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Item 2.02. Results of Operations and Financial Condition.

     On August 15, 2006, Abercrombie & Fitch Co. (the “Registrant”) issued a news release (the “Release”) reporting the Registrant’s unaudited financial results
for the thirteen weeks (quarterly period) ended July 29, 2006. A copy of the Release is furnished as Exhibit 99.1 to this Current Report on Form 8-K and is
incorporated herein by reference.

     The Registrant also made available in conjunction with the release additional quarterly financial information as of and for the quarterly period ended July 29,
2006 and as of and for the quarterly periods during the fiscal years ended January 28, 2006, January 29, 2005 and January 31, 2004. The additional quarterly
financial information is furnished as Exhibit 99.2 to this Current Report on Form 8-K and is incorporated herein by reference.

     The Registrant’s management conducted a conference call on August 15, 2006, at approximately 4:30 p.m., Eastern Time, to review the Registrant’s financial
results for the thirteen weeks ended July 29, 2006. Additionally, the Registrant’s management addressed plans for the second half of the fiscal year ending
February 3, 2007 on the conference call. A copy of the transcript of the conference call is furnished as Exhibit 99.3 to this Current Report on Form 8-K and is
incorporated herein by reference.

Item 8.01. Other Events.

     In the Release, the Registrant also announced that its Board of Directors had declared a quarterly cash dividend of $0.175 per share in respect of the
Registrant’s Class A Common Stock. The dividend was declared on August 15, 2006 and is payable on September 19, 2006 to stockholders of record on
August 29, 2006.

Item 9.01. Financial Statements and Exhibits.

(a) through (c) Not applicable

(d) Exhibits:

The following exhibits are furnished with this Current Report on Form 8-K:
   
Exhibit No.  Description
99.1  News Release issued by Abercrombie & Fitch Co. on August 15, 2006
   
99.2

 
Additional Quarterly Financial Information made available by Abercrombie & Fitch Co. in conjunction with News Release on August 15,
2006

   
99.3  Transcript of conference call held by management of Abercrombie & Fitch Co. on August 15, 2006
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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.
     
 ABERCROMBIE & FITCH CO.

  

Dated: August 16, 2006 By:  /s/ Michael W. Kramer   
  Michael W. Kramer  
  Senior Vice President and Chief Financial Officer  
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Exhibit 99.1

ABERCROMBIE & FITCH REPORTS SECOND QUARTER RESULTS;

SECOND QUARTER NET INCOME UP 14%;

SECOND QUARTER NET INCOME PER FULLY-DILUTED SHARE UP 14% TO $0.72;

BOARD OF DIRECTORS DECLARES QUARTERLY DIVIDEND OF $0.175;

COMPANY PROVIDES OUTLOOK FOR SECOND HALF OF THE YEAR

New Albany, Ohio, August 15, 2006: Abercrombie & Fitch Co. (NYSE: ANF) today reported unaudited results which reflected record second quarter net
income of $65.7 million and net income per share on a fully-diluted basis of $0.72 for the period ended July 29, 2006.

Second Quarter Developments

 •  Total Company net sales increased 15% to $658.7 million; comparable store sales were flat versus a 30% increase for the second quarter of fiscal 2005.
 

 •  Abercrombie & Fitch net sales increased 3% to $316.3 million; Abercrombie & Fitch comparable store sales decreased by 4%
 

 •  abercrombie net sales increased 14% to $72.7 million; abercrombie comparable store sales increased by 11%
 

 •  Hollister Co. net sales increased 32% to $262.9 million; Hollister Co. comparable store sales increased by 3%
 

 •  RUEHL net sales increased 139% to $6.9 million; RUEHL comparable store sales increased 24%
 

 •  Net income for the second quarter increased 14% to $65.7 million from $57.4 million in fiscal 2005
 

 •  Net income per share on a fully-diluted basis increased 14% to $0.72 in the second quarter of 2006 from $0.63 in fiscal 2005

Mike Jeffries, Chief Executive Officer and Chairman of the Board of Abercrombie & Fitch Co., said:

“I am very pleased with the record sales and profit that we achieved this quarter. Enhancing the quality of our brands and increasing the bottom line are our top
priorities; to generate strong sales, gross margin and earnings reflects the strength of our business.”

Second Quarter Financial Results

Net sales for the thirteen weeks ended July 29, 2006 increased 15% to $658.7 million from $571.6 million for the thirteen weeks ended July 30, 2005. Total
Company comparable store sales were flat to last year.

 



 

The gross profit rate for the quarter was 69.1%, up 90 basis points compared to last year. The improvement in gross profit rate was primarily due to a lower
markdown rate combined with slightly higher initial markup versus last year.

Stores and Distribution expense, as a percentage of sales, increased 50 basis points to 41.1% from 40.6%. The increase in rate versus last year resulted primarily
from expense related to improvements made to existing Abercrombie & Fitch stores including the right-size and refresh programs, partially offset by leverage in
store payroll expense.

Marketing, General and Administrative expense, as a percentage of sales, increased 110 basis points to 13.0% from 11.9%. The increase in rate versus last year
largely resulted from the expense related to FAS 123(R) and expense attributed to Information Technology related projects.

The expense related to FAS 123(R) for the second quarter of fiscal 2006 was $5.1 million on a pre-tax basis.

Net income for the quarter increased 14% to $65.7 million, or $0.72 per share on a fully-diluted basis, from $57.4 million, or $0.63 per share on a fully-diluted
basis, for the second quarter of fiscal 2005.

Second Half and 2006 Fiscal Year Outlook

The Company expects net income per share on a fully-diluted basis for the second-half of fiscal 2006 to be in the range of $3.15 to $3.20, including a charge of
approximately $0.02 attributable to expense related to FAS 123(R). Included in the Company’s guidance is an estimated $0.08 of incremental fourth quarter net
income per fully-diluted share resulting from an extra selling week in the current year’s fiscal calendar. Based upon this guidance, the Company now expects its
fully-diluted earnings per share for the year to be in the range of $4.49 to $4.54, including a charge of approximately $0.10 attributable to FAS 123(R).

The Company expects total capital expenditures for fiscal 2006 to be between $400 million and $420 million with approximately $260 million of this amount
allocated to new store construction, store remodels, conversions, and improvements to existing stores, with the remainder related to home office and distribution
center investments.

For fiscal 2006, the Company expects to increase gross square-footage from approximately 11% to 12% primarily through the addition of approximately 74
Hollister Co. new stores, 18 abercrombie new stores, eight Abercrombie & Fitch new stores and seven RUEHL new stores.

Other Developments

The Board of Directors declared a quarterly cash dividend of $0.175 per share on the Class A Common Stock of Abercrombie & Fitch Co. payable on
September 19, 2006 to shareholders of record at the close of business on August 29, 2006.

The Company plans to open its first European location in London in early 2007.

The Company operated 351 Abercrombie & Fitch stores, 164 abercrombie stores, 355 Hollister Co. stores, and ten RUEHL stores at the end of the second
quarter of 2006. The Company operates e-commerce websites at www.abercrombie.com, www.abercrombiekids.com, and www.hollisterco.com.

Today at 4:30 PM, Eastern Time, the Company will conduct a conference call. Management will discuss the Company’s performance, its plans for the future and
will accept questions from participants. To listen to the live conference call, dial (800) 811-0667 or internationally at (913) 981-4901. To listen via the internet,
go to www.abercrombie.com, select the Investor Relations page and click on Calendar of Events.

 



 

Replays of the call will be available shortly after its completion. The audio replay can be accessed for two weeks following the reporting date by calling
(888) 203-1112 or internationally at (719) 457-0820 followed by the conference ID number 8591489 or for 12 months by visiting the Company’s website at
www.abercrombie.com.

