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majority of retail sales for many years to come. However, in a world where consumers have more choices than ever, inferior brick-and-mortar
experiences will go away. That's why we're investing heavily both in our store assets and in the experience our team provides.

Regarding the store assets themselves, we're in the middle of a 3-year period in which we plan to remodel about 300 stores each year, a more rapid
pace than we've ever accomplished. As Brian mentioned, these remodels transform the entire store experience and optimize them for digital
fulfillment. And as we've covered in the past quarters, we continue to see first year traffic and sales lifts in line with our original expectations and
second year lifts that we didn't originally anticipate.

As successful as our remodel program has been, we continue to look for ways to refine our process. We continually analyze the results of completed
remodels and apply those learnings into our project plans, so next year's remodels won't look the same as the ones we completed last year.

We're also finding ways to mitigate the challenges that our guests face when construction is in process, which is leading to smaller average sales
disruption than we experienced last year. And while guests are enjoying the upgraded look and feel of their new store, they're also experiencing
a change in the way our team serves them. That's because over the last few years we've been rolling out a completely new operating model for
our store team. This new model is simpler and focused on our guests rather than accomplishing tasks. We've also created more specialized roles
in which team members bring their expertise to categories like food, beauty, electronics and apparel.

The second quarter was the first time we have the new model fully implemented across the country, and we continue to be happy with the results.
For example, we're seeing improved guest survey scores on questions about their interactions with our team, both on the sales floor and at checkout.

Beyond the guest experience, we're also seeing the benefit of the operating model in our financial performance. Like everyone else, we are currently
experiencing meaningful wage inflation in a very tight labor market. However, because of our ongoing investments in our team and this new
operating model, we're seeing strong efficiency improvements in our stores, which is helping them mitigate the impact of higher wages.

Before I turn the call over to Mark, I want to talk about our longer-term vision for the supply chain. Specifically, I want to address the questions we
continue to hear about the long-term prospects for our strategy of using our stores as fulfillment hubs. One form of the question is to ask if the
strategy is only feasible when Target's digital sales are still small. My first reaction is to wonder if it's appropriate to consider digital sales of well
over $5 billion to be small, but I'll stick to what's most important and talk about how we expect to deliver much higher volumes of store-fulfilled
digital sales over time. And based on the questions we've been getting from many of you, I want to cover 3 distinct questions about our capacity
to accommodate growth.

The first question pertains to the ability of our stores to fulfill higher levels of digital sales within their existing square footage. On that question,
our experience shows that our stores have a very long runway of capacity. Think of it this way, last year, stores-fulfilled sales accounted for an
average productivity of just over $300 per square foot. And when you do the math, every additional billion dollars of store-fulfilled sales would
raise that productivity by about $4 a foot. In other words, if we doubled last year's $5 billion in digital sales and fulfilled all of that extra volume in
our stores, we'd see our average store sales productivity rise by just over $20 a foot. So the question is can our stores accommodate that volume
in their existing space? The answer is clearly yes, and the easiest way to see that is by looking at the range of productivity of our stores across the
chain. Specifically, our top quartile stores, a group consisting of more than 450 locations, delivered average per foot productivity of more than
$430 last year. That's more than $100 higher than the average for the chain. So based on our success in operating that large set of stores, we believe
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Beyond the capacity of our stores and backrooms, the third capacity question we hear is whether, over time, we're going to need to invest in
additional upstream distribution capacity to accommodate our growth. And for this question, our answer is clearly yes. But that shouldn't surprise
anybody because we've been adding capacity throughout more than 50 years of growth in our stores. In other words, when you grow any type of
sales, either a conventional store sale or a digital sale, eventually, you will need to add network capacity to serve the additional volume. But that
doesn't mean we're sitting on a surprise addition to the CapEx plans we outlined at this year's Financial Community Meeting. The capital plan we
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continuing operations grew $139 million over last year, an increase of 17.4%. At the end of the quarter, our diluted share count was about 3.8%
lower than a year ago, reflecting our continued disciplined approach to capital deployment. Putting all this together, our business generated GAAP
earnings per share from continuing operations and adjusted EPS of $1.82, both more than 20% higher than a year ago, setting new record highs
for the company.

So now I want to turn to cash flow, capital deployment and return on invested capital. But first, I want to reiterate our priorities for capital deployment,
which have been consistent for decades. As we look to deploy our cash, we first fully invest in capital projects that meet our strategic and financial
criteria. Then we look to support our dividend and extend our record of annual dividend increases, which we've maintained every year since 1971.
And finally, we deploy any excess cash beyond those 2 uses for share repurchase within the limits of our middle A credit rating.

