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ITEM 2.02

Results of Operations and Financial Condition
On March 6, 2019, 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 2, 2019. A copy of the press release is attached hereto as Exhibit
99.1.
The information in this Item 2.02, including the accompanying Exhibits, shall not be deemed to be “filed” for the purposes of
Section 18 of the Securities Exchange Act of 1934, as amended, nor shall such information be deemed incorporated by reference in
any filing under the Securities Act of 1933, as amended, except as shall be expressly set forth by specific reference in such filing.

ITEM 7.01

Regulation FD Disclosure
The Company’s management team held a conference call on March 6, 2019 at 4:00 p.m. Eastern Time to review the fourth quarter
financial results. A replay of the conference call will be available beginning March 6, 2019 at 7:15 p.m. Eastern Time through
March 13, 2019. To listen to the replay, dial 1-844-512-2921, or internationally dial 1-412-317-6671, and reference confirmation code
13678171. An audio replay of the conference call will also be available at http://investors.ae.com. A copy of the conference call
transcript is attached hereto as Exhibit 99.2.
This Current Report on Form 8-K (including the Exhibits hereto) contains forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. These statements are based on the current beliefs and expectations of the
Company’s management and are subject to significant risks and uncertainties. Actual results may differ materially from those set
forth in the forward-looking statements. Factors that could cause actual results to differ materially from those described in the
forward-looking statements can be found in our Annual Report on Form 10-K for the year ended February 3, 2018 and in any
subsequently-filed Quarterly reports on Form 10-Q, which have been filed with the Securities and Exchange Commission and are
available on our website and on the Securities and Exchange Commission’s website ( www.sec.gov ). The Company does not
undertake to update the forward-looking statements to reflect the impact of circumstances or events that may arise after the date of
the forward-looking statements.

ITEM 9.01

Financial Statements and Exhibits

(d) Exhibits
Exhibit
No.

Description

99.1

Press Release dated March 6, 2019 announcing fourth quarter 2018 financial results

99.2

Conference Call Transcript dated March 6, 2019
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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.
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By: /s/ Robert L. Madore
Robert L. Madore
Executive Vice President, Chief Financial Officer

Exhibit 99.1

AEO REPORTS RECORD FOURTH QUARTER AND ANNUAL REVENUE; FOURTH QUARTER EPS OF $0.43; ANNUAL EPS OF $1.47
+30%
March 06, 2019
Fourth Quarter Comparable Sales Rose 6%, Marking 16 Straight Quarters of Positive Comp Growth American Eagle Fourth Quarter Comps Rose 3%,
Aerie Increased 23%
PITTSBURGH—(BUSINESS WIRE)—American Eagle Outfitters, Inc. (NYSE: AEO) today reported EPS of $0.43 for the 13 weeks ended February 2,
2019. This compares to $0.52 for the 14 weeks ended February 3, 2018, which included the benefit of an extra week of sales due to the retail calendar.
Adjusted EPS of $0.44 last year excluded $0.08 of tax benefit discussed below. No adjustments were recorded in Q4 of fiscal 2018.
For the 52 weeks ended February 2, 2019, the company reported EPS of $1.47. This compares to $1.13 for the 53 weeks ended February 3, 2018, which
included the benefit of an extra week of sales due to the retail calendar. Adjusted EPS of $1.48 excludes $0.01 of restructuring charges and compares to
adjusted EPS of $1.16 last year, which excluded $0.08 of tax benefit related to the U.S. tax legislation as discussed below and $0.11 of restructuring and
related charges. The EPS figures refer to diluted earnings per share.
“Strong execution by the teams drove a record fourth quarter and fiscal 2018, as we reached a milestone of $4 billion in annual revenue with increased
operating profit,” commented Jay Schottenstein, AEO’s Chairman and Chief Executive Officer. “American Eagle and Aerie continued to deliver consistent
performance by combining product innovation and great merchandise with an improved customer experience across channels. As we head into 2019, we
will continue to leverage the strength of our brands, selling channels and the team’s commitment to continually raising the bar for our customers. I’m
extremely proud of our results over the past several years. The strength of our balance sheet and free cash flow enables us to make important investments in
our business to fuel market share gains, future growth and returns to our shareholders.”
Adjusted amounts represent Non-GAAP results, as described in the accompanying GAAP to Non-GAAP reconciliations.
Fourth Quarter 2018 Results
•

Total net revenue for the 13 weeks ended February 2, 2019 increased $15 million, or 1% to $1.24 billion compared to $1.23 billion for the 14 weeks
ended February 3, 2018. Total revenue was adversely affected by approximately $60 million of lost revenue due to operating one less week in 2018,
which is consistent with the retail calendar. Consolidated comparable sales increased 6% over the comparable period ending February 3, 2018,
following an 8% increase last year. This marked the 16 th consecutive quarter of positive comparable sales.

•

By brand, American Eagle comparable sales increased 3%, building on a 5% increase last year. Aerie’s comparable sales increased 23%, following a
34% increase last year, marking the 17 th consecutive quarter of double-digit comp growth.

•

Gross profit increased $5 million or 1% to $431 million from gross profit of $425 million last year. The gross margin rate was flat at a rate of 34.6%.
Lower markdowns were offset by higher distribution and compensation expense.

•

Selling, general and administrative expense of $288 million increased 9% from $264 million last year. As a rate to revenue, SG&A rose 160 basis
points to 23.1%. The dollar increase primarily supported key investments in our brands, the customer experience and our associates with increases in
store payroll, higher wages and incentives, and incremental advertising expense.

•

Depreciation and amortization expense decreased 5% to $41 million, improving 30 basis points to 3.3% as a rate to revenue.

•

Operating income of $101 million compared to $116 million last year. As a rate to revenue, operating income decreased to 8.2% from 9.4% last year.
One less week in the fourth quarter adversely affected operating income by approximately $18 million.

•

Other income of $2.3 million consisted primarily of interest income.

•

The effective tax rate of 26.5% compared to 21.7% (34.2% on an adjusted basis) last year.

•

EPS of $0.43 compared to EPS of $0.52 last year, or adjusted EPS of $0.44, which included $0.08 of tax benefits last year related to U.S. tax
legislation enacted in December 2017.

Fiscal Year 2018 Results
•

Total net revenue for the 52 weeks ended February 2, 2019, increased $240 million, or 6% to a record $4.0 billion compared to $3.8 billion for the 53
weeks ended February 3, 2018. Total revenue was adversely affected by approximately $40 million of lost revenue due to operating one less week in
2018, which is consistent with the retail calendar.

•

Consolidated comparable sales increased 8% over the comparable period ending February 3, 2018, following a 4% increase last year.

•

By brand, American Eagle comparable sales increased 5%, building on a 2% increase last year. Aerie’s comparable sales increased 29%, following a
27% increase in 2017.

•

Gross profit increased $117 million, or 8% to $1.5 billion. The gross margin rate increased 80 basis points to 36.9% of revenue compared to 36.1%
last year. An improved markdown rate and rent leverage were partially offset by increased delivery costs due to a strong digital business and higher
compensation.

•

Selling, general and administrative expense of $981 million increased 11% from $880 million last year. As a rate to revenue, SG&A rose 110 basis
points to 24.3%. The dollar increase primarily supported key investments in the customer experience and our associates with increases in store
payroll, higher wages and incentives, and incremental advertising expense.