# # # #
   
For further information, call: Thomas D. Lennox
  Vice President, Corporate Communications
  (614) 283-6751

SAFE HARBOR STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

A&F cautions that any forward-looking statements (as such term is defined in the Private Securities Litigation Reform Act of 1995) contained in this Press
Release or made by management of A&F involve risks and uncertainties and are subject to change based on various important factors, many of which may be
beyond the Company’s control. Words such as “estimate,” “project,” “plan,” “believe,” “expect,” “anticipate,” “intend,” and similar expressions may identify
forward-looking statements. The following factors, in addition to those included in the disclosure under the heading “FORWARD-LOOKING STATEMENTS
AND RISK FACTORS” in “ITEM 1A. RISK FACTORS” of A&F’s Annual Report on Form 10-K for the fiscal year ended January 28, 2006, in some cases
have affected and in the future could affect the Company’s financial performance and could cause actual results for the 2006 fiscal year and beyond to differ
materially from those expressed or implied in any of the forward-looking statements included in this Press Release or otherwise made by management: changes
in consumer spending patterns and consumer preferences; the effects of political and economic events and conditions domestically and in foreign jurisdictions in
which the Company operates, including, but not limited to, acts of terrorism or war; the impact of competition and pricing; changes in weather patterns; postal
rate increases and changes; paper and printing costs; market price of key raw materials; ability to source product from its global supplier base; political stability;
currency and exchange risks and changes in existing or potential duties, tariffs or quotas; availability of suitable store locations at appropriate terms; ability to
develop new merchandise; ability to hire, train and retain associates; and the outcome of pending litigation. Future economic and industry trends that could
potentially impact revenue and profitability are difficult to predict. Therefore, there can be no assurance that the forward-looking statements included in this
Press Release will prove to be accurate. In light of the significant uncertainties in the forward-looking statements included herein, the inclusion of such
information should not be regarded as a representation by the Company, or any other person, that the objectives of the Company will be achieved. The forward-
looking statements herein are based on information presently available to the management of the Company. Except as may be required by applicable law, the
Company assumes no obligation to publicly update or revise its forward-looking statements even if experience or future changes make it clear that any projected
results expressed or implied therein will not be realized.

 



 

Exhibit 99.2

ABERCROMBIE & FITCH
QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS, RATIOS AND STORE DATA)
                                                 
PERIOD  2003  2004  2005  2006  
  (% Change)   (Total)   (% Change)   (Total)   (% Change)   (Total)   (% Change)   (Total)  
1. Sales  (Comp Stores)   (% Change)  (Comp Stores)   (% Change)  (Comp Stores)   (% Change)  (Comp Stores)   (% Change) 
1st Qtr   -6%  346,722   11%   0%  411,930   19%   19%  546,810   33%   6%  657,271   20%
2nd Qtr   -8%  355,719   8%   -5%  401,346   13%   30%  571,591   42%   0%  658,696   15%
3rd Qtr   -9%  444,979   6%   1%  520,724   17%   25%  704,918   35%             
4th Qtr   -11%  560,389   5%   9%  687,254   23%   28%  961,392   40%             
                                                 
Year   -9%  1,707,810   7%   2%  2,021,253   18%   26%  2,784,711   38%             
6 Mos   -7%  702,441   9%   -3%  813,276   16%   24%  1,118,401   38%   3%  1,315,967   18%
9 Mos   -8%  1,147,421   8%   -1%  1,333,999   16%   24%  1,823,319   37%             
                                        

                                                 
2. Cost of Goods Sold       (% of Sales)      (% of Sales)      (% of Sales)      (% of Sales)
       

 
      

 
      

 
      

 

1st Qtr       130,243   37.6%       144,006   35.0%       189,558   34.7%       227,355   34.6%
2nd Qtr       122,068   34.3%       120,429   30.0%       181,931   31.8%       203,438   30.9%
3rd Qtr       167,328   37.6%       184,107   35.4%       239,832   34.0%             
4th Qtr       205,001   36.6%       231,487   33.7%       321,974   33.5%             
                                                 
Year       624,640   36.6%       680,029   33.6%       933,295   33.5%             
6 Mos       252,311   35.9%       264,435   32.5%       371,489   33.2%       430,793   32.7%
9 Mos       419,639   36.6%       448,542   33.6%       611,321   33.5%             
                                           

                                                 
3. Gross Profit       (% of Sales)      (% of Sales)      (% of Sales)      (% of Sales)
       

 
      

 
      

 
      

 

1st Qtr       216,479   62.4%       267,924   65.0%       357,252   65.3%       429,915   65.4%
2nd Qtr       233,651   65.7%       280,917   70.0%       389,660   68.2%       455,258   69.1%
3rd Qtr       277,651   62.4%       336,617   64.6%       465,086   66.0%             
4th Qtr       355,388   63.4%       455,767   66.3%       639,418   66.5%             
                                                 
Year       1,083,169   63.4%       1,341,225   66.4%       1,851,416   66.5%             
6 Mos       450,130   64.1%       548,841   67.5%       746,912   66.8%       885,173   67.3%
9 Mos       727,781   63.4%       885,457   66.4%       1,211,998   66.5%             
                                           



 

ABERCROMBIE & FITCH
QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS, RATIOS AND STORE DATA)
                                 
PERIOD   2003   2004   2005   2006  
4. Total Stores and Distribution
Expense   (% of Sales)  (% of Sales)  (% of Sales)  (% of Sales) 
1st Qtr   137,747   39.7%  165,515   40.2%  222,223   40.6%  258,352   39.3%
2nd Qtr   139,732   39.3%  160,515   40.0%  232,097   40.6%  270,494   41.1%
3rd Qtr   155,937   35.0%  188,381   36.2%  252,947   35.9%        
4th Qtr   163,999   29.3%  223,833   32.6%  293,488   30.5%        
                                 
Year   597,416   35.0%  738,244   36.5%  1,000,755   35.9%        
6 Mos   277,479   39.5%  326,030   40.1%  454,320   40.6%  528,846   40.2%
9 Mos   433,417   37.8%  514,411   38.6%  707,267   38.8%        
                                 
5. Total Marketing, General and
Administrative Expense   (% of Sales)  (% of Sales)  (% of Sales)  (% of Sales) 
1st Qtr   38,238   11.0%  55,784   13.5%  67,146   12.3%  89,699   13.6%
2nd Qtr   38,932   10.9%  51,703   12.9%  67,884   11.9%  85,340   13.0%
3rd Qtr   41,323   9.3%  86,273   16.6%  97,644   13.9%        
4th Qtr   37,060   6.6%  66,076   9.6%  80,783   8.4%        
                                 
Year   155,553   9.1%  259,836   12.9%  313,457   11.3%        
6 Mos   77,170   11.0%  107,488   13.2%  135,030   12.1%  175,039   13.3%
9 Mos   118,493   10.3%  193,760   14.5%  232,674   12.8%        
                                 
6. Other Operating Income, Net   (% of Sales)  (% of Sales)  (% of Sales)  (% of Sales) 
1st Qtr   (186)   -0.1%  (95)   0.0%  (406)   -0.1%  (2,121)   -0.3%
2nd Qtr   (147)   0.0%  (63)   0.0%  (1,408)   -0.2%  (3,005)   -0.5%
3rd Qtr   (187)   0.0%  (15)   0.0%  (1,379)   -0.2%        
4th Qtr   (459)   -0.1%  (4,317)   -0.6%  (2,341)   -0.2%        
                                 
Year   (979)   -0.1%  (4,490)   -0.2%  (5,534)   -0.2%        
6 Mos   (333)   0.0%  (158)   0.0%  (1,814)   -0.2%  (5,126)   -0.4%
9 Mos   (520)   0.0%  (174)   0.0%  (3,193)   -0.2%        

 



 

ABERCROMBIE & FITCH
QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS, RATIOS AND STORE DATA)
                                 