So how have these priorities played out in 2019? Through the first half of the year, our operations have generated about $2.8 billion in cash, up
from about $2.7 billion in the first half of 2018. We have deployed that cash to invest about $1.4 billion in capital expenditures, pay dividends of
$658 million and repurchased $618 million of our stock. For the full year, we continue to expect to invest about $3.5 billion in CapEx, driven by our
remodel program, other investments in store assets, new store openings and in our supply chain and technology capabilities.

Looking beyond 2019, we anticipate a similar amount of CapEx in 2020 as we expect to maintain our current remodel pace of about 300 stores for
1 additional year. Beyond 2020, we expect to moderate the pace of our remodels to a longer-term range of 150 to 200 a year. And as a result,
beginning in 2021, we expect to see a moderation in the pace of annual CapEx into the $2.5 billion to $3 billion range, closer to the level of D&A
on our cash flow statement.

So now I want to finish my review of our second quarter results by discussing our after-tax return on invested capital, which measures the quality
of both our operating results and our capital deployment decisions. For the trailing 12 months through the second quarter, excluding discrete
impacts of the 2017 tax reform legislation, our business generated an after-tax return on invested capital of 15% compared with 14.2% a year ago.
This is outstanding performance, and it's even more encouraging to see the year-over-year improvement, which clearly demonstrates the benefit
of our consistent, disciplined approach to capital deployment.

Turning to our guidance for the back half of the year, I'll start with our expectations for comparable sales growth. As Brian mentioned, we expect
our business to generate comp sales increases in both the third and the fourth quarters, in line with the 3.4% comp growth we just delivered in
the second quarter. This expectation recognizes recent trends now that we've fully annualized the closure of Toys "R" Us stores as well as our
bottom-up plans for sales-driving initiatives in the back half of the year.

On the operating income line, we are expecting our third quarter rate will be flat to up slightly, reflecting an expected improvement in our gross
margin rate, offset by pressure on the SG&A expense line. Our gross margin rate expectation reflects last year's supply chain and inventory-related
pressures that we don't expect to occur again this year. On the SG&A expense line, our expectation reflects the planned retiming of spending within
marketing and our store team from the second quarter into the third quarter. And as Brian mentioned, our outlook for the back half of the year
includes expected costs resulting from the most recent announcement regarding China tariff.

Putting together all of our expectations, we are anticipating third quarter GAAP EPS from continuing operations and adjusted EPS of $1.04 to $1.24.
For the full year, our expectations reflect strong trends through the first half of the year, the retiming of marketing and store cost into the back half
of the year, updated expectations for accelerated depreciation and expected costs related to tariffs, including the increases currently scheduled
for September and December. Reflecting all of these considerations, we expect to deliver full year GAAP EPS from continuing operations and
adjusted EPS of $5.90 to $6.20, which is $0.15 higher than our previous range. The midpoint of this new range is approximately 10% higher than
last year's GAAP EPS from continuing operations and 12% higher than last year's adjusted EPS. This is outstanding performance, ahead of our
original expectations for the year.

So before I turn it back over to Brian, I want to thank the entire Target team for everything they are doing to drive this outstanding performance.
It reflects years of work by our team to transform our business and build a durable financial model, and it reflects our team's passion for our guests
and a relentless focus on strong execution every day.
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Pickup is nationwide, and it has been nationwide for several years. Drive-Up is very close to being nationwide. We'll be largely done here as we get
through third quarter.

And your question about fresh is a good one, something we're working hard on, piloting here in the Twin Cities and looking to understand the
operational needs there a little bit more as we get through the back half of this year, and then be back to tell you more about how we plan to scale
that as we get into early next year.

But I think when you put those 3 together, Drive-Up, pickup and Shipt, you've got a great offering that our guest is clearly responding to. They are
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and every quarter. It was a couple of years ago when we talking about the investments we made to be priced right daily, and our guest is responding
to that and that's certainly flowing through into gross margin. So I think the exceptional work that the team has done to strengthen all facets of
our portfolio, both our style and essential categories; the strength we're seeing across our multi-category portfolio; certainly the market share gains
we're seeing in important categories like apparel; and combining that with the everyday value we're offering to our guests, being priced right daily
is contributing to the margin stability and improvement we're seeing in recent quarters. So compliments to Mark and the entire merchandising
team for the work that they've done. But the guest is recognizing it, and I think again, it's contributing to the traffic gains we're seeing in our stores,
like increased visits to our site and the flow through that we're seeing throughout our P&L.

So it's a great way for us to wrap up this call. I appreciate everyone dialing in this morning, and we look forward to talking to you next quarter. So
thank you.

D I S C L A I M E R
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