•

Depreciation and amortization expense increased slightly to $168 million to $167 million last year, improving 20 basis points to 4.2% as a rate to
revenue.

•

Operating income of $337 million increased from $303 million last year. Adjusted operating income of $339 million increased 4% from $325 million
last year. As a rate to revenue, adjusted operating income decreased to 8.4% from 8.6%. Adjusted figures exclude restructuring and related charges of
approximately $2 million and $22 million in fiscal 2018 and 2017, respectively. One less week in the year adversely affected operating profit by
approximately $12 million.

•

The effective tax rate decreased to 24.1% compared to 28.9% (34.4% on an adjusted basis) last year.

•

EPS of $1.47 compared to EPS of $1.13 last year. Adjusted EPS of $1.48 excludes $0.01 of restructuring charges and increased 28% compared to
adjusted EPS of $1.16 last year, which excluded $0.08 of tax benefit related to the U.S. tax legislation and $0.11 of restructuring and related charges.

Inventory
Total ending inventory at cost increased 7% to $424 million, consistent with our expectations.

Capital Expenditures
In 2018 capital expenditures totaled $189 million. For fiscal 2019, the company expects capital expenditures to be in the range of $200 to $215 million, with
more than half related to store remodeling projects and new openings, and the balance to support the digital business, omni-channel tools and general
corporate maintenance.
Shareholder Returns, Cash and Investments
During 2018, the company returned $242 million to shareholders through cash dividends and share repurchases. We paid dividends of $97 million and
repurchased 7.3 million shares for $144 million. The company ended the year with total cash and short-term investments of $425 million, an increase of
$12 million compared to the end of 2017.
Store Information
We ended the year with a total of 1,055 stores. During the year, the company opened 16 AE stores and closed 15, ending the year with 934 AE stores.
Included in the AE store count are 147 Aerie side-by-side locations, of which 29 opened in 2018. Additionally, the company opened 12 Aerie stand alone
stores and closed 6, ending the year with 115 Aerie stand alone locations and 262 total Aerie stores. . Internationally, the company ended the year with 231
licensed stores. For additional information, see accompanying table.
Income Taxes
U.S. tax legislation was enacted on December 22, 2017, referred to as the Tax Cuts and Jobs Act (the “Tax Act”). The legislation contained several key tax
provisions and, as required, the company included reasonable estimates of the income tax effects of the changes in tax law in its fourth quarter and fiscal
2017 financial results. As a result, the company realized $0.08 per share of tax benefit, which is excluded from adjusted results. Specifically, these one-time
items relate to:
•

Benefit from a lower blended U.S. corporate tax rate in fiscal 2017.

•

A net benefit from the re-measurement of deferred tax balances and the one-time transition tax on undistributed earnings of foreign subsidiaries.

•

A benefit from the acceleration of certain deductions into fiscal 2017.

During the fourth quarter of 2018, the company finalized its accounting for the one-time mandatory transition tax on undistributed foreign earnings and the
re-measuring of deferred tax balances due to the Tax Act in accordance within the one-year measurement period allowed by the SEC.
First Quarter 2019 Outlook
Based on an anticipated comparable sales increase in the low single digits, management expects first quarter 2019 EPS to be approximately $0.19 to $0.21.
This guidance excludes potential asset impairment and restructuring charges. Last year’s first quarter reported EPS of $0.22 included $0.01 of restructuring
charges. Excluding these items last year’s adjusted EPS was $0.23. See the accompanying table for the GAAP to Non-GAAP reconciliation.
Conference Call and Supplemental Financial Information
Today, management will host a conference call and real time webcast at 4:00 p.m. Eastern Time. To listen to the call, dial 1-877-407-0789 or internationally
dial 1-201-689-8562 or go to www.aeo-inc.com to access the webcast and audio replay. Additionally, 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. Management
believes that this non-GAAP information is useful for an alternate presentation of the company’s 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 ® 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 more than 200 international locations operated by licensees in 24 countries. For more information, please visit www.aeo-inc.com .
SAFE HARBOR STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995
This release and related statements by management contain forward-looking statements (as such term is defined in the Private Securities Litigation Reform
Act of 1995), which represent our expectations or beliefs concerning future events, including first quarter 2019 results. All forward-looking statements
made by the company involve material risks and uncertainties and are subject to change based on many important factors, some of which may be beyond the
company’s control. Words such as “estimate,” “project,” “plan,” “believe,” “expect,” “anticipate,” “intend,” “potential,” and similar expressions may
identify forward-looking statements. Except as may be required by applicable law, we undertake no obligation to publicly update or revise any forwardlooking statements whether as a result of new information, future events or otherwise and even if experience or future changes make it clear that any
projected results expressed or implied therein will not be realized. The following factors, in addition to the risks disclosed in Item 1A., Risk Factors, of the
company’s Annual Report on Form 10-K for the fiscal year ended February 2, 2019 and in any subsequently-filed Quarterly Reports on Form 10-Q filed
with the Securities and Exchange Commission in some cases have affected, and in the future could affect, the company’s financial performance and could
cause actual results for the first quarter 2019 and beyond to differ materially from those expressed or implied in any of the forward-looking statements
included in this release or otherwise made by management: the risk that the company’s operating, financial and capital plans may not be achieved; our
inability to anticipate customer demand and changing fashion trends and to manage our inventory commensurately; seasonality of our business; our inability
to achieve planned store financial performance; our inability to react to raw material cost, labor and energy cost increases; our inability to gain market share
in the face of declining shopping center traffic; our inability to respond to changes in e-commerce and leverage omni-channel demands; our inability to
expand internationally; difficulty with our international merchandise sourcing strategies; challenges with information technology systems, including
safeguarding against security breaches; and changes in global economic and financial conditions, and the resulting impact on consumer confidence and
consumer spending, as well as other changes in consumer discretionary spending habits, which could have a material adverse effect on our business, results
of operations and liquidity.
CONTACT:
Olivia Messina
412-432-3300
LineMedia@ae.com

AMERICAN EAGLE OUTFITTERS, INC.
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)
(unaudited)

ASSETS
Cash and cash equivalents
Short-term investments
Merchandise inventory
Accounts receivable, net
Prepaid expenses and other
Total current assets
Property and equipment, net
Intangible assets, net
Goodwill
Non-current deferred income taxes
Other assets
Total Assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable
Accrued compensation and payroll taxes
Accrued rent
Accrued income and other taxes
Unredeemed gift cards and gift certificates
Current portion of deferred lease credits
Other current liabilities and accrued expenses
Total current liabilities
Deferred lease credits
Non-current accrued income taxes
Other non-current liabilities
Total non-current liabilities
Commitments and contingencies
Preferred stock
Common stock
Contributed capital
Accumulated other comprehensive income (loss)
Retained earnings
Treasury stock, at cost
Total stockholders' equity
Total Liabilities and Stockholders' Equity
Current Ratio

February 2,
2019

February 3,
2018

$

333,330
92,135
424,404
93,477
102,907
1,046,253
742,149
43,268
14,899
14,062
42,747
$ 1,903,378