PERIOD  2003  2004  2005  2006  
7. Operating Income   (% of Sales)  (% of Sales)  (% of Sales)  (% of Sales) 
1st Qtr   40,680   11.7%  46,720   11.3%  68,289   12.5%  83,985   12.8%
2nd Qtr   55,134   15.5%  68,762   17.1%  91,087   15.9%  102,429   15.6%
3rd Qtr   80,578   18.1%  61,978   11.9%  115,874   16.4%        
4th Qtr   154,788   27.6%  170,175   24.8%  267,488   27.8%        
                                 
Year   331,179   19.4%  347,635   17.2%  542,738   19.5%        
6 Mos   95,814   13.6%  115,483   14.2%  159,376   14.3%  186,415   14.2%
9 Mos   176,392   15.4%  177,460   13.3%  275,250   15.1%        
                                 
8. Interest Income, Net   (% of Sales)  (% of Sales)  (% of Sales)  (% of Sales) 
1st Qtr   (991)   -0.3%  (985)   -0.2%  (1,220)   -0.2%  (3,166)   -0.5%
2nd Qtr   (861)   -0.2%  (1,358)   -0.3%  (1,560)   -0.3%  (2,765)   -0.4%
3rd Qtr   (757)   -0.2%  (1,574)   -0.3%  (1,516)   -0.2%        
4th Qtr   (1,099)   -0.2%  (1,299)   -0.2%  (2,376)   -0.2%        
                                 
Year   (3,708)   -0.2%  (5,216)   -0.3%  (6,672)   -0.2%        
6 Mos   (1,852)   -0.3%  (2,343)   -0.3%  (2,780)   -0.2%  (5,931)   -0.5%
9 Mos   (2,609)   -0.2%  (3,919)   -0.3%  (4,296)   -0.2%        
                                 
9. Pre-tax Income   (% of Sales)  (% of Sales)  (% of Sales)  (% of Sales) 
1st Qtr   41,671   12.0%  47,707   11.6%  69,509   12.7%  87,151   13.3%
2nd Qtr   55,995   15.7%  70,120   17.5%  92,647   16.2%  105,194   16.0%
3rd Qtr   81,335   18.3%  63,552   12.2%  117,390   16.7%        
4th Qtr   155,887   27.8%  171,474   25.0%  269,864   28.1%        
                                 
Year   334,887   19.6%  352,853   17.5%  549,410   19.7%        
6 Mos   97,666   13.9%  117,827   14.5%  162,156   14.5%  192,346   14.6%
9 Mos   179,001   15.6%  181,379   13.6%  279,546   15.3%        

 



 

ABERCROMBIE & FITCH
QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS, RATIOS AND STORE DATA)
                                 
PERIOD  2003  2004  2005  2006  
10. Taxes  (Tax Rate) (Tax Rate) (Tax Rate) (Tax Rate) 
1st Qtr   15,886   38.1%  18,390   38.5%  29,150   41.9%  30,911   35.5%
2nd Qtr   21,467   38.3%  27,232   38.8%  35,246   38.0%  39,472   37.5%
3rd Qtr   31,401   38.6%  23,641   37.2%  45,790   39.0%        
4th Qtr   61,304   39.3%  67,214   39.2%  105,240   39.0%        
                                 
Year   130,057   38.8%  136,477   38.7%  215,426   39.2%        
6 Mos   37,353   38.2%  45,622   38.7%  64,396   39.7%  70,383   36.6%
9 Mos   68,754   38.4%  69,263   38.2%  110,186   39.4%        
                                 
11. Net Income  (% of Sales) (% of Sales) (% of Sales) (% of Sales) 
1st Qtr   25,785   7.4%  29,317   7.1%  40,359   7.4%  56,240   8.6%
2nd Qtr   34,528   9.7%  42,888   10.7%  57,401   10.0%  65,722   10.0%
3rd Qtr   49,934   11.2%  39,911   7.7%  71,600   10.2%        
4th Qtr   94,583   16.9%  104,260   15.2%  164,624   17.1%        
                                 
Year   204,829   12.0%  216,376   10.7%  333,984   12.0%        
6 Mos   60,313   8.6%  72,205   8.9%  97,760   8.7%  121,963   9.3%
9 Mos   110,247   9.6%  112,116   8.4%  169,360   9.3%        
                                 
12. Net Income  (% Increase) (% Increase) (% Increase) (% Increase) 
1st Qtr   25,785   11.6%  29,317   13.7%  40,359   37.7%  56,240   39.3%
2nd Qtr   34,528   12.0%  42,888   24.2%  57,401   33.8%  65,722   14.5%
3rd Qtr   49,934   5.6%  39,911   -20.1%  71,600   79.4%        
4th Qtr   94,583   1.1%  104,260   10.2%  164,624   57.9%        
                                 
Year   204,829   5.2%  216,376   5.6%  333,984   54.4%        
6 Mos   60,313   11.8%  72,205   19.7%  97,760   35.4%  121,963   24.8%
9 Mos   110,247   8.9%  112,116   1.7%  169,360   51.1%        
                                 
13. Net Income per Fully-Diluted 
Share  (% Increase) (% Increase) (% Increase) (% Increase) 
1st Qtr  $ 0.26   13.0% $ 0.30   15.4% $ 0.45   50.0% $ 0.62   37.8%
2nd Qtr  $ 0.34   13.3% $ 0.44   29.4% $ 0.63   43.2% $ 0.72   14.4%
3rd Qtr  $ 0.50   6.4% $ 0.42   -16.0% $ 0.79   88.1%        
4th Qtr  $ 0.97   3.2% $ 1.15   18.6% $ 1.80   56.5%        
                                 
Year  $ 2.06   6.2% $ 2.28   10.7% $ 3.66   60.5%        
6 Mos  $ 0.60   13.2% $ 0.74   23.3% $ 1.07   44.6% $ 1.34   25.2%
9 Mos  $ 1.10   10.0% $ 1.16   5.5% $ 1.87   61.2%        

 



 

ABERCROMBIE & FITCH
QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS, RATIOS AND STORE DATA)
                 
PERIOD   2003    2004    2005    2006  
14. Fully-Diluted Weighted-Average 
Shares Outstanding              
1st Qtr   99,835   96,872   89,800   91,327 
2nd Qtr   100,128   97,590   91,501   91,178 
3rd Qtr   99,102   95,351   90,458     
4th Qtr   97,839   90,750   91,275     
                 
Year   99,580   95,110   91,221     
6 Mos   100,542   97,118   90,946   91,274 
9 Mos   100,095   96,522   90,422     
                 
15. Actual Shares Outstanding - 
End of Period              
1st Qtr   98,004   94,788   86,324   87,958 
2nd Qtr   96,438   95,773   88,707   88,038 
3rd Qtr   96,326   90,556   87,606     
4th Qtr   94,607   86,040   87,726     
                                 
16. Number of Stores - End of Period   (% Increase)   (% Increase)   (% Increase)   (% Increase) 
1st Qtr   602   18.7%  706   17.3%  783   10.9%  846   8.0%
2nd Qtr   625   17.3%  727   16.3%  804   10.6%  880   9.5%
3rd Qtr   651   16.3%  764   17.4%  820   7.3%        
4th Qtr   700   17.3%  788   12.6%  851   8.0%        
                                 
17. Gross Square Feet - End of Period   (% Increase)   (% Increase)   (% Increase)   (% Increase) 
1st Qtr   4,392   16.4%  5,065   15.3%  5,573   10.0%  5,974   7.2%
2nd Qtr   4,538   15.3%  5,192   14.4%  5,674   9.3%  6,220   9.6%
3rd Qtr   4,709   14.6%  5,439   15.5%  5,789   6.4%        
4th Qtr   5,021   15.2%  5,591   11.4%  6,025   7.8%        
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PRESENTATION

 

Operator

Good day, everyone and welcome to the Abercrombie & Fitch second quarter earnings release conference call. Today’s call is being recorded. [OPERATOR
INSTRUCTIONS] At this time I would like to turn the conference over to Mr. Tom Lennox, please go ahead, sir.

 

Tom Lennox - Abercrombie & Fitch Co. — IR, Corp. Comm.

