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With 3 quarters of the year behind us, I'm pleased that we are either on track or ahead in delivering all of our goals for the year, and supported by
strong execution by our team, our financial results this year have been meaningfully ahead of our expectations. A key factor in delivering our goals
is the ability of our team to move faster than ever before, and nowhere is that speed more evident than in our supply chain, where we are rapidly
testing and rolling out new fulfillment options for our guests.

Already this year, we've taken Target Restock from only a concept to being fully operational in 11 key markets throughout the country. And we
continue to expand a list of eligible items while extending the order deadline for next-day delivery. We've tested and rolled out same-day delivery
in 4 locations in New York City, supported by our recent acquisition of Grand Junction, and we've rapidly tested and rolled out a new Drive Up
service in 50 locations in the Twin Cities, where we're receiving positive feedback from our guests.

With each of these capabilities, the team is rapidly learning and iterating as we expand our reach, and we have plans to further build out all of these
fulfillment options in 2018. We've taken the same approach to our ship-from-store capabilities, which we first rolled out to approximately 140
stores only a few years ago.

As we enter the holiday season this year, the count of ship-from-store locations has grown more than tenfold, and it's now in more than 1,400
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Mark J. Tritton - Target Corporation - Chief Merchandising Officer and EVP

Thanks, John. Going into this year, 2 of our highest strategic priorities in merchandising were: first, to invest in our exclusive owned brand portfolio
to further reinforce our differentiated positioning in the market; and second, strengthening Target's value proposition and positioning, making
sure we're priced right daily every day, which we'd reinforce with thoughtful, meaningful promotions that resonate with our guests and support
our brand.

As Brian highlighted earlier, we're encouraged by our progress on both priorities. In the third quarter alone, we launched 4 more new and exclusive
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Third quarter comp sales in Food and Beverage were up slightly despite a continued headwind from deflation in several categories combined with
adjustments from our own work on pricing. We continue to measure steady progress in Food and Beverage, and most encouragingly, we're seeing
the strongest results where we've been investing.

This is best evidenced in produce, where we've been investing in freshness, organics, in-stocks and specialized store labor, where we saw a high
single-digit comp increase in the quarter. And our beverage also continued its strength, where we saw continued double-digit comp growth,
reflecting our work on assortments and in-store presentation across the country.

And lastly, in Essentials, we saw a slight comp decline in the third quarter. Now this area more than any other area has seen the most change from
our work on price and value. And as I mentioned upfront, because we're seeing much stronger unit share and trip growth in this category, we are
very confident that this year's work will set us up for stronger performance over time.

One further highlight within Beauty, which has continued to gain market share. This category is benefiting from our investments to differentiate
both the assortment and the store service model as we focus on emerging trends and first-to-market brand launches, supported by an increasing
number of dedicated beauty experts in our store who are available from open to close, all delivered at an unbelievable value.

Before I look ahead to the holidays, our third quarter review wouldn't be complete without a recap of our key seasons. In Back-to-School, we added
to our long record of logging comp growth year-after-year, and we saw the strongest results in Kids Apparel and supplies. In Back-to-College, we
benefited from positive results in Electronics, reflecting all of the newness I mentioned earlier.

In Halloween, we saw our strongest share results in the early part of the season as the final late-season positive sales surge moved further into the
fourth quarter based on the timing of the holiday relative to our fiscal calendar.

As we look ahead to this year's holiday season, we have made significant strategic changes to the quality and level of our inventory position. Our
teams have reduced unproductive inventory, which has created room across our network for all the newness we are now delivering.
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Specifically in the fourth quarter, we expect a similar or somewhat smaller year-over-year increase in the D&A expense line than we just experienced
in the third quarter. And as we look ahead to 2018, our current view is that quarterly D&A will be about $80 million higher than 2017 in each of the
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And one final note. Given that the holiday season plays such an important role in our fourth quarter performance, we announced today that we
plan to issue a post-holiday season financial update on Tuesday, January 9.

As Brian mentioned earlier, the underlying health of our business and its strong cash flow have enabled the investments that are moving our
business forward today. As we look ahead to the next few years, we're planning for continued investments in our business in new and remodeled
stores, our supply chain, technology, unique brands, and importantly, in our team. The good news is that our business can sustain those investments
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John J. Mulligan - Target Corporation - COO and EVP

I'll start with the in-stock question. I think, Bob, we talked about in-stocks last year in February. It's a journey for us, we know. I think we've made a
lot of progress in in-stocks given our current capabilities. But we also said, in order to really solve the problem, we need to fix some fundamental
capabilities in our supply chain around speed, reliability, inventory placement. And that's where we're on the journey. So the inventory increase
at the end of Q3, as Mark said, more related to us being sure we're ready for the fourth quarter in categories like Electronics, Hearth and Hand,
where we took positions, intentional inventory positions to increase inventories in advance of the fourth quarter. Less to do with our management
of day-to-day in-stocks/out-of-stocks. We continue to work on those. And as I said, there is the short term, working within our current capabilities
and in the longer term solve that comes as we continue to improve our overall supply chain capabilities. Your second question, I'm not entirely
clear, Bob, on where your -- maybe you could clarify how -- your question, the store labor related to fulfillment, I'm not -- I didn't quite understand
it.