$

$

$

240,671
82,173
89,076
20,064
53,997
9,974
46,690
542,645
47,377
3,547
22,254
73,178
—
—
2,496
574,929
(34,832)
2,054,654
(1,309,692)
1,287,555
$ 1,903,378
1.93

413,613
—
398,213
78,304
78,400
968,530
724,239
46,666
15,070
9,344
52,464
$ 1,816,313
236,703
54,324
83,312
12,781
52,347
11,203
34,551
485,221
47,977
7,269
29,055
84,301
—
—
2,496
593,770
(30,795)
1,883,592
(1,202,272)
1,246,791
$ 1,816,313
2.00

AMERICAN EAGLE OUTFITTERS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars and shares in thousands, except per share amounts)
(unaudited)
GAAP Basis
13 Weeks Ended
14 Weeks Ended
February 2,
% of
February 3,
% of
2019
Revenue
2018
Revenue

Total net revenue
Cost of sales, including certain buying, occupancy and warehousing expenses
Gross profit
Selling, general and administrative expenses
Restructuring charges
Depreciation and amortization
Operating income
Other income (expense), net
Income before income taxes
Provision for income taxes
Net income
Net income per basic share
Net income per diluted share
Weighted average common shares outstanding - basic
Weighted average common shares outstanding - diluted

$1,244,199
813,592
430,607
287,966
—
41,241
101,400
2,279
103,679
27,511
$ 76,168
$
0.44
$
0.43

100.0%
65.4%
34.6%
23.1%
0.0%
3.3%
8.2%
0.1%
8.3%
2.2%
6.1%

174,742
176,254

$1,228,723
803,603
425,120
263,843
1,723
43,543
116,011
3,959
119,970
26,013
$ 93,957
$
0.53
$
0.52

100.0%
65.4%
34.6%
21.5%
0.1%
3.6%
9.4%
0.3%
9.7%
2.1%
7.6%

177,492
180,189

GAAP Basis
52 Weeks Ended
53 Weeks Ended
February 2,
% of
February 3,
% of
2019
Revenue
2018
Revenue

Total net revenue
Cost of sales, including certain buying, occupancy and warehousing expenses
Gross profit
Selling, general and administrative expenses
Restructuring charges
Depreciation and amortization
Operating income
Other income (expense), net
Income before income taxes
Provision for income taxes
Net income
Net income per basic share
Net income per diluted share
Weighted average common shares outstanding - basic
Weighted average common shares outstanding - diluted

$4,035,720
2,548,082
1,487,638
980,610
1,568
168,331
337,129
7,971
345,100
83,198
$ 261,902
$
1.48
$
1.47
176,476
178,035

100.0%
63.1%
36.9%
24.3%
0.0%
4.2%
8.4%
0.2%
8.6%
2.1%
6.5%

$3,795,549
2,425,044
1,370,505
879,685
20,611
167,421
302,788
(15,615)
287,173
83,010
$ 204,163
$
1.15
$
1.13
177,938
180,156

100.0%
63.9%
36.1%
23.2%
0.5%
4.4%
8.0%
-0.4%
7.6%
2.2%
5.4%

AMERICAN EAGLE OUTFITTERS, INC.
GAAP TO NON-GAAP RECONCILIATION
(Dollars in thousands, except per share amounts)
(unaudited)
14 Weeks Ended
February 3, 2018

GAAP Basis
% of Revenue

Operating Income

Net Income

$

$ 93,957
7.6%

Add: Restructuring Related Charges(1):
Less: Joint Business Venture Charges(2):
Less: U.S. Tax Reform Impact (3):
Non-GAAP Basis
% of Revenue

116,011
9.4%
1,723
—
—
1,723

$

117,734
9.6%

Diluted Earnings
per Common
Share

$

1,073
(839)
(14,948)
(14,714)
$ 79,243
6.4%

0.52
0.00
(0.00)
(0.08)
(0.08)

$

0.44

(1) - $1.7 million pre-tax charges, for corporate and international restructuring.
(2) - $1.3 million pre-tax benefit related to the exit of a joint business venture, recorded within Other income, net.
(3) - $14.9 million of after-tax benefit resulting from the estimated impact of U.S. tax legislation enacted on December 22, 2017, referred to as the Tax Cuts
and Jobs Act and related actions, specifically:
•

The benefit of a lower blended U.S. corporate tax rate in fiscal 2017

•

The net benefit from the re-measurement of deferred tax balances and the one-time transition tax on undistributed earnings of foreign
subsidiaries

•

The acceleration of certain deductions into fiscal 2017

AMERICAN EAGLE OUTFITTERS, INC.
GAAP TO NON-GAAP RECONCILIATION
(Dollars in thousands, except per share amounts)
(unaudited)
52 Weeks Ended
February 2, 2019

GAAP Basis
% of Revenue
Add: Restructuring Related Charges (1) :
Non-GAAP Basis
% of Revenue

Operating Income

Net Income

$

$ 261,902
6.5%
1,188
$ 263,090
6.5%

$

(1) - $1.6 million for pre-tax corporate charges, primarily consisting of corporate severence charges

337,129
8.4%
1,568
338,698
8.4%

Diluted Earnings
per Common
Share

$

1.47

$

0.01
1.48

AMERICAN EAGLE OUTFITTERS, INC.
GAAP TO NON-GAAP RECONCILIATION
(Dollars in thousands, except per share amounts)
(unaudited)
53 Weeks Ended
February 3, 2018

GAAP Basis
% of Revenue
Add: Restructuring Related Charges (1) :
Add: Joint Business Venture Charges (2) :
Less: U.S. Tax Reform Impact (3) :
Non-GAAP Basis
% of Revenue

Gross Profit

Operating Income

Other (Expense)
Income

$1,370,505
36.1%
1,669
—
—
1,669
$1,372,174
36.2%

$

$

$

302,788
8.0%
22,280
—
—
22,280
325,068
8.6%

$

(15,615)
-0.4%
—
7,964
—
7,964
(7,651)
-0.2%

Net Income

$ 204,163
5.4%
14,034
5,031
(14,948)
4,117
$ 208,280
5.5%

Diluted Earnings
per Common
Share

$

1.13

$

0.08
0.03
(0.08)
0.03
1.16

(1) - $22.3 million pre-tax restructuring charges, consisting of:
• Inventory charges related to the restructuring of the United Kingdom, Hong Kong, and China ($1.7 million), recorded as a reduction of Gross
Profit
• Lease buyouts, store closure charges and severance and related charges ($20.6 million), which includes charges for the United Kingdom, Hong
Kong, and China and corporate overhead reductions, recorded within Restructuring Charges.
(2) - $8.0 million of net pre-tax charges related to the exit of a joint business venture, recorded within Other (expense) income, net.
(3) - $14.9 million of after-tax benefit resulting from the estimated impact of U.S. tax legislation enacted on December 22, 2017, referred to as the Tax Cuts
and Jobs Act and related actions, specifically:
• The benefit of a lower blended U.S. corporate tax rate in fiscal 2017
• The net benefit from the re-measurement of deferred tax balances and the one-time transition tax on undistributed earnings of foreign subsidiaries
• The acceleration of certain deductions into fiscal 2017