Good afternoon and welcome to our second quarter conference call. After the market closed, we released second quarter sales and earnings release, balance
sheet, income statement, and an updated financial history. If you haven’t seen these materials they are available on our website. This call is being taped and
could be replayed by dialing 888-203-1112. You will need to reference the conference ID number 8591489. You may also access the replay through the Internet
at Abercrombie.Com.

With me today are Mike Jeffries, Chairman and Chief Executive Officer; Mike Kramer, Chief Financial Officer; Mike Nuzzo VP of Finance; and Brian Logan,
the Company’s Controller. Today’s earnings call will be limited to one hour. After our prepared comments we will be available to take your questions for as long
as time permits.

Please limit to yourself to one question so that we can speak with as many callers as possible. Before we begin I remind you that any forward-looking statements
we may make are subject to the Safe Harbor statement found in our earnings release and SEC files. Now to Mike Kramer.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

First off, let me start by saying that we’re very proud of our company’s 14 year history of delivering leading financial results. As our press release indicates our
company generated double digit sales and earnings growth for the second quarter of fiscal 2006. In addition, not only do we consistently deliver a high quality of
earnings, but we are steadfastly committed to invest prudently across the organization to ensure that we deliver strong results in the future. Now for the numbers.

Net sales for the second quarter were 658.7 million, increasing 15% over last year’s Second Quarter sales of 571.6 million. Comparable store sales were flat to
last year for the quarter versus a 30% increase for the Second Quarter of fiscal 2005. Second Quarter comps by brand were as follows—In the adult business,
Abercrombie & Fitch, comparable store sales decreased 4%.

Men’s comps decreased by a high single digit and women’s decreased by a low single digit. In the kids business, Abercrombie, comparable store sales increased
11% with boys comps increasing by a mid single digit, and girls increasing by a low double digit. Hollister comparable store sales increased 3% with Dudes
comps declining by a low single digit and Betty’s increasing by a mid single digit. RUEHL comparable store sales increased 24% with men’s comps increasing
by mid 30s and women’s increasing by high single digits. By region, comps were strongest in the North Atlantic and weakest in the south.

The Second Quarter gross profit rate was 69.1%, 90 basis points higher than last year’s rate of 68.2%. The increase in rate primarily reflects a lower markdown
rate combined with a slightly higher initial markup versus last year. We ended the Second Quarter with inventories up 9% per gross square foot at a cost versus
last year. This is consistent with the past guidance we provided on our first quarter conference call when we said that we expected to end the second quarter of
2006 with a lower increase per square foot at cost when compared to the 38% increase reported at the end of the first quarter of fiscal 2006.
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Going forward, we are planning for inventory levels to continue to moderate. Ending the third quarter of 2006 with a lower increase per foot at cost when
compared to the Second Quarter of fiscal 2006. Stores and distribution expense, as a percentage of sales increased 50 basis points to 41.1% versus 40.6% last
year. The increase in rate resulted primarily from expense related to improvements made to existing Abercrombie & Fitch stores including the right sizing and
refresh programs, partially offset by leverage in store payroll expense as a percentage of sales. For the Second Quarter, marketing, general, and administrative
expense increased 110 basis points as a percentage of sales to 13% from 11.9% last year. The increase in rate versus last year resulted primarily from the expense
related to FAS 123R. The expense attributed to IT related projects also contributed to the increase in rates.

For the Second Quarter, operating income increased to to 102.4 million compared to 91.1 million last year. Net income for the quarter increased 14% to
65.7 million versus 57.4 million last year. Second Quarter net income per share on a fully diluted basis was $0.72 versus $0.63 representing an increase of 14%
versus last year. We ended the Second Quarter with 351 Abercrombie & Fitch stores, 164 Abercrombie stores, 355 Hollister stores, and 10 RUEHL stores. For
fiscal 2006 we now plan to open 8 new Abercrombie & Fitch stores, 18 new Abercrombie stores, 74 new Hollister stores, and 7 new RUEHL stores for a total of
107 stores. We plan to end the year with 363 Abercrombie & Fitch stores, 177 Abercrombie stores, 397 Hollister stores, and 15 RUEHL stores, for a total of 952
stores. Total square footage is expected to grow by approximately 11 to 12% in fiscal 2006.

For fiscal 2006, we expect planned capital expenditures will be between 400 and 420 million. Approximately 260 million of this amount is allocated to new store
construction, remodels, conversions, and improvements to existing stores with a remainder related to home office, IT and distribution center investments. The
new distribution center which is located in New Albany, Ohio, is ahead of schedule and expected to be completed in November.

I would like to finish by discussing our profit outlook for the fall season. At this point, we expect net income per fully diluted share for the second half of fiscal
2006 to be in the range of $3.15 to $3.20, including a charge of approximately $0.02 attributable to expense related to FAS 123R. Included in our guidance is an
estimated $0.08 of incremental fourth quarter net income for fully diluted share resulting from an extra selling week in this year’s fiscal calendar. Now, Mike
will comment on the business.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Good afternoon. I’m obviously pleased with the record sales and profit that we achieved this quarter. Enhancing the quality of our brands and increasing the
bottom line are our top priorities. To generate strong sales, gross margin, and earnings reflects the strength of our business. Our brands are well positioned. Each
one makes a contribution to the overall success of the Company. To continue with our success and meet the objective of being recognized as the coolest brands
for each of our targeted age-groups, we have taken steps over the past two years to improve the primary method of communicating with our customers, our
stores.

We’ve enhanced the store environment in four major ways. They are one, better inventory levels. There are no more empty wall bays especially in our lower
volume stores. To ensure selection integrity at all times we increased minimum stack heights and size runs. As we continue to sell-through jeans and other basic
categories, we will maintain more moderate inventory levels; two, more newness. We update our stores weekly. We are driving the business with new styles in
key categories, we are focused on merchandise flow and the processes that support presentation updates; three, store payroll. We increased store payroll hours to
bring back the environment, attitude, and proper presentation standards. We adjust payroll hours constantly. The process is managed centrally. Each store’s
allocated base coverage and hours flexed based on a variety of factors; four, store design. We are well under way with the Abercrombie & Fitch store refresh
program. The objective is to have A&F stores look and feel like the Fifth Avenue flagship store.

From a merchandising standpoint we changed our method of clearing through older items by eliminating the first of what used to be two seasonal sale events.
We cleared through the spring season merchandise effectively ending the quarter with spring season carryover levels below last year while maintaining a full
priced store environment. The transition was also successful in achieving a lower markdown rate compared to last year which contributed to a higher gross
margin for the quarter. We intend to employ this strategy in the second half of the year.

In terms of the program’s success we applied this method of clearing through inventory to each of our brands. This is consistent with our management
philosophy which involves utilizing similar practices across brands. From a management, merchandising, and systems point of view, this is extremely beneficial
because we can employ the same techniques across the business. Stated another way, we do not have to reinvent ourselves for each brand and we are seeing
productivity gains from each of our businesses. The bottom line, we have a proven model that generates strong productivity and profitability per sales dollar.
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Abercrombie & Fitch stores made a significant contribution to the Company’s productivity increase for the first half of the year. A contributing factor in this
regard is the Fifth Avenue flagship store. Also supplementing strong new store contribution are our Canadian stores as well as the newly opened flagship store
located at The Grove in Los Angeles. The Grove is off to a great start and we see opportunity for solid returns. We are on schedule to open our first European
location, the London flagship store in the spring of 2007. The Abercrombie & Fitch Canadian stores continue to out pace their domestic counterparts and over
the weekend we opened our third Abercrombie & Fitch store in Canada at the Eaton Centre in Toronto which will be our highest volume store in the Canadian
market. Like the A&F stores, Hollister’s Canadian locations are also exceeding expectations with productivity three times that of our average U.S. Hollister
stores.

