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OVERVIEW:

Co. reported 1Q23 YoverY total revenue growth of 0.6%. Expects full-year 2023
GAAP and adjusted EPS to be $7.75-8.75 and 2Q23 GAAP and adjusted EPS to be
$1.30-1.70.
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Beyond safety concerns, worsening shrink rates are putting significant pressure on our financial results. More specifically, based on the results
we've seen so far this year, we expect that shrink will reduce our profitability by more than $0.5 billion compared with last year. And while we're
doing all we can to address the problem, it's an industry and community issue that can't be solved by a single retailer. That's why we're actively
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In the first quarter, comparable sales were flat to last year, which was squarely at the center of our expectations. As you heard from Brian, we
continue to benefit from traffic and sales growth in our frequency categories; Food & Beverage, Household Essentials and Beauty, which helped
to offset softer year-on-year sales in our more discretionary home, apparel and hardlines categories. Within the quarter, total sales were strongest
in February, began decelerating in March and softened further near the end of April.

Q1 performance was led by Beauty, which delivered comp growth in the mid-teens in light of continued strength in both Core Beauty and Ulta
Beauty at Target assortment. Food & Beverage grew in the high single digits, reflecting broad-based strength across the category. Household
Essentials delivered low single-digit growth, reflecting notable strength in both health and pet care categories. Apparel, home and hardlines all
experienced sales declines from the mid-single digits to low double digits as guests continue to pull back on discretionary purchases. Notably,
guests are shifting to shop more just in time in these categories as they wait until the last moment before key events to invest in new decor or
wardrobe refreshes.

As we've been noting for some time, despite overall softness in discretionary categories, seasonal moments and newness in apparel, home and
hardlines continue to be bright spots, prompting great responses from our guests. Within the first quarter, we had a strong Valentine season and
Easter holiday across multiple assortments, ranging from food and hosting solutions to decor and giftables. New offerings in apparel, including
the latest wave of our designer dress collection and new sets in women's athleisure have seen incredible responses from guests. And this year's
major theatrical releases such as Super Mario Brothers and the upcoming Disney film, The Little Mermaid, are driving outsized share gains and sales
momentum. These examples demonstrate that when our assortments are fresh, seasonally relevant and affordable, that's a winning formula to
engage and delight our guests.

Given that consumers are cautious when buying discretionary items, we are being more declarative than ever about affordable joy and leaning
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In support of these efforts, we're investing in training and development across every level of our team from entry-level team members to the store
leaders. Beyond the reinforcement of everyday best practices, we're preparing our team to support new services including the upcoming rollout
of Drive-Up returns and the opening of additional Ulta Beauty at Target locations. In addition, to develop our store supervisors and leaders, we're
investing in a cohort-based peer learning model, in which participants engage in classroom experiences, one-on-one coaching and on the job
practice. All of this training is designed to help our teams succeed today and build our pipeline of future leaders.

Of course, a foundational element of our team development effort is our education assistance program called Dream to Be, which enables our
U.S.-based part-time and full-time team members to pursue tuition-free undergraduate and associate degrees, certificates and boot camps. This
industry-leading program features tuition-free options in more than 250 business aligned programs across more than 40 schools, colleges and
universities. Since the rollout of Dream to Be in 2021, tens of thousands of our team members have successfully participated in this program.

As you saw in today's release, we ended the first quarter with 16% less inventory than a year ago. This decrease reflects our current cautious position
in discretionary categories, combined with the impact of excess inventory on last year's balance sheet. Those factors are being partially offset by
some purposeful inventory investments. These include investments in support of our frequency categories, in light of the rapid growth we've been
seeing and to ensure we're in stock. And I'm happy to say that these investments have been paying off.

In the first quarter, out of stocks of our most important Food & Beverage and Essentials items, we're running at 3-year lows and trending in a
favorable direction. In addition to support of our frequency businesses, we're also making strategic inventory investments where we believe we
have a long-term market share opportunity, most notably in the upcoming Back-to-School and Back-to-College seasons. As you know, in our supply
chain, we're engaged in a multiyear journey to modernize how we replenish inventory in our stores.

When I moved into this position 8 years ago, store inventory replenishment was a standardized inflexible process. That placed a heavy burden on
our store team members. With this modernization effort, our primary goal is to reduce those labor demands on our stores. We achieved that result
by moving work upstream to a distribution center, where we can apply the appropriate processes, technology, tools and automation to accomplish
the work at scale. This results in higher labor efficiency for the company overall while allowing our store team members to spend more time in the
front of our stores with our guests.

In the upstream distribution centers we've opened over the last 2 years, we've implemented technology and capabilities that improve how product
is sorted and loaded on to trailers headed for our stores. These improvements reduce the necessary time for the store team to unload the trailer
and for them to move the inventory to where it's needed in the store. In these new buildings, we've also invested to automate the sortation and
packing of break pack items, facilitating the shipment of quantities smaller than a full case pack. This automated process makes the shipment easier
to unload, reduces sorting time for the store team and lowers the amount of inventory in our store backrooms.

Outside of our new facilities, we're working to roll out similar capabilities to our legacy distribution centers. In addition, throughout our legacy
network, we continue to focus on reducing the overall cost of store replenishment by implementing automation, along with other improvements.
For example, we've been testing ways to improve the lead time and accuracy of our deliveries from several of our existing buildings and have seen
an increase in speed and lower out-of-stocks in stores service from these facilities.

But I want to stress, automation is only 1 way to deliver value to our business. Consider our sortation centers, which are positioned downstream
from our stores to provide speed and efficiency in support of last mile delivery. Our sort centers are not highly automated. Instead, they use
technology and sophisticated process logic to sort packages and provide a faster and better guest experience at a significantly lower cost. In fact,
it's because of the relative simplicity in the design of these buildings and the efforts of an incredibly innovative and energetic team that we've been
able to scale the number of these buildings so quickly from 3 a year ago to 9 today. And an expected total of 15 or more in 2026.

Beyond rapidly scaling the number of sort centers, our team continues to innovate around the existing processes in those buildings, finding ways
to deliver additional value to the business. One example is a new facility that we opened earlier this month in Smyrna, Georgia. This new facility,
which costs very little to open, serves as an extension of the existing sortation center in the Atlanta market extending the reach of our next-day
delivery capability.
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