AMERICAN EAGLE OUTFITTERS, INC.
GAAP TO NON-GAAP RECONCILIATION
(Dollars in thousands, except per share amounts)
(unaudited)
13 Weeks Ended
May 5, 2018
Diluted
Earnings per
Common Share

GAAP Basis
% of Revenue
Add:Restructuring Charges (1) :
Non-GAAP Basis
% of Revenue
(1) - $1.6 million for pre-tax corporate restructuring charges, primarily consisting of corporate severance charges

$

0.22

$

0.01
0.23

AMERICAN EAGLE OUTFITTERS, INC.
COMPARABLE SALES RESULTS BY BRAND
(unaudited)

American Eagle Outfitters, Inc. (1)
AE Total Brand (1)
aerie Total Brand (1)
(1)

6%
3%
23%

8%
5%
34%

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

American Eagle Outfitters, Inc. (1)
AE Total Brand (1)
aerie Total Brand (1)
(1)

Fourth Quarter
Comparable Sales
2018
2017

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

YTD Fourth Quarter
2018
2017

8%
5%
29%

4%
2%
27%

AMERICAN EAGLE OUTFITTERS, INC.
STORE INFORMATION
(unaudited)

Consolidated stores at beginning of period
Consolidated stores opened during the period
AE Brand
Aerie stand-alone
Tailgate Clothing Co.
Todd Snyder
Consolidated stores closed during the period
AE Brand
Aerie stand-alone
Total consolidated stores at end of period
AE Brand
Aerie stand-alone
Aerie side-by-side (2)
Tailgate Clothing Co.
Todd Snyder
Stores remodeled and refurbished during the period
Total gross square footage at end of period
International license locations at end of period (1)
Aerie Openings
Aerie stand-alone
Aerie side-by-side stores (2)
New AE store
Remodeled AE store
Total side-by-side
Total Aerie Openings
(1)
(2)

Fourth Quarter
2018

YTD Fourth Quarter
2018

1,057

1,047

1,047

3
8
0
0

16
12
1
0

15 - 20
35 - 40
0
0

(10)
(3)
1,055
934
115
147
5
1
8
6,647
231

Fiscal 2019
Guidance

(15)
(6)
1,055

(10) - (15)
(5) - (10)
1072 - 1092

65
6,647
231

40 - 50
Not Provided
261

8

12

35 - 40

1
5
6
14

5
24
29
41

10 - 15
15 - 20
25 - 35
60 - 75

International license locations are not included in the consolidated store data or the total gross square footage calculation.
Aerie side-by-side stores are included in the AE Brand store count as they are considered part of the AE Brand store to which they are attached.

Exhibit 99.2
American Eagle Outfitters, Inc.
Fourth Quarter 2018 Earnings
Conference Call Transcript March 6, 2019
Operator: Greetings and welcome to American Eagle Outfitters, Inc. fourth quarter 2018 earnings conference call. At this time, all participants are in a
listen-only mode. A question-and-answer session will follow the formal presentation. [Operator Instructions] As a reminder, this conference is being
recorded.
I would now like to turn the conference over to your host, Judy Meehan, Vice President of Investor Relations for American Eagle Outfitters. Please go
ahead.
Judy Meehan - American Eagle Outfitters Inc. – VP, IR: Good afternoon, everyone. Joining me today for our prepared remarks are: Jay Schottenstein,
Chief Executive Officer; Chad Kessler, AE Global Brand President; Jen Foyle, Aerie Global Brand President; and Bob Madore, Chief Financial Officer.
Before we begin today’s call, I need to remind you that we will make certain forward-looking statements. These statements are based upon information that
represents the Company’s current expectations or beliefs. The results actually realized may differ materially based on risk factors included in our SEC
filings. The company undertakes no obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future
events or otherwise, except as required by law.
Consistent with the retail calendar and the 53rd week last year, the fourth quarter’s financial report and the discussion today reflects the quarter ended
February 2, 2019, compared to the quarter ended February 3, 2018. Fourth quarter and year-to-date comparable sales are shifted to reflect the 13- and
52-week periods ended February 2, 2019, against the comparable 13- and 52-week periods ended February 3, 2018.
Also, please note that during this call and in the accompanying press release, certain financial metrics are presented on both a GAAP and non-GAAP
adjusted basis. Reconciliations of adjusted results to the GAAP results are available in the tables attached to the earnings release, which is posted on the
company’s new external website at www.aeo-inc.com in the Investor Relations section. Here you can also find the fourth quarter investor presentation.
And now, I’d like to turn the call over to Jay.
Jay Schottenstein – American Eagle Outfitters, Inc. – CEO: Hi, Judy. Thank you. Hopefully this time it takes. Okay, good afternoon and thank you for
joining us.
I’m pleased to announce that we ended 2018 with strong momentum, delivering another quarter and a year of record sales. We have now achieved our 16th
consecutive quarter of positive comp growth. I am proud to report this level of consistency, which is a real standout in the industry. It’s a testament to the
talent and commitment of our teams and strength of our brands.
For the year, we have reached a milestone of $4 billion in revenue, representing 8% comparable sales growth on top of a 4% increase last year. And
adjusted earnings per share rose 28% to $1.48. Business strength in 2018 was broad-based, as we again achieved growth across markets, brands, and
channels.

American Eagle’s fourth quarter comp sales rose 3%, marking the seventh consecutive quarter of comp increases. Aerie delivered another impressive comp
increase of 23%, the brand’s 17th consecutive quarter of double-digit comp growth. In a highly competitive holiday season, we achieved record volumes on
lower promotional activities. Our fourth quarter EPS of $0.43 exceeded our guidance of $0.40 to $0.42.
Cash flow was strong, and we ended the year with a very healthy balance sheet. Cash investments totaled $425 million at year end after we returned
$242 million to shareholders through share buybacks and dividends. In addition, we invested approximately $190 million in capital.
While 2018 was a year of great progress for our company, we know that significant opportunity is still ahead. As we look forward, our focus is squarely on
our strategic priorities aimed at fueling growth and gaining market share. We will remain highly focused on elevating the customer experience and raising
the bar on product innovation. We surpassed $1 billion in jeans sales in 2018 and see much more growth in jeans and bottoms as well as complementary
businesses such as graphics, shoes, and accessories.
We are also focused on testing new categories our customers care about. This weekend, we are opening a new sneaker shop within our New York SoHo
store. The shop is a partnership with Urban Necessities, a leading retailer of exclusive premium sneakers with a huge customer following. We look forward
to seeing the results of this initiative.
Aerie is a major growth vehicle for us for the foreseeable future. We have filled a void in the market and emerged as a powerful voice for real women. The
team is focused on gaining market share by continuing to offer compelling quality products that make our customers feel good. Aerie’s growth has been
terrific and profit has improved. We see tremendous opportunity ahead. Our sights are squarely set on the first $1 billion as we continue to enter new
markets and grow our customer base.
As we maximize our customers’ own businesses across North America and expand Aerie’s footprint, we are also prioritizing global expansion. In 2018, we
continued to grow our worldwide presence and ended the year with 231 licensed stores across 24 countries. A few weeks ago we signed a license agreement
to launch our brands in Europe. Our partner brings strong expertise and a proven track record of launching brands in Europe.
Today we have the most exciting brands in the specialty retail market. Our purpose is to show the world that there’s real power in the optimism of youth. As
we conclude 2018 and look towards 2019, we’re not only focused on driving profitable revenue growth, but doing so in the right way. We will continue to
give a voice to our customers and represent the values that are important to them such as inclusivity, fairness, transparency, and authenticity.
We have built a strong community for our customers and our associates that we can all be proud of. I’d like to take this opportunity to congratulate and
thank the team for their outstanding execution in 2018 and their unwavering determination as we look to the future.
Now I’d like to turn it over to Chad.
Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: Thanks, Jay. Good afternoon, everyone.
2018 was a strong year for American Eagle. We continued to deliver on our strategic pillar of fueling more growth for our brands. We saw greater
consistency, with all quarters achieving improved margins and comparable sales growth across channels. The fourth quarter was no exception.