Hollister is now generating sales per square foot of $546 for the trailing 12 months. The business recently equips the Abercrombie & Fitch store base and now
stands at 355 stores on it’s way to between 600 and 800 stores domestically. We also see Hollister as having additional international expansion opportunities as
the brand continues to attain widespread recognition. As we have often noted, Hollister’s emerged as one of the key drivers of our company’s growth and has
become a highly recognized and sought after brand by consumers and landlords. You will see also real estate expansion in the kids business Abercrombie. We
are planning to open 12 new Abercrombie stores during the second half of the year, all of which will be located in highly productive centers including San
Francisco Center and Topanga Plaza on the West Coast and Tyson’s Corner in Metropolitan DC, Mall of Millenia in Orlando. The business is generating roughly
$485 on a sales per square foot basis which includes an increase of approximately 23% for the first half of fiscal 2006.

With the strength that we are seeing at RUEHL, we believe the brand has opportunity for similar success. The progress made over the past year reflects it’s more
casual assortments which builds on our organization strength. This brand is now properly positioned from a pricing and product standpoint. We continue to make
progress from an initial markup standpoint where initial markup improved by approximately 10 percentage points compared to last year. We are on target for
RUEHL to be profitable by the end of 2007, fiscal 2007. By the end of this year, we plan to open five new stores including locations in Roosevelt Field on Long
Island, San Francisco Center, and Aventura Mall in Florida.

In closing our Second Quarter performance was solid and due to the unique positioning of the Company, I am optimistic about the future of our business. From a
growth standpoint we have opportunity to domestically expand our established brands and with the progress made with RUEHL, we have another growth brand.
These opportunities combined with our planned entrance into select international markets makes me confident that we can continue to deliver strong results both
in the near and long term. Now, we’re available to take your questions. Please limit yourself to one question so we can speak with as many callers as possible.
After everyone has had a chance we will be happy to take follow-up questions. Thank you.

QUESTION AND ANSWER

 

Operator

Thank you. [OPERATOR INSTRUCTIONS] The first question will come from Jeff Klinefelter with Piper Jaffray.

 

Jeff Klinefelter - Piper Jaffray — Analyst

Yes, congratulations, guys on a great first half of the year. Question is on the store refresh program. Could you tell us again how many stores currently have been
refreshed with the new flagship package? Is there anything you can tell us in terms of dollars per store, cost in terms of productivity gains that you’re seeing
initially as you implement this and kind of what are your plans to roll it out through the rest of the chain?

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Jeff, this is Mike. I can answer that. In Q2 we completed five major remodels of adult stores. We completed 13 refresh projects at adult stores, which included
the selective replacement of fixtures and finishes to ensure that all of our stores represent the brand well and are consistent with Fifth Avenue. In Q3 we are
planning 35 more adult refresh projects. We improved 112 adult store fronts with the addition of the louvers that are similar to our New York flagship design and
we’ll add louvers to 52 more stores in Q3. In terms of the quarter and the dollar spent in the quarter, we spent from a CapEx perspective 10 million on what I just
talked about, and roughly expensed another 2 million in terms of labor, maintenance and write-offs relating to the same thing. In terms of productivity with
regards to this, we’re not going to answer that.
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Jeff Klinefelter - Piper Jaffray — Analyst

Okay, thank you.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thanks, Jeff.

 

Operator

Next question comes from Margaret Mager at Goldman Sachs.

 

Margaret Mager - Goldman Sachs — Analyst

Hi.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Margaret.

 

Margaret Mager - Goldman Sachs — Analyst

How are you?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

We’re good. How are you?

 

Margaret Mager - Goldman Sachs — Analyst

Good, thanks, and congratulations on great results and strong outlook for the second half. It’s terrific. I just, I know I only have one question so I wanted to
maybe ask about the outlook for store payroll and your whole plan there as far as making it more efficient. You talked about every store has a base level of hours
and then you add flex hours due to a number of factors. Maybe you could describe a little bit what those factors are and how you manage the whole process of
payroll and the goals there? Thanks.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Well, Margaret, I don’t know that I really want to get into a lot of detail here, but we definitely have our stores grouped in revenue bands and we have what we
call base hours which would be minimum levels of coverage and minimum levels of what I would call operational people that would move product from the
back to the front. We have minimum levels of standards of really what we want our stores to look like. That’s our base case, and then from then on, there is flex
related to sales, traffic, and there are other factors. Now, in terms of what the investment that we’ve made and in terms of where we’re at with regards to that, we
feel really good about our payroll but we’re continually optimizing our payroll at a store level basis. It will be a project that is ongoing as business changes as
there are new needs for the business we will obviously adjust accordingly.

 

Operator

Next question will come from Stacy Pak with Prudential.
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Stacy Pak - Prudential — Analyst

Hi, thanks. Great job.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thanks. Hi, Stacy.

 

Stacy Pak - Prudential — Analyst

Couple questions. One is just on the business, given what happened in July and the whole industry I was wondering if you would comment on whether the
business in August just sort of — if you don’t want to tell us what it is month to date, just whether it’s sort of built like you would anticipate with a later start to
back-to-school, and then second of all, on the expenses, I’m kind of curious about how we should model store end distribution and marketing and G&A
expenses, given the growth we saw this quarter in those extra things, the store refreshment and the info technology programs.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

I’ll answer the first part of the question, Stacy. Nice try.

 

Stacy Pak - Prudential — Analyst

You knew I’d try.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

I’m becoming increasingly fond of you. Mike will take number two.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Secondly, the second part of the question with regards to expense, yes, Stacy, in terms of stores and distribution, we are targeting to leverage that line item. Now,
in terms of Q3 we will continue to have some write-offs related to the store refresh and with regards to MG&A, we will not be leveraging that line item as we
continue to invest in future growth initiatives. What I can do is tell you that if you compare it to last year’s growth rate that — sequential growth rates that it will
grow at a lower rate than what you saw last year.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thank you.

 

Operator

With Citigroup the next question comes from Kimberly Greenberger.

 

Kimberly Greenberger - Citigroup — Analyst

Oh, great. Thank you. I was wondering if you could in your stores and distribution line where you’re showing 50 basis points of increase, if you could just talk
about what’s going on in the distribution portion of that and what you’re seeing from a productivity perspective? And then if you gave — I didn’t get the
Abercrombie & Fitch trailing 12 month sales per square foot and the RUEHL trailing 12 months sales per square foot, if you’ve got those that would be great.
Thanks.
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Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

I’ll start with — with regards to the stores and distribution expense, specifically on the distribution center, we’ve indicated that we’ve been seeing negative
productivity with regards to our distribution center. As we’re looking very much forward to the opening of our second DC which will allow us to get back to the
gains that we saw or the productivity levels that we saw and we’ll continue to improve that. As well as be able to position us for even future growth of the
business. And then we’ve also indicated what were the other factors in terms of the store refresh and resizing initiatives that will indicate everything else. In
terms of sales per square foot, in terms of—. RUEHL is 330 and A&F is 439.

 

Operator

Now we have a question from Jeff Black with Lehman Brothers.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Jeff.

 

Jeff Black - Lehman Brothers — Analyst

Yes, good afternoon. I guess I had a question on pricing, and after the 1Q call it seemed like there was a lot of fear around some comments that Hollister was
getting more aggressive on pricing. You’re eliminating the Ezra Fitch line. So I guess Mike Jeffries if you could tell us are there any notable changes in pricing
strategy you want to talk about and is there a change in pricing to go after some traffic here? Thanks.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

The answer is no and if you took away the comments from first quarter to believe that we were aggressively pricing, that’s not true. We adjusted the Hollister
prices in a few categories. To be just a little more competitive, it wasn’t really even to drive traffic, it was to position the brand against a major competitor, and
the adjustments were slight, and just minuscule, had no effect on volume gross margin at all. We constantly look at pricing just as a positioning device. We
eliminated the Ezra Fitch line because the name Ezra Fitch was not very compelling to our customers. We’ve replaced that business with Abercrombie & Fitch at
relative, at the same price points, so there is not a pricing concept in this business to drive volume at all. Thanks.