Robert Scott Drbul - Nomura Securities Co. Ltd., Research Division - Former MD and Analyst

Sorry. Just from the perspective of the expense levels, like the pressure that you saw in the third quarter versus the expectation of the pressure,
fulfilling more than 80% in the stores on the expense lines specifically.

John J. Mulligan - Target Corporation - COO and EVP

Yes, I wouldn't compare it to third quarter. Compared to last year, we are doing more fulfillment in-store. As we said, we think that's the most
cost-effective way given the total P&L. So shipping plus store labor, we think that's the most cost-effective way to do it. Compared to last year, we
saw significant spikes last year near the end of the quarter, approaching 80% fulfillment. And I would say, when you get into that 80% range, what
really goes up is store pickup, and we'll take that model all day long, highly efficient for us, highly profitable from a digital perspective. So when
our mix gets that high in store, we actually like the economics a lot.

Operator

Matt Fassler from Goldman Sachs.

Matthew Jeremy Fassler - Goldman Sachs Group Inc., Research Division - MD

I've got 2 questions, and my first relates to gross margin. Just to revisit, the fact that you do have this very depressed compare from a year ago, and
you're actually entering Q4 with pretty good gross margin momentum, down only very nominally in Q3 as some of your new brands are really
starting to get traction. So is your thinking on the expectation of a decline in gross margin simply a factor of more business being done online each
year and the cost of fulfillment associated with that? Or are some of the new fulfillment options that you're introducing just somewhat more costly
and you're giving yourself room to absorb that pressure?

Catherine R. Smith - Target Corporation - CFO and EVP
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Brian C. Cornell - Target Corporation - Chairman & CEO

Matt, I'd only build on a couple of comments that Cathy made. One, we feel very good about the performance of our own brands and from a gross
margin standpoint, both short term and long term, that's going to be very beneficial to our mix. Two, we are clearly investing in digital and digital
capabilities and expect that we're going to continue to see strong digital growth in the fourth quarter. So it is the mix of our business that really
makes sure that our gross margin returns stay on track. But the work that Mark and his team have done with our own brands and the results that
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John J. Mulligan - Target Corporation - COO and EVP

I might start up with the Drive Up shopper there. I think our guest survey scores there, NPS scores are, frankly, off the charts. We see a high utility.
It's mom with 2 kids in the back, right? A core Target shopper who just doesn't -- it's raining outside and doesn't want to get out of the car. So we've
seen very, very high scores there. The baskets are mixed as you'd imagine, right? Sometimes they're larger, sometimes it's only one thing. And the
same is very true for pickup in store, driven by -- it can be driven by promotional cadence, it can be driven by convenience. There's lots of different
reasons people choose that option and so the basket varies. There's nothing really to glean from that other than for both of them, we see very high
NPS scores for our guests, which is the most important thing from our perspective.

Brian C. Cornell - Target Corporation - Chairman & CEO

Robbie, why don't I clear up the question around guidance for the quarter and, really, I'll focus on the full year. I think our fourth quarter guidance
is a reflection of the performance we've been delivering throughout the year. And I'll go back and note as Cathy discussed, our full year guidance
is up $0.50. I'll do the math for it. That's $500 million of improvement versus our original guidance. So we certainly approach the fourth quarter
with a level of balance and conservatism, but feel good about the momentum we have. And we think the performance we've been delivering
throughout the year will be reflected in our fourth quarter. So we feel confident, we're making good progress, there's a lot of business still to be
done in the fourth quarter. And I think our range of comp of flat to 2 and the approach we're taking from an EPS standpoint just reflects the approach
we've been taking throughout the year.

Operator

Kate McShane from Citi.

Kate McShane - Citigroup Inc, Research Division - MD, Head of the U.S. Discretionary and U.S. Apparel and Retail Analyst

My question was around fulfillment as well and a little bit longer term in nature. I had wondered with regards to the Drive Up and the same-day
delivery, if there are any early indications of what the limitations might be in terms of where you can introduce that and then also with regards to
the profitability of how those 2 fulfillment options relate to the ship-from-store?

Brian C. Cornell - Target Corporation - Chairman & CEO

Yes, I'll let John talk about the profitability component. But Kate, I think one of the great things about our strategy is the important role our stores
play. And as we think about Drive Up, we think about same day, those are going to be enabled by the 1,800 stores that are in neighborhoods
around the country. So we should be able to continue to expand that over time and meet the needs of our guests no matter where they live and
which store they shop in.

John J. Mulligan - Target Corporation - COO and EVP

And on your question about profitability, clearly the closer we are to the store, the better we like it. When a guest comes in and picks it off the shelf,
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