Comp sales grew 3%, building on an increase of 5% last year. Both women’s and men’s posted positive comp growth, driven by strength in jeans and
bottoms. Sales growth reflected increases at both stores and digital. It was great to see stores once again post a positive comp, which marked the fifth
consecutive quarter of increases.
Investments in store payroll led to greater customer engagement and a better overall experience. Combined with effective marketing, these improvements
drove store traffic which outperformed the mall. We delivered strong merchandise collections which emphasize gifting in key categories.
Although there’s always room for some improvement, I’m proud of how we performed this holiday season. Sales metrics were healthy, with increases in the
conversion rate, transaction growth, average unit retail, and average transaction value. We also saw consistency across geographic regions. In a highly
competitive environment this holiday, we controlled promotions and reduced markdowns in the quarter.
AE jeans were strong across genders, with the fourth quarter marking the 22nd consecutive quarter of best-ever results. Our jeans business has strengthened
dramatically over the past two years, fueled by unique fit, fabric, innovation, and value that our customers love. In 2018, AE jeans surpassed $1 billion in
annual sales, gaining nearly 200 basis points in market share.
Across all age demographics, we are now the number one women’s jeans brand and the number two overall. Those are powerful stats and we continue to
see a ton of opportunity for further growth in this important loyalty category. Leveraging our incredible success in bottoms, we remain focused on growth
across the balance of apparel.
We’re capitalizing on new fashion trends and using our speed sourcing capabilities to offer the best selection season after season. I’m pleased with the
performance of our loyalty program, which is bringing in new customers, increasing retention and fueling more frequent buying. We are always testing
ways to introduce new customers to our brand and expand share of wallet.
With our customers at the center, we look for opportunities that are important to them. As Jay mentioned, we are excited to open Urban Necessities sneaker
shop in our SoHo store. Like jeans, sneakers are essential to self-expression, and we look forward to seeing the results of this pilot.
We also recently launched a test of American Eagle Style Drop, a rental service in partnership with Castle. The pilot is aimed at expanding brand awareness,
getting new customers into AE jeans, and highlighting outfits within our seasonal collection.
Our AExME brand platform continues to be a driving force for an authentic relationship with our customers. This spring, 10 real customers photographed,
styled, and creatively directed our campaign. It was truly first of its kind and strongly resonated with our customer base and strengthened brand perception.
Look for more to come. As I said, I’m excited about the opportunities for future growth. Congratulations to the entire team for another quarter and another
year of exceptional and consistent performance.
Now, I would like to turn it over to Jen.
Jen Foyle – American Eagle Outfitters, Inc. – Global Brand President – Aerie: Thanks, Chad, and good afternoon, everyone.

I am, once again, thrilled with another quarter of record performance for the Aerie brand. We posted fourth quarter comparable sales growth of 23% on top
of a 34% comp last year; that’s a two-year stack of 57%. This was also our 17th quarter of double-digit sales growth. It’s truly gratifying to see consistency
in the Aerie’s growth as we continue to gain market share.
It’s also important to note that our fourth quarter annual growth was achieved on less promotional activity, resulting in higher margin flow-through. We
continued to see healthy gains across our sales metrics, posting growth in traffic, conversion transactions, AUR and the average transaction value. The
quality of our sales metrics is a clear indicator that we are expanding our brand reach and attracting new customers to the Aerie community. New loyalty
members rose in the mid-teens consistently throughout the year, and retention rates are up over 20%.
Our fourth quarter category performance was broad-based with particular strength in newness in apparel and accessories. We also maintained a very
positive momentum in core intimates, bras and undies. Overall, we are pleased by the positive response to our gift giving collection. We continue to
broaden product offerings, adding categories, styles and expanded sizes that are important to our customers.
Stores performance was again impressive, as we posted strong results in both our stand-alone and side-by-side formats. We continue to see great success in
newer markets. The data analytics points demeaning demand across the country for Aerie, well beyond our primarily East Coast exposure. We are super
excited to be accelerating our store growth to 60 to 75 openings this year. We will focus on new markets in Texas and California and add into filling
existing markets – and fill into existing markets.
All of the new stores will incorporate our latest design, highlighting unique features such as selfie wall fitting rooms like no other, the new design stores are
performing extremely well. We are outpacing our average store comps and we are seeing online penetration in new design markets at 40% to 50%. This is a
tremendous opportunity for us to expand the reach of our Aerie brand.
Our marketing platform #AerieREAL continues to gain momentum. Aerie is a game changer by staying at the forefront of body positivity and women’s
empowerment. Our new cast of role models are even more inspirational. They embrace the Aerie lifestyle and were chosen for their influential voices,
unique stories and commitment to inclusive, powering and empowering our community. And speaking of women’s empowerment, this spring we are
excited about a cool collaboration with the new Captain Marvel movie.
Congratulations to the entire Aerie team for a record 2018. Let’s stay humble and hungry and focused on the significant opportunity ahead. Thanks, and
now I’ll hand it over to Bob.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: Thanks Jen, and good afternoon, everyone. As I recap our performance, it’s
important to note the impact of operating one less week in 2018 in keeping with the retail calendar. This adversely affected both sales and operating profit
for the year and the fourth quarter.
Throughout 2018, American Eagle and Aerie demonstrated strong brand performance. Total revenue reached record highs for the fourth quarter and the
year with broad-based strength across regions and channels. Investments in our store experience, our people and marketing have contributed to greater
consistency and improved results across the business. In the fourth quarter, we delivered strong quality of sales metrics and reduced markdowns in what was
a promotional holiday season.
Please keep in mind that my comments will focus on the adjusted financials, which exclude certain items as detailed in the press release and tables on pages
9 through 9 of the investor presentation. Now, looking at the fourth quarter; total revenue for the 13 weeks increased 1% to $1.24 billion compared to
$1.23 billion for the 14-week period last year.