 

Operator

Next is Meredith Kent with UBS.

 

Meredith Kent - UBS — Analyst

Hi, good afternoon. My question is about the IT initiatives. Can you just give a little more detail on some of the key processes and how you think that will
contribute to profitability in the next 6 to 12 months?

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Well, I think I’ve given quite a bit of flavor with regards to our IT initiatives. I don’t know that I really want to get into more detail. Suffice it to say that we are
taking a look at all of our processes and trying to make them a little less manual and more scalable in terms of the growth in the future. As most people know,
retailers in general don’t do a lot of investment in IT and we’re different. We’re going to grow this business and we’re going to grow it at a scalable rate and
that’s why you’ll see significant IT investments both in this last quarter and here in the near future.
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Operator

We now have Paul Lejuez with Credit Suisse.

 

Paul Lejuez - Credit Suisse — Analyst

Kind of a big picture question. In the past, Mike, you’ve kind of seen some trends out there thinking about the end of ‘04 into ‘05 and you really went for it.
There were times in the past where business wasn’t as robust and started managing inventory down and managing payroll down in the stores and I’m wondering
where we are now as you see it, if you look at the macro, if you look at your competitors, where do you see the business going? Are you more in the trying to
knock the ball out of the park mode or are we at a point where you’re starting to manage inventory down and starting to pull some expenses out of the business?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Well, I think the answer to that question, I can turn it over to Kramer is that we’re looking for efficiencies in every part of the business. We’re looking for
efficiencies in terms of inventory management, in terms of expense management. I think that we are a highly developed business in terms of dollars per foot, and
I think that our business is very sophisticated in terms of how we do manage it. I do not believe that this is a business that’s going to see huge high increases in
likes or decreases. I think it’s stable and growing in a very stable way. That’s how we’re viewing the business in our developed brands. We clearly have room to
develop likes on a large basis with RUEHL because it’s a developing business, so I would say we’re looking at it as a very, pretty sophisticated, stable, growing
business, but I would not expect to see huge likes on a positive basis and I certainly wouldn’t look to see any on a negative basis.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Yes, let me add to that. I mean, I don’t necessarily think of our strategy as whether we’re looking to knock it out of the ballpark or be conservative. I mean, I
think our business model as we’ve indicated on several — the reason why we did so well and are doing so well is because we’ve hit trend right on the top side
and because of our strengths in terms of getting the product to market and our flexibility we’re able to capitalize on that.

Secondly, what we’re trying to do is manage the expense side of our business very similar to how we manage the merchandising side of our business. We’re
monitoring our business every day, and one commitment that you have from us is we will not cut into the bone of the business. This is not about where I’m
looking to cut expenses at the sake of cutting expenses. I’m looking at being able to provide the same amount of services to the rest of the organization and
enable growth with less dollars, and the only way that I can do that is through some investment spending. So I think that we’re very well positioned with regards
to our strategy and you’ll see continued momentum.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

And I have to comment on the trend part of the question. We look to maximize every trend that comes out there, and we’ve looked to knock ourselves the trend
out of the ballpark for everything that comes down the line. Having said that, that’s part of the operation of the business and that’s in our statistics, so it’s a little
more difficult to go from $500 a foot to 1,000 than it was from 200 to 500. Having said that, we work ourselves silly every day to make that happen. Next is
Lauren Levitan with Cowen & Co. Hi, Lauren. How are you?

 

Lauren Levitan - Cowen & Co. — Analyst

Wow, thanks, good afternoon, everyone.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi.
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Lauren Levitan - Cowen & Co. — Analyst

I was hoping you could update us on your thoughts on the balance sheet given the very strong performances contributing to such solid cash flow generation. If
you could update us on those targets you’ve given in the past and how much cash you’d want to maintain for future investment and what that might mean for
both dividend growth and repurchase. And then separately, Mike, some of those numbers you gave for RUEHL are very impressive, you said you feel really
good about the progress you’ve made in terms of pricing and product. Can you compare this to where you were at a similar stage in house and give us some
sense of where you might feel comfortable accelerating the square footage growth of the concept? Are there still major things that you want to learn and explore
with that customer before you would go through the kind of growth that we saw in Hollister back in ‘01, 02, ‘03? Thanks very much.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Let me take the first part of that question. We ended the quarter with roughly about $330 million in cash and our position with regards to this is the same as it’s
always been. We continue to look at opportunities to opportunistically buy back stock, but we’re committed to maintaining our 300 million cash cushion balance.
So having said that, keep in mind the CapEx this year is a much higher CapEx than you’ve seen in the past and probably what you’ll see in the future due to the
distribution center and some other costs, so we are — remember our number one focus is to build the best brands in the business, and we are looking at long term
initiatives here and we believe strongly that these investments that we’re making while maintaining the $300 million cash cushion are vital to the business versus
some of the things that you’re talking about in terms of dividend or stock buyback. Again, we’re going to be very opportunistic about it.

 

Mike Nuzzo - Abercrombie & Fitch Co. — VP-Fin.

I think we said historically it’s between 3 and 350.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Yes.

 

Mike Nuzzo - Abercrombie & Fitch Co. — VP-Fin.

On the balance sheet.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Right. And that’s because that’s my phobia. Sorry, guys, that’s Mike speaking. The second part of the question, RUEHL, I feel great about RUEHL, and I think
those of you who have been in the stores share my enthusiasm. The stores feel great and are just growing at a terrific pace. I’m ready at this point to be
aggressively going after the RUEHL business. We are signing leases very aggressively for this brand. We think that — I projected and I think I said this to
everyone when we gave birth to RUEHL that it would grow at a slower rate or start at a slower rate than Hollister and I think the primary reason for that is that
it’s an older customer. This customer isn’t in the mall every Saturday, and the exposure takes a little bit longer than that brand. Also, I think we got off to a
slower start in terms of the initial assortments. I feel great about the assortments, the positioning now and we’re ready to go. I can’t comment about the number
of stores versus Hollister on a yearly basis. I will say that RUEHL will not achieve the same kind of store count as Hollister because of it’s price points. I think
the RUEHL store count would end up being approximately where kids ends up. Thanks, Lauren.

 

Operator

We now have Janet Kloppenberg with JJK Research.

 

Janet Kloppenberg - JJK Research — Analyst

Hi, everybody, congratulations.
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Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thanks, Janet.

 

Janet Kloppenberg - JJK Research — Analyst

A couple questions. Mike, last fall, there was a lot of strong trend in the business. I’m wondering if you can compare the strength of trend in the business? And
also if your determination to curtail clearance events or eliminate clearance events will continue to influence the gross margin favorably, and lastly, on the square
footage, it sounds like you’re becoming more aggressive particularly with the success of RUEHL and maybe Concept Five being launched at some point in the
future and I’m wondering if we should look for the annual square footage growth rate to start to increase again. Thank you.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Okay, let me comment on each of them. One trend, I think we have a very strong trend in the business right now. I think there’s always strong trend. You just got
to find it and jump on it, but as everybody knows, we’re battling a lack of trend in denim, so we’re seeing major decreases in the denim classification, and we’ve
been successful in making up that decrease primarily in the top classifications so you can see that in our AUR, you can see that in the transaction count. We’re
driving the business with fashion tops. I think there’s always fashion top trend and I think we’re getting better at capturing that.

I really view this season and this last quarter as a victory in terms of looking at a huge hunk of business that decreased and everybody listening to this call was
totally concerned about that and being able to overcome this with fashion classifications at what I might say are higher margins than the denim. Two, the
question about gross margin improvement in terms of no clearance events? There’s only one more that we’re not going to anniversary and that’s the week after
Christmas that we’ll take a lower profile. It won’t influence the gross margins dramatically because of the size of the fall season, and I’ll let Kramer talk about
the square footage growth.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

With regards to square footage, we are not going to become more aggressive. I would say that real estate is going to — quality real estate is going to drive these
numbers. We are aggressive as we are always aggressive in terms of getting quality real estate, but I would still look to the 11 to 12% in the future. Again, we
want to make sure that our growth is very, we’re going to be very cautious in our growth because we want to make sure that we have quality growth.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thanks, Janet.

