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Second Quarter 2010 Highlights

ÅNet sales of $327 million, comparable to last year 

- Continued strong performance at Carterôs wholesale, +3% in Q2, +12% YTD

- Consolidated retail +2% driven by new doors and eCommerce 

ÅCarterôs comps down 4.3%, OshKosh comps down 4.9%

- Mass channel decline of $5.4 million reflecting lower Child of Minesales

ÅEPS of $0.32 versus $0.28 last year

- Comparable to last year adjusted EPS of $0.32

ÅGreater clarity on outlook for Walmart business

ÅCapital Structure

- New $100 million share repurchase authorization

- $100 million term loan prepayment
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$326.3 $327.0

$3.5
$3.2

($5.4) ($0.3) ($0.2)

Q2 2009 Carter's

Retail

Carter's 

Wholesale

Mass 

Channel

OshKosh

Wholesale

OshKosh

Retail

Q2 2010

Second Quarter 2010 Sales

$ in millions

Q2 Growth vs. 2009 3.1%

+0.2%

2.9% (12.3%) (2.8%) (0.4%)

Comp 

(4.3%)
Comp 

(4.9%)

JOY +20%

COM (47%)
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Second Quarter P&L

$ in millions, except EPS

Q2 % of Q2 % of Increase

2010 sales 2009 sales (Decrease)

Net sales $327.0 $326.3  

Gross profit 130.3 39.8% 124.7 38.2% 4%

SG&A 104.5 31.9% 99.8 30.6% 5%

Royalty income (7.6)  (2.3%) (7.5)  (2.3%) 2%

Workforce reduction and facility write-down and closure costs 3.0 0.9%  

Operating income 33.4 10.2% 29.4 9.0% 14%

Interest 2.7 0.8% 2.7 0.8% (2%)

Income before taxes 30.8 9.4% 26.7 8.2% 15%

Income taxes 11.7 3.6% 10.0 3.1% 16%

Net income $19.1 5.8% $16.6 5.1% 15%

Diluted share count 59.8 58.1

Earnings per diluted share (GAAP) $0.32 $0.28 14%

Adjusted net income (a) $19.1 5.8% $18.9 5.8% 1%

Adjusted earnings per diluted share (a) $0.32 $0.32

(a) Results are stated on an adjusted basis;  see reconciliation of reported (GAAP) results to results as adjusted on page 6.
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$99.8

$104.5$5.5

$2.4

($2.5) ($0.7)

Q2 2010         Retail        

Stores

Legal Incentives Other Q1 2010
Incentive and 

Performance 

Based 

Compensation

Second Quarter 2010 SG&A

30.6% of  

Net Sales

31.9% of 

Net Sales

+4.6%

Q2 2009 Q2 2010Retail / eCommerce Legal Other

$ in millions

Å25 additional stores vs. 2009

ÅFull quarter of eCommerce 

operations
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Reconciliation of Adjusted Second Quarter Earnings

$ in millions, except EPS
 

Operating Net Diluted Operating Net Diluted

Second Quarter Fiscal 2010 Income Income EPS Second Quarter Fiscal 2009 Income Income EPS

Income, as reported (GAAP) $33.4 $19.1 $0.32 Income, as reported (GAAP) $29.4 $16.6 $0.28

 Workforce reduction (a) 2.2 1.4 0.02

Facility write-down (b) 0.7 0.5 0.01

 Accelerated depreciation (c) 0.7 0.4 0.01

-             -       -       3.6          2.3      0.04    

Income, as adjusted (d) $33.4 $19.1 $0.32 Income, as adjusted (d) $33.0 $18.9 $0.32

 

(a)  Severance charges and other benefits associated with the reduction in the Company's corporate workforce.

(b)  Charges associated with the write-down of the carrying value of the White House, Tennessee distribution facility.

(c)  Accelerated depreciation charges (included in selling, general, and administrative expenses) related to the closure of the Company's Barnesville, Georgia distribution facility.

(d)  The Company has provided adjusted, non-GAAP financial measurements that present operating income, net income, and net income on a diluted share basis 

       excluding the adjustments discussed above.  These adjustments, which the Company does not believe to be indicative of on-going business trends, are excluded 

       from these calculations.  The Company believes these adjustments provide a meaningful comparison of the Company's results.  The adjusted, non-GAAP 

       financial measurements should not be considered as alternatives to net income or as any other measurement of performance derived in accordance with GAAP. 