Total revenue grew by $15 million, despite operating with one less week which approximated $60 million in lost revenue. Comparable sales for the 13
weeks increased 6% following an 8% in the prior year. The quarter marked our 16th consecutive quarter of positive comp growth. Additional sales
information can be found on page 11 of the investor presentation.
By brand, fourth quarter American Eagle comps were up 3%, building on a 5% increase last year, and Aerie comps increased 23% following a 34% increase
in the prior year. Our stores business continued to demonstrate momentum, posting a mid-single-digit comp increase with positive results across both
brands.
The investments that we’d made in our stores, including talent and payroll, have delivered positive sales trends throughout the year. Digital was also strong,
posting a positive high single-digit increase in the quarter, its highest volume quarter ever. Digital penetration rose to 31% of revenue in the fourth quarter
and 28% for the full year.
Overall, quality of sale metrics were healthy, particularly in stores supporting our investments in field talent and wages. On a consolidated basis, traffic and
transactions increased, with store traffic positive in the quarter, outperforming the mall for both brands. Investments in store payroll and a positive response
to our merchandise collections also drove an improved conversion rate. Controlled promotions led to a slight increase in the average unit retail price and
transaction value.
Gross profit dollars increased to $431 million, up 1% from $425 million last year. The gross margin rate was flat at 34.6% of revenue. Lower markdowns
were offset by higher delivery costs due to increased transaction counts and increased incentive expense.
SG&A expense of $288 million increased 9% from $264 million last year. As a rate to revenue, SG&A rose 160 basis points to a rate of 23.1% to sales.
Investments in our brands, field talent, customer-facing store payroll, higher wages, advertising, and incentives drove the majority of the increase. As we’ve
noted, these investments have strengthened our brands and the quality of sales.
Depreciation and amortization decreased 5% to $41 million, improving 30 basis points to 3.3% as a rate to revenue. Operating income of $101 million
compared to $118 million $116 million last year and as a rate to revenue declined to 8.2% from 9.6% last year. One less week in the fourth quarter
adversely affected operating income by approximately $18 million.
The effective tax rate decreased to 26.5% compared to 34.2% last year, primarily due to the impact of U.S. tax reform. Fourth quarter earnings per share of
$0.43 exceeded our guidance of $0.40 to $0.42 and compares to adjusted EPS of $0.44 last year, which excluded $0.08 of tax benefits related to U.S. tax
reform.
Now a few comments and highlights regarding our annual results, total revenue for the 52 weeks increased $240 million or 6% to a record $4 billion
compared to $3.8 billion for the 53-week period last year. One less week in the year resulted in lost revenue of approximately $40 million. Consolidated
comparable sales for the year accelerated to 8%, building on a 4% increase last year. Comps were fueled by strong brand performance throughout the year.
AE brand increased 5% and Aerie comps were up 29%. AE comps were consistently positive during 2018, and Aerie continues to grow at a fast pace, with
this year marking four straight quarters of double-digit growth.
Gross profit dollars increased $117 million to $1.5 billion, rising 70 basis points to 36.9% as a rate to revenue. An improved markdown rate and rent
leverage were partially offset by increased delivery expense due to a strong digital business and higher compensation.

SG&A of $981 million rose 11% and 110 basis points to 24.3% as a rate to revenue. Throughout the year, we made deliberate investments in our brands, the
customer experience, and our people, which drove the dollar growth.
For the year, operating income of $339 million increased 4% from $325 million last year. As a rate to revenue, operating income decreased to 8.4% from
8.6%. This excludes restructuring and related charges of $2 million and $22 million respectively. Operating income was adversely affected by
approximately $12 million due to operating one less week in the fiscal year. Annual adjusted EPS of $1.48 increased 28% from adjusted EPS of $1.16 last
year. For additional information, please refer to pages 7 and 8 of the investor presentation.
As a result of our strong free cash flow, during 2018 we returned a total of $242 million to shareholders. We paid dividends of $97 million, reflecting a 10%
dividend increase in the first quarter of 2018. And we repurchased 7.3 million shares for $144 million.
Consistent with our guidance, capital expenditures totaled $180 million for the year. In 2019, we expect CapEx to be in the range of $200 million to
$215 million. The increase in capital spending is driven primarily by increased Aerie store openings. 2018 store activity can be found on pages 15 through
17 of the investor presentation.
Total gross square footage increased 1% for the year due to additional square footage for Aerie store openings. We opened 12 new Aerie standalone stores
and closed six old format stores, and we also opened 29 new Aerie side-by-side locations. For the AE brand, we opened 16 total locations and closed 15.
Our real estate priorities in 2019 are to accelerate the growth of Aerie with approximately 60 to 75 store openings, to reposition and remodel AE stores, and
to continue expanding globally through our franchise partnerships. Now, regarding our outlook; in the first quarter of 2019, we expect earnings per share of
$0.19 to $0.21 based on comp sales in the positive low single digits.
In closing, we remain focused on driving better earnings flow-through, while fueling growth in our brands. The future is bright as we look to the
opportunities ahead. Our goal is to deliver consistent bottom line results, while creating sustained shareholder value.
And now we’ll open it up to questions.
Operator: Thank you. At this time, we’ll be conducting a question-and-answer session. Our first question comes from the line of Dana Telsey with Telsey
Advisory Group. Please proceed with your question.
Dana Telsey – Telsey Advisory Group LLC Analyst: Good afternoon, everyone, and congratulations on a successful fourth quarter.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: Thanks, Dana.
Jen Foyle – American Eagle Outfitters, Inc. – Global Brand President – Aerie: Thanks, Dana.
Dana Telsey – Telsey Advisory Group LLC Analyst: As you think about the leverage opportunities in 2019, Bob, what do you see this year that’ll be
different than last year, whether it’s occupancy, whether it’s comp in wages? And then this next first quarter and how you’re thinking about the comp
guidance, what are you seeing different in the first quarter than what you saw in the fourth? Thank you.

Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: Yeah. So, Dana, thank you for the question. Two things, I think, that are
really going to drive leverage in 2019 and really the primary one is leveraging SG&A. As we’ve noted throughout the year, we’ve made significant
investments in advertising, stores payroll, and wages. In addition to that, we’ve done a number of restructuring activities in the retail field organization
where we’ve really upgraded talent.
All investments that particularly highlighted by Q4’s quality of sale metrics in the stores, we’ve seen significant improvement across AUR, ADS,
conversion, just the comp performance in and of itself in addition to driving comp gross margin dollar increases. So, we really feel in addition to really
driving an increased sales per associate hour metric, too. So, all of those are pointing to great returns from those investments.
Looking forward to 2019, most of those investments are behind us and reflected in the base with the exception of Q1. We really started investing heavily in
store payroll, wages, and all the things I mentioned in Q2 through Q4. So, Q1, we’ll see continued incremental investment in those categories, in addition to
just some slight increase in advertising year over year and some timing differences of when advertising materializes in Q1 and then flows out the rest of the
year.
So, looking to Q1 of this year, we’re really not expecting leverage or improved operating margin in light of those investments, but as we move through Qs 2
through 4, you should expect to see operating margin and leverage improvement and it’s really primarily driven by SG&A leverage.
The one other thing speaking about investments or things that are different, but reflected in the base in 2018, we had a very strong year this year, which
drove a higher incentive compensation payout than it did the prior year. That’s now baked into the base also and is reset. So, we won’t have that as a
headwind as we look forward, too. So, those are really the drivers, Dana.
Operator: Our next question comes from the line of Oliver Chen with Cowen and Company. Please proceed with your question.
Oliver Chen – Cowen and Company, LLC Analyst: Yeah. Congrats on a great quarter. The positive traffic was impressive. As we look to model traffic
over the next year and quarter, what are your thoughts on traffic and merchandise margins, particularly as some of the commentary on February has been
more cautious from other retailers?
And lastly, just on denim, your denim leadership has been outstanding. I just would love thoughts on what’s next for continuing innovation in newness and
making sure that you interfuse technology and active in the right way for what the customer is looking for with the latest trends. Thanks.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: So, in 2019, just thinking about traffic, both brands, AE brand and
significantly Aerie brand, have performed much better versus the mall. We expect that trend to continue. AE has kind of leveraged traffic by 2 full basis
points, at least on average, if not more throughout the course of the year. And Aerie’s traffic performance had significantly outpaced the mall. So, we expect
both of those trends to continue throughout 2019. Lastly, related to traffic, our digital traffic has been performing at mid-teens performance and we expect
that traffic trend to continue in fiscal 2019.
Chad Kessler – American Eagle Outfitters, Inc. – Global Brand President – AE Brand: And as for jeans, we’re obviously focused every day on
making sure that we’re delivering the most innovative jeans in the best assortment possible for our customers. This year is going to be a huge year for jeans
in American Eagle. I don’t want to share what we have planned, because back-to-school is still several months away, but I am really excited for what 2019
has in store for jeans for AE. We’re going to continue bringing the innovations in fit, fabric, wash and value and quality that we do, but I think we have
some really exciting things coming for the customer.

