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While overall, we have much more to accomplish in the third quarter, our work to improve value perception across all of our assortment is already
beginning to have an impact. Specifically, surveys are showing that consumers are noticing Target's investment in price and value. And we saw a
much stronger mix of regular-priced selling in the second quarter as we sought to simplify our promotions, clarify our voice and bring great
priced-right daily items into focus. And it's working. In fact, our second quarter balance of regular and promotional sales was consistent with levels
we haven't seen since 2012, well before our credit card data breach that changed our promotional cadence and stance. Also encouraging was the
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On the SG&A expense line, we saw a year-over-year increase of about 50 basis points in the second quarter. This increase was driven by compensation
costs, reflecting the store labor investments that John highlighted earlier as well as higher bonus expense, along with impairments related to
anticipated store closures and our work to transform our supply chain. These costs were partially offset by the benefit of continued cost discipline
throughout the organization. As I mentioned in one of our calls in 2016, for the last couple of years, we have been working to create a culture of
thoughtful cost discipline. And I am really pleased to see the ongoing benefit of that effort. I want to pause and thank the team both for their
passion to transform our company and for their thoughtful cost management, which is helping to fund our investments in this transformation.

At the end of the second quarter, our inventory was more than 4% lower than last year. This is vivid confirmation of the benefit of the work of both
the operations and merchandising teams to reduce unproductive inventory and speed up our supply chain. These efforts are driving continued
strong in-stocks and sales growth on a smaller base of inventory. Compounding that benefit, we are also beginning to see the impact of our work
with vendors to ensure that Target's payment terms are in line with industry norms, which drove an increase in our payables in the second quarter.
The combined benefit of these two factors was an increase in our inventory leverage of more than 10 percentage points compared to last year.
The working capital benefit of this leverage improvement is substantial and will provide additional cash to support our transformation. In fact, we
are now forecasting 2017 cash flow from operations will be higher than last year despite the operating income reduction we have planned for the
year.

http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark


	Cover Page
	Corporate Participants
	Brian C. Cornell (11 Turns)
	Catherine R. Smith (6 Turns)
	John Hulbert (1 Turn)
	John J. Mulligan (4 Turns)
	Mark J. Tritton (7 Turns)

	Conference Call Participants
	Brandon Fletcher (2 Turns)
	Christopher Michael Horvers (2 Turns)
	David Adam Schick (2 Turns)
	Kate McShane (1 Turn)
	Matthew Jeremy Fassler (3 Turns)
	Michael Lasser (1 Turn)
	Peter Sloan Benedict (2 Turns)
	Robert Frederick Ohmes (2 Turns)
	Robert William Summers (1 Turn)

	PRESENTATION
	1. Operator
	2. John Hulbert
	3. Brian C. Cornell
	4. John J. Mulligan
	5. Mark J. Tritton
	6. Catherine R. Smith
	7. Brian C. Cornell

	QUESTIONS AND ANSWERS
	1. Operator
	2. Brian C. Cornell
	3. Operator
	4. Matthew Jeremy Fassler
	5. Catherine R. Smith
	6. Matthew Jeremy Fassler
	7. Catherine R. Smith
	8. Matthew Jeremy Fassler
	9. Catherine R. Smith
	10. Operator
	11. Christopher Michael Horvers
	12. Brian C. Cornell
	13. Mark J. Tritton
	14. Brian C. Cornell
	15. Christopher Michael Horvers
	16. Catherine R. Smith
	17. Operator
	18. David Adam Schick
	19. Brian C. Cornell
	20. David Adam Schick
	21. Brian C. Cornell
	22. John J. Mulligan
	23. Operator
	24. Robert Frederick Ohmes
	25. Brian C. Cornell
	26. Mark J. Tritton
	27. Robert Frederick Ohmes
	28. Brian C. Cornell
	29. Operator
	30. Robert William Summers
	31. Brian C. Cornell
	32. Mark J. Tritton
	33. Operator
	34. Peter Sloan Benedict
	35. Mark J. Tritton
	36. Peter Sloan Benedict
	37. Mark J. Tritton
	38. Operator
	39. Brandon Fletcher
	40. John J. Mulligan
	41. Brandon Fletcher
	42. John J. Mulligan
	43. Operator
	44. Michael Lasser
	45. Catherine R. Smith
	46. Operator
	47. Kate McShane
	48. Mark J. Tritton
	49. Brian C. Cornell
	50. Operator

	Disclaimer

