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Cathy Smith

Executive Vice President and
Chief Financial Officer
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Focusing on the right priorities




Skating to where

the puck is going...




Strong Operations
Well-Located Stores
Fiercely Loyal Guests
Strong Balance Sheet

Robust Cash Flow

Best Team in Retail




Additional Capital

Investm
ents Operating Margin




Investment Focus

» Store remodels

* New technology

* New supply chain model

» Owned and exclusive brands
* Pricing and promotions

» Training, hours and wages
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America’s
easiest place
to shop

@delivery ®sameday

from store delivery
Shopped by @ SHIPT

©
o)

free 2-day ship

)

drive up order pickup




Investment
Year

2017

Multi-Year Plan

Transition
Year

Positioned for
Profitable Growth

2018

2019+




Comp Sales Comp Traffic
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Age is just a number
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Adjusted EPS

$5.39

2014 2015 2016 2017

Comparable GAAP EPS and reconciliations of GAAP to Adjusted EPS can be found in the “Summary Financials” section of our investor relations website.

2018




2018 Business Performance

» Gross margin rate down ~40 basis points
* Merchandise mix




Full-Year Comp Sales Growth

~15%

~5%

n

Home, Apparel Baby
& Beauty & Toys




2018 Business Performance

» Gross margin rate down ~40 basis points
* Merchandise mix

* Pricing/promotions and digital fulfillment
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2018 Business Performance

» Gross margin rate down ~40 basis points

» SG&A expense rate up ~10 basis points
* [nvestments in hours and training

» Wage growth
* Expense discipline
» Sales leverage




2018 Business Performance

» Gross margin rate down ~40 basis points
» SG&A expense rate up ~10 basis points
» D&A rate down ~10 basis points




2018 Business Performance

» Gross margin rate down ~40 basis points
» SG&A expense rate up ~10 basis points

» D&A rate down ~10 basis points

e Interest expense down ~$200 million




2018 Business Performance

» Gross margin rate down ~40 basis points
» SG&A expense rate up ~10 basis points

» D&A rate down ~10 basis points

e Interest expense down ~$200 million

» Lower federal tax rate




2018 Business Performance

» Gross margin rate down ~40 basis points
» SG&A expense rate up ~10 basis points

» D&A rate down ~10 basis points

e Interest expense down ~$200 million

» Lower federal tax rate

* Lower share count




Invest in the Business
Support the Dividend

Return Excess Cash




Capital Deployment

of cash generated
iIn 2017 and 2018

$6B CAPEX

$92 7B Dividends
$3.2B Share repurchase

>$500M Acquisitions

~$4 B Long-term net debt reduction

SO00M Inventory investment in 2018
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After-Tax ROIC

14.8%

2016

15.4%

2017

14.7%

2018




After-Tax ROIC

2016

tax benefits

2017 2018

without discrete  ---- as reported




$1.2B in profitable sales
539 week in 2017




Business
Model

Continued
relevance

Sustainable
long-term
growth

Financial
Model

Outstanding
ROIC




Topline Growth Potential

* At least as fast as the addressable market
(Nominal GDP)

» Low-single digits or better in a typical year
 Faster growth from unique opportunities




Forbes

FOX\BUSINESS

PERSONALFMANCE  SMALLBUSMESS  TECHNOLOGY  FETURES TV

Retail Apocalypse: These big
retailers closing stores, filing
for bankruptcy

9 Fashion Retailers On Life
Support

(- Pamela N. Danziger

FORTUNE

At Lord & Taylor's NYC Store-
Closing Sale, A Sobering
Lesson For Retailers

See the 94 Winn-Dixie and Bi-Lo Stores That Are
Closing

0000

INSIDER PRiME  IMTELLIGENCE

Retail defaults are at an all-time high — here are all the
bankruptcies and liquidations that happened in 2018

 EVERYTHING

d0ie

Image Credit: Dreamstime.com




Invest in stores
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9.5

operating income margin rate in 2018




Operating Income Margin Rate

Tailwinds Headwinds

» Strong sales mix * Digital growth
Cost-of-goods savings » \Wage increases
Lower unit fulfillment costs
Labor savings

Expense discipline

Leverage from strong topline




~300

3 ’_,;Mc i)

remodels a year [P &
in 2019/2020




D&A Leverage
~10 bps per year




Relative stability in
gross margin and SG&A




Operating Income Leverage
~10 bps per year




Long-Term Effective Tax Rate
23" to 247




Capital Deployment Expectations
 Maintain CAPEX at ~$3.5 billion in 2019 and 2020
» Low-single digit growth in dividend per share

* Return excess cash within the limits of our
middle-A credit ratings




Adjusted EPS

*5.15
®

*5.45
®




Adjusted EPS

®
*5.39
2018 Adjusted EPS




Variances from 2018 Expectations

» Higher sales (Toys and Baby market share)
* Lower gross margin rate

* Lower D&A expense




Strong Growth
Market Share Gains

EPS Goals




We have a lot more to do
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