       The adjusted,  non-GAAP financial measurements are presented for informational purposes only and are not necessarily indicative of the Company's future 

       condition or results of operations.
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 $  $  

2010 2009 Growth 2010 2009 Growth 2010

Carter's

Wholesale $111.2 $108.1 $3.2 $23.3 $20.3 $3.0 21.0% 18.8% 

Retail 113.6 110.1 3.5 18.7 16.6 2.1 16.4% 15.1% 

Mass 38.8 44.3 (5.4) 6.9 8.7 (1.9) 17.7% 19.7% 

Total Carter's $263.7 $262.5 $1.2 $48.9 $45.6 $3.3 18.5% 17.4% 

OshKosh

Wholesale $11.4 $11.7 ($0.3) ($2.4) ($1.9) ($0.4)  (20.8%)  (16.6%)

Retail 52.0 52.2 (0.2) (0.9) 0.8 (1.7)  (1.7%) 1.5% 

Mass 0.5 0.4 0.0 (b) (b)

Total OshKosh $63.3 $63.9 ($0.5) ($2.8) ($0.7) ($2.1)  (4.4%)  (1.1%)

Corporate expenses (12.7) (15.5) 2.9  (3.9%)  (4.8%)

Total, as reported $327.0 $326.3 $0.7 $33.4  $29.4 $4.1 10.2% 9.0% 

 3.6 (3.6) 1.1%    

Total, as adjusted $327.0 $326.3 $0.7 $33.4  $33.0 $0.4 10.2% 10.1% 

(a) These reconciling items are included in Corporate expenses above. See reconciliation of reported (GAAP) results to results as adjusted on page 6.

(b) Not applicable - OshKosh Mass channel operating income represents royalty income.

Workforce reduction and facility 

write-down and closure costs (a)

Operating Margin

2009

Net Sales Operating Income (Loss)

$ in millions

Second Quarter Business Segment Performance

+110 bps

+10 bps

(330 bps)
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$683.5

$736.1

($1.5)

$3.1$3.7$19.7
$27.6

YTD 2009 Carter's

Wholesale

Carter's 

Retail

  Mass  

Channel

OshKosh

Retail

OshKosh

Wholesale
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First Half 2010 Sales

$ in millions

YTD Growth vs. 2009 12.0%

+7.7%

9.3% 3.5% 3.0% (4.4%)

Comp 

1.7%

Comp 

(0.7%)

JOY +23%

COM (14%)



9

First Half P&L

$ in millions, except EPS

YTD % of YTD % of Increase

2010 sales 2009 sales (Decrease)

Net sales $736.1 $683.5 8%

Gross profit 297.1 40.4% 252.4 36.9% 18%

SG&A 209.8 28.5% 199.0 29.1% 5%

Royalty income (17.3)  (2.3%) (16.2)  (2.4%) 7%

11.4 1.7%  

Operating income 104.6 14.2% 58.3 8.5% 79%

Interest 5.1 0.7% 5.9 0.9% (13%)

Income before taxes 99.5 13.5% 52.4 7.7% 90%

Income taxes 37.6 5.1% 19.2 2.8% 96%

Net income $61.9 8.4% $33.2 4.9% 86%

Diluted share count 59.6 57.9

Earnings per diluted share (GAAP) $1.03 $0.57 81%

Adjusted net income (a) $61.9 8.4% $41.0 6.0% 51%

Adjusted earnings per diluted share (a) $1.03 $0.70 47%

 (a) Results are stated on an adjusted basis; see reconciliation of reported (GAAP) results to results as adjusted on page 10.

Workforce reduction and facility write-down and closure costs
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Reconciliation of Adjusted First Half Earnings

$ in millions, except EPS

Operating Net Diluted Operating Net Diluted

First Half Fiscal 2010 Income Income EPS First Half Fiscal 2009 Income Income EPS

Income, as reported (GAAP) $104.6 $61.9 $1.03 Income, as reported (GAAP) $58.3 $33.2 $0.57

Workforce reduction (a) 5.5          3.5 0.06

Distribution facility closure costs (b) 3.3          2.1 0.04

Asset impairment charges(c) 1.8          1.1 0.02

Accelerated depreciation (d) 1.0          0.6 0.01

Facility write-down (e) 0.7          0.5 0.00

-         -        -        12.3        7.8       0.13      

Income, as adjusted (f) $104.6 $61.9 $1.03 Income, as adjusted (f) $70.6 $41.0 $0.70

 

(a)  Severance charges and other benefits associated with the reduction in the Company's corporate workforce.

