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| was able to garner very little from the Urban Outfitters (URBN) call with the exception of a mouthful of positive sales
data points. Basically, that is the real story.

The company's management has gone from a one-concept store (Urban Outfitters, where, by the way, as an undergrad
at the University of Pennsylvania in the late 1970s/early 1980s, | frequented its first store) to a multibranded chain
where the sales growth is such that soon the Anthropologie brand will soon become its largest revenue machine.

While | would not be jumping into retail stocks here and now, | have to say that Urban Oultfitters has done an excellent
job of managing in a difficult environment and has set itself up well for an economic rebound whenever that should
occur.

The company reported EPS of 42 cents for fourth quarter 2008 and 94 cents for the fiscal year. Net sales across all
brands were $465.4 million for the quarter and $1.507 billion for the full year. Total company sales rose 23% for the
year. Companywide same-store sales for the quarter were up 11% and by concept were as follows:

e Anthropologie, up18%;
e Free People, up 19%; and
e Urban Outfitters, up 6%.
Direct-to-customer sales rose 39%, while Free People Wholesale rose 34%.

Some other interesting metrics/statistics/information/trivia:

o Fifteen new stores were opened during the quarter.

Total company sales have risen at an annual compounded rate of 29% over the last 5 years.

The fourth-quarter markdown strategy was effective and properly positions the company for first quarter 2009.

There was a high penetration of regularly priced merchandise sales.

The gross margin improved 287 basis points, to 39.6%.

Store occupancy leverage added 43 basis points to margins.

Legal fees for intellectual property had a 19-basis-point negative impact.

The customer rewards program now has 200,000 members.
URBN Preview: A Retail Enigma

Urban Outfitters

(URBN) is expected to report fourth-quarter and full-year 2008 results before the market opens and conduct its quarterly
conference later on Thursday morning. The company is expected to earn 29 cents per share on net sales of $463.5
million. This compares to a year-ago EPS of 21 cents on sales of $360.8 million. For the full year, EPS is expected to
grow by 33%, to 92 cents.

I always find Urban Ouitfitters to be a retail enigma. The company is having a very good year and analysts expect the
business to grow EPS by 26% in the coming year. Yet, retalil is in the midst of a consumer slowdown. On the other



hand, Urban Ouitfitters totally dropped the ball in 2006 when retail, especially the teen/tween/college-aged consumer
was spending like there was no tomorrow. Clearly, management has done a good job at turning around the company in
the last year. The question remains, Can they continue to perform in the next year?

Urban Outfitters has been silent with the public for a while. We last heard from them at some investor conferences in
mid January and before that when the company reported in early November 2007. Thus, tomorrow could be an
opportunity to garner a whole bunch of vital information from management.
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