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Q1 % of Q1 % of

2018 Sales 2017 Sales 

Net sales $756 $733 3%

Gross profit 332 44.0% 316 43.1% 5%

Royalty income 8 1.1% 11 1.4% (24%)

SG&A 280 37.1% 248 33.8% 13%

Operat ing income 60 8.0% 78 10.7% (23%)

Interest and other, net 7 1.0% 7 0.9% 10%

Income before taxes 53 7.0% 72 9.8% (26%)

Income taxes 10 25 (59%)

Net income $42 5.6% $47 6.4% (9%)

Diluted EPS $0.89 $0.95 (6%)

Weighted average shares outstanding 47 49 (3%)

EBITDA
1

$83 10.9% $98 13.4% (16%)

Increase / 

(Decrease)

First Quarter 2018 Results (GAAP Basis) 
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$ in millions, except EPS  

1 Non-GAAP measure; see reconciliation to net income on page 27. 

Note: Results may not be additive due to rounding.  
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First Quarter 2018 Highlights  

$ in millions, except EPS  

Net Sales  Adjusted EPS* 

 $733  

 $756 

2017 2018

Adjusted  
Operating Income * 

(Adjusted Operating Margin ) 

 $80  

 $73  

2017 2018

 $0.97  

 $1.09  

2017 2018

* Results are stated on an adjusted basis; see reconciliation to GAAP on pages 25 and 26.  

ÅNet sales +3% 
- Growth led by U.S. Retail and International segments  

- Good contributions from Skip Hop and Mexico (both acquired in 2017)  

ÅAdjusted operating profit $73 million (vs. $80 million LY), reflecting lower U.S. Wholesale revenue 
and higher investment spending  

ÅAdjusted EPS +12% to $1.09; reflects benefit from tax reform and lower share count  

+12% 

(9%) 

9.6%  

of    

Net Sales 

11.0%  

of    

Net Sales 

+3% 



Q1 2017 U.S. Retail U.S. Wholesale International Q1 2018

+3% 
$ in millions 

First Quarter 2018 Net Sales   
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Growth vs. 2017   +5.5% (4.0%) +19.3% +3.1% 

Constant 

Currency 

+15.7% 

Constant 

Currency 

+2.8% 

$20 ($12) $15 $756 

$733 

Retail1 

Comp  

+3.0% 

1 Aggregate store and eCommerce comparable sales  
2 Local currency  

Note: Results may not be additive due to rounding . 

Canada   
xRetail1,2 

Comp  
+3.6% 



Q1 % of Q1 % of

2018 Sales 2017 Sales 

Net sales $756 $733 3%

Gross profit 332 44.0% 316 43.1% 5%

Royalty income 8 1.1% 11 1.4% (24%)

Adjusted SG&A* 268 35.4% 246 33.6% 9%

Adjusted operat ing income* 73 9.6% 80 11.0% (9%)

Interest and other, net 7 1.0% 7 0.9% 10%

Income before taxes 65 8.6% 74 10.0% (11%)

Income taxes 13 26 (48%)

Adjusted net income* $52 6.9% $48 6.5% 9%

Adjusted diluted EPS* $1.09 $0.97 12%

Weighted average shares outstanding 47 49 (3%)

Adjusted EBITDA* $95 12.6% $100 13.7% (5%)

Increase / 

(Decrease)

First Quarter 2018 Adjusted Results*  

5 

$ in millions, except EPS  

* Results are stated on an adjusted basis, a non -GAAP presentation; see reconciliation to GAAP on pages 25 ð 27.  

  Note: Results may not be additive due to rounding.  



2018 2017

Operating Cash Flow $64 $84

Capital Expenditures (15) (18)

Free Cash Flow
1

$49 $66

2018 2017

Share Repurchases $25 $47

Dividends 21 18

Total $46 $65

2018 2017

Cash $180 $154

Accounts Receivable 221 207

Inventory 479 435

Accounts Payable 116 101

Long-Term Debt 618 582

Å Inventory +10% vs. LY, primarily driven by 

growth initiatives (Retail , Amazon, Skip Hop, 
and Mexico)  

Å Increase in short term borrowings to support 
working capital needs and return of  
capital initiatives  

ÅDecline in operating cash flow reflects 
change in working capital  

- Forecasting full year operating cash flow 
of approximately $350 to $ 375 million  

ÅReturned $46 million to shareholders through 
share repurchases and dividends in Q1 2018  

$ in millions 

Balance Sheet  

(at Q1 end)  

Balance Sheet and Cash Flow  

6 

Cash Flow  

(Q1)  

1 Non-GAAP measure. 

 Note: Results may not be additive due to rounding.  

Return of 

Capital  

(Q1)  



Business Segment  

Performance  
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2018 2017 2018 2017 2018 2017

U.S. Retail (a) $384 $364 $20 $29 $30 ($1) 7.6% 8.2%

U.S. Wholesale 281      293      (12) 63 70 (7) 22.4% 23.8%

International (b) 91 76 15 4 4 ð 4.1% 4.8%

Total before corporate expenses 756      733      23        96        103      (7)        12.7% 14.1%

Corporate expenses (23) (23) ς (3.1%) (3.1%)

Total $756 $733 $23 $73 $80 ($8) 9.6% 11.0%

Net Sales

Adjusted Operating 

Income*

Adjusted 

Operating 

Margin*

$ 

Growth

$ 

Growth

First Quarter 2018  

Adjusted Business Segment Performance*  
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$ in millions 

(a) Results include U.S. stores and eCommerce.  
(b) Results include international stores, eCommerce, and wholesale.  

* Results are stated on an adjusted basis, a non-GAAP presentation; see reconciliation to GAAP on page 26.  

  Note: Results may not be additive due to rounding.  



Q1 2017 Q1 2018

First Quarter Highlights ð U.S. Retail  
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Q1 2017 Q1 2018

Segment Operating Income 1 

Q1 Highlights  

Å Q1 Retail comp +3.0%  

- Driven by double -digit eCommerce growth   

- Winter weather negatively affected comparable  

traffic and sales  

Å Co -branded format remains best performing store model 

(comp +4%)  

Å Good progress with portfolio optimization initiative ð 

encouraging initial sales transfer from closed doors  

- Opened 9, closed 21 stores in Q1; Q1 store count 818*
 

- 2018 outlook: ~50 openings, ~35 closings  

Å Segment operating margin 7.6% vs. 8.2% LY  

- Margin reflects planned investments in marketing, 

eCommerce fulfillment and technology, partially offset 

by lower product costs  

Å Key initiatives for 2018  

- Store productivity (portfolio optimization,  

technology enhancements)  

- eCommerce shipping speed  

- Carterõs extended sizing (increase from NB-8 to NB-14) 

- Toys òRó Us / Bon-Ton sales recapture  

$ in millions 

8.2%  

of    

Net Sales 

7.6%  

of    

Net Sales 

Total 

Sales 

+5.5% 

Retail  
Comp  

+3.0% 

$30 $29 

Segment Net Sales  

1 Results are stated on an adjusted basis, a non -GAAP presentation; see reconciliation to GAAP on page 26.  

* See store count reconciliation on page 30. 

$364 
$384 



Co -branded Store ð Santa Maria, CA  
(Opened Q1 2018) 
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Co -branded Store ð Tustin, CA 
(Converted Q1 2018) 
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