 

Operator

Next is Christine Chen with Pacific Growth Equities.

 

Christine Chen - Pacific Growth Equities — Analyst

Congratulations on a great quarter, everyone.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thank you.
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Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Thanks, Christine.

 

Christine Chen - Pacific Growth Equities — Analyst

Wanted to ask about the tax rate. I think you had guided first half to come in at around 39% and it came in below that and wondering what we should expect to
use for the second half and why the tax rate came in below 39%.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Well, the answer with regards to be consistent with the First Quarter, first of all in terms of guidance for the back half of the year I would look at the 39%. In
terms of the Second Quarter, again, we’ve been really aggressive in terms of trying to resolve some of the state tax audits and we’ve been able to finalize those
and reverse some reserves related to those. I wouldn’t anticipate or expect those in the future. Our tax group, we’ve got a great tax group and they are constantly
focused on that, so we’re very aggressive with that. So we’ll see in the future but right now I would definitely take a look at 39% for a future tax rate.

 

Operator

Next is Lorraine Maikis with Merrill Lynch.

 

Lorraine Maikis - Merrill Lynch — Analyst

Thank you. Good afternoon. You were mentioning before that you don’t think that RUEHL’s target age-group spends a lot of time at the mall. Has this caused
you to reconsider street locations? And also , with regards to RUEHL, I know you’ve been tweaking prices a little bit. Do you feel like you have the product
price correctly at this stage?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

The answer is I think we’re dead on in terms of prices at RUEHL. The first part of the question, they don’t visit the malls as often as their younger counterparts,
but that’s where they shop. We’re a mall based business. Street locations are not meaningful to our business at all, and I don’t anticipate that they will be.

 

Operator

Next is Marni Shapiro with Retail Tracker.

 

Marni Shapiro - Retail Tracker — Analyst

Hi, guys.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hey, Marni.

 

Marni Shapiro - Retail Tracker — Analyst

You guys have dabbled in all your businesses, in intimates and accessories, belts, we’ve seen some good success here and there. Can you talk about the outlook
across the businesses for those ancillary categories going back into the year?
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Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Yes. I guess you’re getting tired of me saying that we have potential in accessory business but we do. We have potential in both the masculine and the feminine
accessory business and I think we’re laying down the foundations to go after those businesses more aggressively. The reason for the potential of the business is
the strength of our brands and strong brands carry good accessory businesses. Our personal care business which is a function of the strength of the brands is up
roughly 40% on a likes basis has been running for a couple years. Our accessory business has been more erratic in terms of it’s growth. I think what we’ve
learned about the accessories business is that you don’t dabble, you own it by classification. You have got to hit the right classifications and have dominant
presentations. I think you’re starting to see that in our assortments. If you look at totes, currently we’ve gone after them aggressively and used the brands and
spaced them properly and believed in them and gotten the business. That’s the model that we built and I believe that the accessory business will grow at a greater
rate than our total business. Good question.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Yes, let me add to that. Just to reconfirm when Mike says laying the foundation, we are investing in our accessory business and secondly, as the CFO, I’m very
excited about this business as it’s incremental business.

 

Operator

Now with Banc of America Securities, Dana Cohen.

 

Dana Cohen - Banc of America Securities — Analyst

Hi, good afternoon, guys.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Dana

 

Dana Cohen - Banc of America Securities — Analyst

Going back to RUEHL for a second, obviously mens is doing a lot better than the woman’s, just what’s going on there? Do you feel you’re farther down the road
on men’s versus women’s and then second, for Mike Kramer, last quarter, you gave us some helpful guidance that you thought you could lever on SG&A or
expense line one, at a 0 to 3 comp. Is that sort of what we should think for the back half?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Let me answer the question about men’s versus women’s and RUEHL. Yes, men’s has comped at a better rate than women’s in RUEHL but woman’s is
climbing. So I think that we’re on track in both — with both men’s and women’s and we’ll see a closer parity in terms of likes in those businesses as we go
forward. Something that we’ve not done well with and I think we’ve said this in the women’s classification has been the hand bag category. We’ve struggled to
find our handwriting there, I’m really pleased with the assortment that is in the stores right now. They are more casual than they have been and better related to
our casual assortments and we’re starting to sell those handbags, but again, the hand bag business is a business that is something that we’re just giving birth to.
We are sports wear specialists and we’re just having to learn that business so that business has the longest growth curve of any in the Company. But we’ll get
there. Mike?

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Yes, let me, I’m glad you asked this question because it gives me an opportunity to confirm something that hopefully is obvious to you. Yes, in terms of forward-
looking, we will look to leverage the stores and distribution expense on a 0 to 3 comp, that’s consistent, but the one thing I
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wanted to point out was we’re ending a quarter here with flat comps and yet on a percentage basis, our payroll was lower, so not only in terms of the leverage but
obviously we found efficiencies in there. I would not count on efficiencies in the future but I would count on leverage.

 

Operator

We now have John Morris with Wachovia Securities.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, John?

 

Operator

Mr. Morris, your line is open.

 

John Morris - Wachovia Securities — Analyst

Oops, there you go. Hi, guys.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, John.

 

John Morris - Wachovia Securities — Analyst

Good afternoon. Question, I think for Mike Jeffries. There’s a little bit of criticism that we heard out there about the wearing out aspect of adult, Abercrombie
adult heading into the fall or the lack thereof. Do you have any comment on that? Were there any classifications you’ve seen here in the early going that may be
more prone or conversely have proven that wrong, actually?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Well, yes. I can hardly comment. I think we were properly positioned for back-to-school. We’re selling all of the categories well. So I can’t comment on that.
Maybe people saw that we opened with fur which I thought was a terrific thing to register early, and we sold it, so you’d have to be more specific about the
criticism. I thought our assortments were balanced and where they should have been.

 

John Morris - Wachovia Securities — Analyst

Well, maybe another way to ask it, Mike, to the extent you want to give a little bit more color on some of the early fall-like classifications, hoodies for example,
where we had mixed reads out there. How do you feel about the classifications?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Fleece is and was one of our biggest and best performing categories in the Company in tops and bottoms, so I’d love to put that to rest. I think women’s fleece
had the highest comp in any of the categories in the business, and clearly our business is being driven by tops, so you can kind of figure out that kind of number.
So I have no other comment than that. Thanks, John.

 

Operator

Now it’s Robin Murchison, SunTrust Robinson Humphrey.
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Robin Murchison - SunTrust Robinson Humphrey — Analyst

Hi, good afternoon.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Robin.

 

Robin Murchison - SunTrust Robinson Humphrey — Analyst

Dana asked my question but I’ll elaborate and piggyback off of that. Handbags not doing well. You said they’re beginning to fill. Having not been in the store
recently at RUEHL, have you changed the price point structure and what’s going on with that store, the stain line store in Manhattan? Thank you.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Interestingly enough, that little store in Manhattan is doing and has done just great since the day we opened. But that doesn’t represent America. It’s there to be a
laboratory for us. It’s not there to produce anything but inspiration and be a laboratory for what’s selling. The handbags are very different from where we have
been. They are more casual. Price points are pretty similar to where we have been. What’s different is that we changed the look of the bags, so it’s a growth
category for us. It’s insignificant in terms of our total at this point as a corporation but we’re investing a major amount in the category because we see a huge
future there.

 

Operator

We now have Dana Telsey with Telsey Advisory Group.

 

Dana Telsey - Telsey Advisory Group — Analyst

Good afternoon everyone and congratulations.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Dana.