Operator: Our next question comes from the line of Marni Shapiro with The Retail Tracker. Please proceed with your question.
Marni Shapiro – The Retail Tracker Managing Partner: Hey, guys. Congrats on a great holiday and best of luck for spring. So, rather than talk about
denim, Jay, I thought since we have you on the call, we’ve had a lot of bankruptcies, a lot of store closures in the teen space, a lot of players that I kind of
wonder how they’re still there. Could you give us your thoughts on where you see Eagle going forward? Is it mall based?
Do you see opportunities to partner with other brands or other digital brands inside your stores? I guess, with so many of the players going out, where are
you thinking the brand can go over time? And do you feel like we’re closer to a bottom – or maybe that’s a strong word, closer to status quo in the teen
space where the winners are now squarely in their place and the rest will eventually go away?
Jay Schottenstein – American Eagle Outfitters, Inc. – CEO: The latest bankruptcies were like the little kids, not the teenagers as far as like the
Gymboree stores and those type of stores there.
Marni Shapiro – The Retail Tracker Managing Partner: Well, you had Charlotte Russe, Wet Seal, those over the last year or so.
Jay Schottenstein – American Eagle Outfitters, Inc. – CEO: Well, it’s going on right now at Charlotte Russe. It’s about to start the sale there. Look, we
still see the malls being strong. A lot of the mall developers are doing special things in their malls, they’re trying to add like some special excitement, you
saw where Simon mall has just announced that they’re doing a deal with like putting CBD products in their malls right there.
So we’re still very optimistic. We’re working with some different store designs. So we know that part of the retail experience has to be what kind of
experience as far as the customer gets. And we’re challenging ourselves to see what type of special things we can add within our stores. We added
customization, personalization in some of the stores. We’re opening a store this week in New York. We’re going to open the sneaker shop up, so we see
opportunities there. We think in the next year or so, there could be major opportunities in different accessory areas for us. And so we’re very upbeat. We’re
challenging ourselves to see what other Aerie products for development too.
So we see it being very strong. I’m very bullish, and I know the team is very bullish. We know Aerie is just still growing. And as far as Eagle, we think
there’s a big opportunity for other products too. And in the denim area, we still see a big market in denim. And as Chad was saying, we put a lot of energy
into development of the denim, into the fits of the denim, into the special fabrication, and in creating excitement for the denim. So we see a big opportunity
there too. And we also see that there may be opportunities down the road of picking up other businesses too with what’s going on out there.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: And, Jay, this sounds weird, but I’m going to be a little more optimistic than
you. If you take Gap’s recent announcement of closing over 200 stores, I’m excited by that. That’s a huge opportunity for us to continue to capture market
share, just like we’ve been doing in AE brand. Denim is up 200 basis points in market share this year. We sold over $1 billion in denim. Aerie is taking
market share every single day and then more. So I’m really excited about it. Let the disruption continue.
Jay Schottenstein – American Eagle Outfitters, Inc. – CEO: Look, I also feel that people got nervous this last 30 days because of February, but it was a
strange month, February, because we had the government closure, you had
income tax checks that came out late as far as tax refund checks. You have a shift in the calendar, you have a later Easter, which is good, which I believe is
going to be better for us. But it changes everything.

Last year in February, people taking spring breaks and spring breaks are just starting now. So we’re very optimistic. We think it’s going to be a strong
season. And we have a policy we’d rather under-promise and over deliver. So we’re optimistic, we’re very positive, and our team is very excited and we see
a lot of good signs the last few days.
Judy Meehan - American Eagle Outfitters Inc. – VP, IR: Hector, we’ll take the next question.
Operator: Our next question comes from the line of Kate Fitzsimons with RBC Capital Markets. Please proceed with your question.
Kate Fitzsimons – RBC Capital Markets LLC Analyst : Yes. Hi, congratulations on a strong holiday. I guess my question would be on the first quarter
gross margin outlook. Bob, I heard your comments on SG&A, but just was wondering if you could give a bit more detail on what you’re looking for on the
gross margin side between IMU, markdowns, occupancy, et cetera, and then also just what you’re seeing on the IMU side as you look to 2019. Thank you.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: So you can think about Q1 gross margin along the lines of flat to down
slightly, really driven by BOW deleverage because of some increases in buying, compensation, and delivery due to increased transactions in digital and a
couple other things. We’re seeing really strong improvement in IMU in the quarter for sure, and we’re expecting IMU improvement throughout the course
of the year. As I said, Q1 is overall going to deleverage based on the SG&A investments that I recapped. It’s really Q2 through Q4 that we’re going to see
margin improvement and leverage going forward.
Operator: Our next question comes from the line of Janet Kloppenburg with JJK Research. Please proceed with your question.
Janet J. Kloppenburg – JJK Research Analyst: Hi, everybody, and congratulations on a great fourth quarter, really well done.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: Hey, Janet.
Jen Foyle – American Eagle Outfitters, Inc. – Global Brand President – Aerie: Thank you, Janet.
Janet J. Kloppenburg – JJK Research Analyst: Hey. So that was an interesting comment on gross margin, Bob. So do you look for that shipping
deleverage to moderate in the second and third quarter then, allowing gross margins to improve, or maybe you could help us understand how that shift will.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: I do. We saw some slight demand shifts in February that, as Jay pointed out,
spring breaks are just kicking in in March for college. You’ve got an Easter shift versus last year. Both pre and post-Easter all fall into April. So we’ve got a
lot of the quarter ahead of us for sure, and we did a great job in holiday managing promotions. We’re expecting to do the same this quarter, but we will
possibly be flat to slightly lower on gross margin because of that deleverage. I don’t expect that BOW deleverage to be something that continues quarter on
quarter for the remainder of the year.
Operator: Our next question comes from the line of Simeon Siegel with Nomura Instinet. Please proceed with your question.

