
foot box it’s very difficult for us to do that business that sets aside from the rest of the assortment, which now gives us the opportunity to get 
back into the accessory business which is a huge margin gain and also a big units per transaction gain and should help the transactional value 
and make the store that much more exciting. It’s through accessories that you finish all the outfits.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  And then in terms of overall store count as we 
look forward to 2014, we are looking at roughly about 60 openings, but they are very much driven by factory and our international expansion 
and very few US mainline brick-and-mortar. As we look at our brick-and-mortar fleet, which was the second part of your question, as Jay 
mentioned earlier, we are cash positive in our stores, but having said that given the growth in the direct business and continued pressure on our 
mainline fleet, we are actively reviewing our store — our US mainline store fleet. As I mentioned earlier, we have probably about 10% of our 
store fleet either in some kind of rent reduction or rent relief scenario or on a very short-term lease like a one year lease renewal and we are 
continuing to build that. That will give us the flexibility we need as we look out and if the direct business continues to grow at this pace and we 
need to further rationalize our store fleet, it will be easier for us to do, especially with the number of stores on one-year lease.  

Operator: Thank you. Our next question is coming from the line of Janet Kloppenberg with JJK Research. Please proceed with your question.  

Janet Kloppenberg-JJK Research-Analyst: Good morning everyone and welcome back Jay, and Roger, I didn’t think you had left, so I am 
glad you are here. Okay, just a couple of questions. Roger I’m confused about how you will effect the assortments going forward. Simplify it 
for me, please. Too much core? Not enough core? Too much fashion? Wrong fashion? How does the soft dressing business work with the 
increase in the core inventory?  

So I thought that the soft pants would perhaps cannibalize the denim business this year. It sounds like you think they can work hand-in-hand. 
Maybe you could give us a little bit more understanding there. And then, Mary, just a question for Mary. We’re confused about the SG&A rate 
being up high single-digits in the first quarter, Mary, and up low single for the year given the fact that SG&A was down dramatically in the 
back half of fiscal ‘13. Thanks so much.  

Roger Markfield- American Eagle Outfitters Inc- Executive Creative Director: Janet, I am not sure exactly what you are confused about, 
but we are going to offer a compelling assortment. The core part of the business will probably represent upward of 60% of the business. It’s a 
huge business for us and it’s something we are going to have ownership of and remain the destination, and through merchandising and 
marketing, grow that audience even larger. As it relates to soft dressing and denim, they work very well together; one is the fashion element, 
which will be in and out fast and done on a weekly basis, and denim is done on a longer cycle.  

Mary Boland-American Eagle Outfitters, Inc.-CFO and Chief Administrative Officer:  Then in terms of SG&A, as we look forward in the 
year, probably up low single digits. A lot of that again will be driven by some assumption around incentive comps. But what I would say as we 
sit here today, there is a tremendous amount of work going on within the Company around expense and expense reduction. We’ll be able to talk 
more about that on our next call, but rest assured we are focused on it and hope to drive a better performance on that.  

Judy Meehan- American Eagle Outfitters Inc- VP IR: Jessie, we have time for one more question.  

Operator: Thank you. Our final question of the day is coming from the line of Howard Tubin with RBC. Please proceed with your question.  



Howard Tubin-RBC-Analyst:  Thanks guys. Maybe quickly, can you just remind us where you stand on some of your sourcing initiatives and 
strategies in terms of reducing lead times and increasing your speed?  

Michael Rempell- American Eagle Outfitters Inc- Chief Operating Officier:  Sure. So, you know, what I will tell you is when you look at 
the process that frankly we always had at the Company, I’ve been here almost 15 years, we’ve always had an ability to test and read and react. 
What we’ve done over the last couple of years is really build out the capabilities a lot more. So whether it’s things like platforming fabric, 
building systems to support it, making sure that we book capacity and keep that capacity open with our vendors and having a responsive supply 
chain that allows us to ship product to stores either from factories, from the coast or from our DCs, we’ve really worked on refining those 
processes over the last 12 months. I can’t tell you that we have exercised it as much as we’d like to over the last year but that’s exactly the 
game that Roger is referring to, that we want to get back to leaner inventories, faster turns on fashion and really exercising all of the capabilities 
we have in our extended supply chain.  

Judy Meehan- American Eagle Outfitters Inc- VP IR:  Okay everyone, that concludes our call today. Thanks for your participation and 
continued interest in American Eagle Outfitters.  