 

Dana Telsey - Telsey Advisory Group — Analyst

So I’ve been to the new flagship in Los Angeles and noticed some differences between New York and Los Angeles. What are you learning from the changes in
the flagships being made and how are they being appointed to the remodel stores. How are the remodels doing with the Vitrines on the front and just lastly,
Mike, you talk about newness in tops is the pace of newness like you wish in tops? Thank you.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Okay. Flagship, you were in Los Angeles. It’s very similar to New York. I think the most interesting thing about the flagship business is that we are selling the
same classifications in the same strength almost to a tenth of a percentage Los Angeles to New York which is very interesting to me. The Vitrines that we’re
putting in the chain, people are really commenting. They love them and they really are kind of attention grabbers. I thought that they would be very decorative,
but I think people are kind of fascinated by them, so as you see, they have gone into our Tier 1 stores. We will put them into stores where we can afford them.
They are very expensive. The shutters that have been put on the stores have also caused a lot of really positive comment. So we think that the strategy of making
the chain look like Fifth Avenue is on it’s way.
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Newness in terms of tops, yes, that’s a daily thing and — it’s a weekly thing for us, and I think that the thing that people in the industry have to understand is that
we’re committed to the flow of newness. So you must really look at us on a weekly basis in terms of how we look. We do not deliver a whole assortment at the
beginning of a season and live with that until we mark it down and deliver a new one. Our customer demands newness and the reason that our top business is as
good as it is is that we flow newness on a weekly basis. Do we have enough? I have never said that we’ve had enough and we continue to push on an hourly
basis, Dana, I think you know that.

 

Operator

Next is Josh Schwartz with Flatbush Watermill.

 

Josh Schwartz - Flatbush Watermill — Analyst

Hi, guys, good afternoon.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Josh.

 

Josh Schwartz - Flatbush Watermill — Analyst

Mike, I just had a question for you on RUEHL. You have changed a lot of the product and you talked about it extensively, but there has been as far as I know, no
real change to the way the store looks. I’m curious if you could just explain where your thinking is now in terms of the image or the lifestyle that the brand
ultimately is going to represent. I think with Hollister for me, and with Abercrombie & Fitch, you discussed it at length about an Ivy league privileged northern
image. Hollister, the beach and California, it seems to jump out but with New York, there’s 10,000 lifestyles.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Yes. Well, I think what we want to capture in terms of New York lifestyle for RUEHL and I think we’re doing that is the great American kid who moves to New
York to be successful. The kid from the Midwest who dreams of success, goes to New York to become successful. It is not an urban business. I don’t want it to
feel like an urban business and I don’t think it feels like an urban business. I think it feels like a cool urban environment for great American kids, and that’s the
niche and I think it’s really playing there well. I’m really happy with it. I think that the topography has caught up with that, the models in the store have caught
up with that, the energy level in the stores have caught up with that. I think as you walk into RUEHL, you really capture that and I think that is a niche that
nobody else is occupying. So I couldn’t be more pleased with where that is and I’ve been in all of the RUEHL stores over the last summer and I just couldn’t feel
better about how they feel and look. But thanks, Josh.

 

Operator

We now have Jeff Feinberg with JLS Asset Management.

 

Jeff Feinberg - JLS Asset Management — Analyst

Congratulations.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hey, thanks, Jeff.
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Jeff Feinberg - JLS Asset Management — Analyst

Very impressive throughout the cycles tremendous performance.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thank you.

 

Jeff Feinberg - JLS Asset Management — Analyst

The question I wanted to ask is I’m listening to some of the things you’re doing in distribution, store refresh, investment n RUEHL which will turn to profits
looking out into the future and getting inventory as we would like them. It seems like you’ve sort of been in a what I will call an operating margin consolidation
period and not that there’s tremendous opportunity increase but it does seem like that directionally we’ve gone through those investments and we’ll be able to
leverage those and get the pay backs that you alluded to on a lot of your comments. Am I thinking about that correctly?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Kramer?

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

Well, yes. I think that there are some investments that we’re starting to get pay back on and I think that there are some investments that are still in the investment
stage and the pay backs you won’t be seeing those until the near future, but I can assure you that we’re monitoring to ensure that we are getting pay back on our
investments. I mean, this is not a stage for us. This is ongoing. It’s built into our culture to constantly drive the business.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

And improve the business.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

And improve the business, so this is something that we’re penetrating from the CEO down in terms of having everybody think in that fashion. The bar just
continually raises. The bar continually raises.

 

Jeff Feinberg - JLS Asset Management — Analyst

Wonderful. Thank you for terrific performance.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thank you.

 

Operator

Next is Rob Wilson with Tiburon Research.
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Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Rob.

 

Rob Wilson - Tiburon Research — Analyst

Thank you. Could you help us understand the 3 million other income for the quarter and also can you give us directionally a sense for transactions versus
transaction size in the quarter?

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

With regards to the other operating income, roughly 2 million of that was insurance proceeds related to hurricane and what was the second question?

 

Mike Nuzzo - Abercrombie & Fitch Co. — VP-Fin.

Transactions at Abercrombie & Fitch for Q2 were up one, kids they were up ten, at Hollister they were up one, and at RUEHL they were up 35. For average
transaction value at adult they were up two, at kids they were up three, at Hollister they were up five, and at RUEHL they were down 11.

 

Mike Kramer - Abercrombie & Fitch Co. — SVP, CFO

And I would not necessarily look at it from an average transaction value. Our AUR’s are relatively flat across all brands with the exception of RUEHL which is
consistent to what Mike had indicated in terms of the pricing there. Again, you see in Q2 the growth coming from transactions which is what we’ve been saying
and will continue. You will not be seeing growth come from AUR.

 

Rob Wilson - Tiburon Research — Analyst

Thank you. Appreciate it.

 

Operator

Next question is a follow-up from Kimberly Greenberger with Citigroup.

 

Kimberly Greenberger - Citigroup — Analyst

That was my question. Thank you.

 

Tom Lennox - Abercrombie & Fitch Co. — IR, Corp. Comm.

Next question? Is that it?

 

Operator

Just queued up is Barbara Wyckoff with Buckingham Research.
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Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Hi, Barbara.

 

Barbara Wyckoff - Buckingham Research — Analyst

Good job, guys. It was terrific. A couple questions. Mens in A&F and Hollister were slightly negative. Is this denim or tops related and if so, should we expect
the trend to pick up in the fall and then I have just a quick question about IMU.

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Clearly, denim was severely negative in all the brands in both sexes. We are having better tops likes in women’s than in mens. Can I tell you what’s going to
happen as fall progresses? I can’t, except to say that I don’t believe that the denim trend is going to get better. We just are working as hard as we can to make the
top trend as good as we can make it. But that’s really the bottom line. It seems to be easier to sell more tops to make up for the bottoms in the female businesses
than the masculine businesses. But thanks for the question, Barbara.

 

Operator

Brian Tunick with JP Morgan is next.

 

Brian Tunick - JP Morgan — Analyst

Hi, thanks, guys. You covered a lot. Just two quick housekeeping. First off, when exactly does the Fifth Avenue flagship come into the comp base, and then on
option expense guidance, it seems low for the second half. Is there any change to your full year option guidance?

 

Mike Nuzzo - Abercrombie & Fitch Co. — VP-Fin.

No. The option guidance for $0.10 for the year was in our filings. It’s in the Q1 filing. It’s approximately $0.04 and $0.04 for the first half and $0.01 and $0.01
for three and four. As far as Fifth Avenue is concerned, we opened that store last year, November 7, so you should expect it to enter the comp base on the 8th.

 

Brian Tunick - JP Morgan — Analyst

Okay, thanks and good luck.

 

Mike Nuzzo - Abercrombie & Fitch Co. — VP-Fin.

Excellent.

 

Tom Lennox - Abercrombie & Fitch Co. — IR, Corp. Comm.

Is that it? From the Q&A?

 

Mike Jeffries - Abercrombie & Fitch Co. — Chairman, CEO

Thank you all for calling in. Thank you.

 

Operator

This will conclude today’s conference. Thank you all for joining us today.
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