Daniel Ryan Stroller – Nomura Instinet Analyst: This is Dan Stroller on for Simeon. Thanks for taking our question. We just wanted to know about
international trends, anything you’re seeing differently or any color on Europe. Thank you.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: We’re really not operating in Europe presently. As Jay pointed out in his
opening remarks, we just signed a new franchise agreement for Europe, so that won’t kick in until later on in fiscal 2019. We really saw strong performance
in our Canadian business and our Mexican businesses. Mexico has been performing very strong consistently throughout the year, and our license businesses
have been performing very well.
Jay Schottenstein – American Eagle Outfitters, Inc. – CEO: And that’s despite all the gas shortages there.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: That’s a great point, Jay. So, in Mexico there’s a lot of disruption going on
down there. At a macro level, lot of disruption from a supply chain perspective, just getting product into the stores because of the ports being held up. So,
yeah, Jay, that’s even more of an accolade to how well the Mexican business is performing. But we’re very happy with the performance of our international
business. We’ve really significantly reduced some of our lossmaking businesses there in Asia and previously in Europe. So, we’re really happy with the
profitability improvement that we’ve seen throughout the course of the year in international.
Jay Schottenstein – American Eagle Outfitters, Inc. – CEO: It’s become a very profitable business.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: Absolutely.
Operator: Our next question comes from the line of Susan Anderson with B. Riley FBR. Please proceed with your question.
Susan Anderson – B. Riley FBR, Inc. Analyst: Hi. Good evening. Nice job on the quarter. I was wondering if you could touch on Aerie and the
profitability there and the improvement you saw in 2018 and then I guess where you guys are at on the timeline of kind of narrowing the spread between
Eagle. And then also I guess just one follow-up on the previous question on the BOW deleverage, if you could, clarify the different puts and takes on the
second through fourth quarters versus the first quarter and why it won’t deleverage going forward. Thanks.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: So, on Aerie profitability, we don’t break that out separately, but the one thing
I will say that Aerie’s pretty much doubled their profitability this fiscal year from last year which is one of the main reasons and it supports our accelerating
the growth of that business and looking to open 60 to 75 stores there.
On the BOW deleverage side, the things that I don’t expect to continue through Q2 and Q4 that we’re seeing in Q1 is really some of the deleverage coming
from compensation as we kind of start comping certain activities. And I don’t expect some of the deleverage we’re seeing on delivery to continue. The
supply chain team has some great initiatives that we feel are going to positively impact Q2 through Q4, whether it’s shipment optimization, software that
we’ve purchased, machine learning and AI technology that we’re employing to maximize the efficiency of our shipments, whether it’s buy online, ship from
store and we’ve changed some of our vendors around shipping methods and have driven some reductions in some of our shipping service levels. So a
combination of all those things are what’s going to drive that performance that’s somewhat better than you’re seeing in Q1.
Operator: Our next question comes from the line of Tiffany Kanaga with Deutsche Bank. Please proceed with your question.

Tiffany Kanaga – Deutsche Bank Securities, Inc. Analyst: Hi, thanks for taking our questions. Would you touch on the promotional cadence at Aerie and
how that’s trending? And also provide your initial thoughts around Target launching its new intimates line, which seems to go after the same customer, but
through a lower price point. Thanks.
Jen Foyle – American Eagle Outfitters, Inc. – Global Brand President – Aerie: Yeah. Well, actually in Q4, we were less promotional. We really took
advantage of our momentum going into the fourth quarter and we were really strategic about our promotions. It’s a promotional time period as you well
know and we definitely pulled back and we actually saw our margin flow-through higher than even our sales trends. So, that’s really good news and we’re
going to continue that into Q1. We’re watching it like a hawk and we’re watching our AURs and they are up.
Regarding Target, we have tons of competition out there. There’s lots of pure play on the digital front in intimates, and they’ve been in the business for a
long time and they have huge assortments and style counts. And what we do different in Aerie is we’re really focused on what we’re going to deliver to this
customer. So, our teams are highly engaged on what the missing styles are, what the new trends are and how we can focus and distort those trends and that’s
really the difference of what Aerie does versus some of these bigger stores and department stores.
Operator: Our next question comes from the line of Paul Lejuez with Citigroup. Please proceed with your question.
Paul Lejuez – Citigroup Global Markets, Inc. Analyst: Hey, thanks, guys. Curious about your outlook for Aerie store openings this year. Maybe if you
could break down the number of stand-alones versus side-by-sides, what do you expect in terms of average store volume in year one just given the
geographical breakdown of where you’re opening? How do you expect store volumes to look versus your normal Aerie store openings? And I’m also
curious about the dollar lift that you get in e-com when you do go into a new market. Thanks.
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: Yeah, sure. So, as I pointed out, we’re going to open 60 to 75 Aerie stores this
year. They’re going to be a little more heavily weighted to stand-alone store openings versus side-by-side, think maybe 60/40-ish weighting along those
lines. And from a store productivity perspective, stand-alone stores do approximately 1.7 million or greater with side-by-side stores over 1 million or
slightly under depending on the size of the side-by-side location.
From a geographical breakdown, we’re really focusing on markets where we don’t have a presence. So, markets like California, Texas, for instance, really
expanding our presence in Florida, et cetera are really where we’re going to be focusing that. And it’s going to be really market opening focus versus
one-off stores within each state, because what we find is the digital halo that you get when you’ve got a concentration of store openings is much more
significant than you do one-offs.
I think Jen had pointed out in her comments that she’s seeing in our new store concepts a 50% to 60% lift or pickup in digital sales just from that new
concept. I can tell you on average across the chain, we see digital halo that equals approximately 60% or so of the volume of the stores, the
brick-and-mortar retail stores in that same trading market. So, we do get a significant lift in e-commerce and we’ve got a lot of white space out there. I think
we’ve got a brick-and-mortar retail presence in 15 to 17 states at this point. So, we’ve got a lot of room for expansion in addition to filling out the markets
that we do have a presence in, too.
So, where we have been, we continue to be bullish not only on Aerie, but AE brand and the growth opportunities there, but we’re starting to put the pedal to
the metal committing more of our capital allocation to Aerie and really looking to accelerate that growth. As I pointed out, we don’t disclose Aerie
profitability separately, but that business pretty much doubled in profitability this year, that’s on 41 store openings. So, we think that doing 60 to 75 is going
to continue to accelerate that even hopefully at a greater pace than we saw this year in addition to leveraging a fixed expense base.

Judy Meehan - American Eagle Outfitters Inc. – VP, IR: Great. Hector, we have time for one more question.
Operator: Okay. Our next question comes from the line of Laura Champine with Loop Capital. Please proceed with your question.
Laura Champine – Loop Capital Markets LLC Analyst: Thanks for taking my question. It’s basically a follow-on. How many stores can you add to
your current base presumably for Aerie without needing to expand your distribution facilities into new buildings?
Bob Madore – American Eagle Outfitters, Inc. – Chief Financial Officer: I think we’ve got a couple years out in front of us before we hit capacity in the
distribution network that we have and actually the teams have already been working on this for a while, they’re way out ahead of this. So, I think where
regardless of store counts within Aerie, I think just as a total business, right, because we’re not just brick-and-mortar retail, but we support a pretty
significant and significantly growing digital business. Capacity issues are something we’re on top of already, maximizing the facilities we have in addition
to looking at expanding our footprint.
Judy Meehan - American Eagle Outfitters Inc. – VP, IR: Okay. That completes our call today. Thank you everybody for your participation. Good night.