(b)  Costs associated with the closure of the Company's Barnesville, Georgia distribution facility, including $1.7 million in severance and other benefits, $1.1 million in

(b)  asset impairment charges, and $0.5 million in other closure costs.

(c)  Asset impairment charges associated with the closure of the Company's Oshkosh, Wisconsin facility.

(d)  Accelerated depreciation charges (included in selling, general, and administrative expenses) related to the closure of the Company's Barnesville, Georgia 

(d)  distribution facility.

(e)  Charges related to the write-down of the carrying value of the Company's White House, Tennessee distribution facility.

(f)  The Company has provided adjusted, non-GAAP financial measurements that present operating income, net income, and net income on a diluted share basis 

       excluding the adjustments discussed above.  These adjustments, which the Company does not believe to be indicative of on-going business trends, are excluded 

       from these calculations.  The Company believes these adjustments provide a meaningful comparison of the Company's results.  The adjusted, non-GAAP

       financial measurements should not be considered as alternatives to net income or as any other measurement of performance derived in accordance with GAAP. 

       The adjusted,  non-GAAP financial measurements are presented for informational purposes only and are not necessarily indicative of the Company's future 

       condition or results of operations.
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 $  $  

2010 2009 Growth 2010 2009 Growth 2010

Carter's

Wholesale $257.5 $229.9 $27.6 $63.6 $43.4 $20.2 24.7% 18.9% 

Retail 231.7 212.1 19.7 44.8 33.2 11.7 19.3% 15.6% 

Mass 106.8 103.1 3.7 19.7 16.8 2.8 18.4% 16.3% 

Total Carter's $596.0 $545.0 $51.0 $128.1 $93.4 $34.7 21.5% 17.1% 

OshKosh

Wholesale $33.0 $34.5 ($1.5) $1.2 ($0.5) $1.7 3.7%  (1.5%)

Retail 107.1 104.0 3.1 1.1 0.5 0.6 1.0% 0.4% 

Mass 1.2 1.1 0.1 (b) (b)

Total OshKosh $140.1 $138.5 $1.6 $3.5 $1.1 $2.4 2.5% 0.8% 

Corporate expenses (27.0) (36.2) 9.1  (3.7%)  (5.3%)

Total, as reported $736.1 $683.5 $52.6 $104.6  $58.3 $46.3 14.2% 8.5% 

 12.3 (12.3) 1.8%    

Total, as adjusted $736.1 $683.5 $52.6 $104.6  $70.6 $34.0 14.2% 10.3% 

(a) These reconciling items are included in Corporate expenses above. See reconciliation of reported (GAAP) results to results as adjusted on page 10.

(b) Not applicable - OshKosh Mass channel operating income represents royalty income.

Workforce reduction and facility 

write-down and closure costs (a)

Operating Margin

2009

Net Sales Operating Income (Loss)

$ in millions

First Half Business Segment Performance

+440 bps

+390 bps

+170 bps



12

Balance Sheet and Cash Flow

$ in millions

Balance 

Sheet

Cash

Flow

ÅBalance sheet remains healthy

- Strong liquidity position

- Excellent inventory quality

ÅDecisions reached regarding capital structure

- $100 million paydown of term loan debt in Q2

- In process of securing new revolving credit 

facility. Expect to:

ÅReplace existing facility which expires in June 2011

ÅUtilize new facility to refinance remaining             

term debt

- New $100 million share repurchase 

authorization

ÅIn addition to ~$9 million in capacity remaining 

under previous authorization

ÅNo expiration date

2010 2009

Cash $245.0 $173.8

Inventories 260.7 256.2

Term Loan 232.8 336.3

Leverage Ratio 0.84x 1.62x

Operating Cash Flow $15.3 $29.2

Capex (20.7) (18.0)

Free Cash Flow ($5.4) $11.2
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Carterôs Wholesale Results

Q2 

Growth

1st Half 

Growth

Net Sales 3% 12%

Units - 9%

Average Price 3% 3%

KEY METRICS HIGHLIGHTS

ÅExcellent Spring season performance

- Improved sell through and over-the-counter 

performance in top accounts

- Successful Spring product strategies

ÅLaunch of Little Layettecollection

ÅGrowth across Baby, Sleepwear and Playwear 

categories

ÅCustomersô inventories well positioned for 

second half

ÅProjecting continued momentum

- Second half 2010 and Spring 2011 net sales 

forecasted up in the high single-digits
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Brand Advertising in Support of Little Layette Launch
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Mass Channel Results

Q2 

Growth

1st Half 

Growth

Net Sales (12%) 4%

Units (13%) 5%

Average Price 1% (2%)

KEY METRICS HIGHLIGHTS

ÅSecond quarter Mass results better than expected 

due to timing of Child of Mineshipments

ÅContinued momentum at Target

- Net sales +20% in Q2, +23% YTD

- Just One Yourebranding increases flexibility             

and potential

ÅGreater clarity on outlook for Walmart business

- Baby category is a strategic focus for Walmart with 

Carterôs a key growth partner

- Expect to recapture lost brandwall space in 

approximately 1,800 doors

- Forecasting approximately $8-10 million in 

additional sales in FY 2010 versus previous forecast

- Projecting FY 2011 net sales of ~$125 million
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OshKosh Wholesale Results

Q2 

Growth

1st Half 

Growth

Net Sales (3%) (4%)

Units (11%) (10%)

Average Price 9% 6%

KEY METRICS HIGHLIGHTS

ÅSuccessful Spring season

- Improved over-the-counter and sell-through 

performance at top accounts

- Projecting improved retailer margins

ÅProjecting Spring 2011 revenue growth 

of ~10%
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TY LY TY LY

Sales 3.1% 18.9% 9.3% 18.4%

Comps (4.3%) 8.1% 1.7% 6.7%

UPTs 0.2% 3.3% 1.4% 1.6%

Average Price 0.1% (3.1%) 1.4% (0.3%)

Transactions (#)(4.7%) 8.0% (1.1%) 5.3%

Inventory/Door (1.1%) (4.6%)

Q2 Growth 1H Growth

Carterôs Retail Results

ÅComp store decline

- Traffic main contributor

- Decline across all regions

- Traditional drive to outlets most 

impacted

- Shift in the Easter holiday

ÅIncrease in average transaction 

and conversion

ÅStrong response to marketing 

collateral

ÅAverage Q2 inventory down 4.7% 

to LY; well positioned moving into 

Q3

KEY METRICS HIGHLIGHTS

Brand stores 117

Outlet stores 172

Total stores          289

+13 stores 

YTD
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OshKosh Retail Results

ÅTraffic main contributor to comp 

store decline

ÅStrong increase in conversion rate

ÅStrong response to marketing 

collateral

ÅAverage Q2 inventory down 12.3% 

to LY

ÅClean mix of inventory entering Q3

Brand stores 15

Outlet stores 160

Total stores          175

+5 stores 

YTD

TY LY TY LY

Sales (0.4%) 4.6% 3.0% 10.3%

Comps (4.9%) 2.6% (0.7%) 6.7%

UPTs 1.5% (1.8%) 4.0% (2.6%)

Average Price (1.2%) (2.5%) (1.8%) 3.2%

Transactions (#)(5.1%) 7.2% (2.7%) 6.2%

Inventory/Door (10.8%) (9.2%)

Q2 Growth 1H Growth

KEY METRICS HIGHLIGHTS
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eCommerce

HIGHLIGHTS

ÅSites launched March 24, 2010

ÅSite traffic and sales volume building

ÅContinuing to learn and develop consumer 

insights

- 50% of buyers new-to-file

- 70% of purchasers buying for multiple children

ÅCo-branded site compelling to consumers

- 25% of orders contain both Carterôs and OshKosh 

products

- These orders have an average order value 50% 

higher than single brand orders

ÅEmerging social media opportunity



20

2010 Outlook

Second 

Half

ÅSecond half net sales up in the high 

single-digits

- Fourth quarter forecasted to be stronger 

than the third quarter

ÅSecond half diluted earnings per 

share down in the high single-digits

- Third quarter down in the low teens

- Fourth quarter comparable to last year

Full Year

ÅNet sales up in the high single-digits

ÅAdjusted EPS up ~10%

ÅCapEx approximately $45 million 

We expect:


