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P R E S E N T A T I O N

Operator

(audio in progress) Corporation Second Quarter Earnings Release Conference Call. (Operator Instructions) As a reminder, this conference is being
recorded, Wednesday, August 21, 2024.

I would now like to turn the conference over to Mr. John Hulbert, Vice President, Investor Relations. Please go ahead, sir.

John Hulbert - Target Corp - Vice President - Investor Relations

Good morning, everyone, and thank you for joining us on our second quarter 2024 earnings conference call. On the line with me today are Brian
Cornell, Chair and Chief Executive Officer; Rick Gomez, Chief Commercial Officer; and Michael Fiddelke, Chief Operating Officer and Chief Financial
Officer.

In a few moments, Brian, Rick and Michael will provide their insights on our second quarter performance, along with our outlook and priorities for
the third quarter and remainder of the year. Following their remarks, we'll open the phone lines for a question-and-answer session. This morning,
we're joined on this conference call by investors and others who will be listening to our comments via webcast. Following the call, Michael and I
will be available to answer your follow-up questions.

And finally, as a reminder, any forward-looking statements that we make this morning are subject to risks and uncertainties, including those
described in this morning's earnings press release and in our most recently filed 10-K. Also in these remarks, we refer to non-GAAP financial measures,
including adjusted earnings per share. Reconciliations of all non-GAAP numbers to the most directly comparable GAAP number are included in
this morning's press release, which is posted on our Investor Relations website.

With that, I'll turn it over to Brian for his thoughts on the second quarter and his priorities for the third quarter and beyond. Brian?
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Brian Cornell - Target Corp - Chair and Chief Executive Officer

Thanks, John, and good morning, everyone. I'd like to start my remarks today by welcoming Rick Gomez to this call, following his recent move into
the role of Chief Commercial Officer. This change was one of several we announced in June, including Christina Hennington's move into the role
of Chief Strategy and Growth Officer, and Lisa Roath's transition into the role of Chief Merchandising Officer of Food, Essentials and Beauty.

Lisa has done a fantastic job leading our marketing team and I've asked her to remain in that role until early 2025. This will provide adequate time
for us to complete an external search for her successor before Lisa brings her impressive commercial leadership experience back into the
merchandising team. These changes follow our January announcement that Michael would move into the pivotal role of our Chief Operating
Officer. Michael took on the CFO role just before the pandemic, and he's done an outstanding job leading the company through a period of
unprecedented growth and volatility.

The search for Michael replacement as CFO is ongoing, and I share Michael's excitement for the time when he is able to fully focus on his new role
leading all of our operational functions. And of course, we were pleased this month to welcome Amy Tu into the role of Chief Legal and Compliance
Officer. During her career, Amy has served in key leadership roles for several Fortune 100 companies. And I'm excited to welcome her to the Target
team. Amy is taking the place of Don Liu on our team as he prepares for his retirement.

I want to pause to thank Don for his many years of thoughtful and conscientious service to Target and our stakeholders. He is an outstanding leader
who has served as a trusted partner to me, to our Board and our entire leadership team during his tenure here at Target. All of these changes on
our team are just the latest evidence of our focus on developing enterprise leaders, ones who go well beyond subject matter expertise to develop
strong leadership skills, with a foundation based on a comprehensive understanding of our business and how we fit into the broader landscape.

And as you've seen from our second quarter results, the strength of our entire team was clearly evident in our financial performance, which came
in well above our expectations. On the top line, we met our goal of returning to growth, but moved well beyond that baseline expectation. More
specifically, our Q2 comparable sales grew 2% at the very top end of our guidance range. And on the bottom line for the quarter, our EPS of $2.57
was well above the high end of our guidance, representing growth of more than 42% over last year.

Among the drivers of our comp sales, we're pleased that our second quarter growth was driven entirely by traffic, reflecting the combined benefits
of the multiple guest-focused initiatives we outlined in our financial community meeting back in March. It's also notable that our store and digital
channels both saw growth in Q2. Our digital team has done an outstanding job of enhancing our digital experience, and that's showing through
in our business results.

We saw high single-digit growth in our digital comps in Q2 and even faster growth Q2 rn fahL,1..34pn ou0 0 1r how on tn in M8,1.r.
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But our aspirations go well beyond growing our membership base. We redesigned Target Circle with the goal of increasing engagement among
existing members, and we've already realized the benefits. For example, during our July Target Circle Week, about two-thirds of our transactions
were made by Target Circle members. Beyond the direct benefit of guest engagement with the platform, Target Circle also helps us gain deep
consumer insights, allowing us to extend more personal, customized offers through our Roundel advertising business.

Roundel continues to experience rapid growth. based on the joint value it creates for both our guests and our vendors. In the second quarter,
Roundel delivered double-digit growth to the benefit of both gross margin and the other revenue line of our P&L. For the full year, Roundel is
expected to grow in the high teens on top of more than 20% growth in 2023.

As we continue to survey consumers and monitor the external environment, our view remains largely the same as we've been sharing for some
time. Consumers have shown remarkable resilience in the face of multiple challenges over the last several years, and they remain resilient today.
Given the significant headwinds they’ve faced with inflation over the last few years, consumers continue to focus on value as they work hard to
manage their household budgets. And while they continue to turn out and shop around holidays and other seasonal moments, many are delaying
purchases until the moment of need.

Against that backdrop, our team continues to focus on providing unbeatable value for our guests. And of course, that starts with a focus on low
everyday prices, including our recent price reductions on frequently purchased items. But our focus on value only begins with low prices. Whether
we're highlighting compelling deals for our Target Circle members, offering an additional 5% savings to our Target Circle cardholders, designing
and sourcing high-quality owned brands at compelling prices or delivery, ease and convenience with Drive Up and Target Circle 360, our team is
continually working to find more ways to deliver more value for our guests.
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500 new national brand items, ranging from Pumpkin Donut Holes and Jack-o-Lantern sandwich cookies, to Pecan Pie ice cream and Good & Gather
turkey stuffing flavored potato chips. From sweet to savory, guests will find all their favorites and be inspired by what will surely become some
new favorites too.

And while Halloween may seem far away, our consumer research and early season sales suggest there's a lot of excitement around this year's
celebrations. Last year, social media was ablaze with videos of our 8-foot tall Halloween pumpkin ghoul, Lewis. So we had to bring him back this
season along with several new friends, all with their own sassy personalities and catch phrases. We're bringing that own brand love to our costume
assortment to. Of course, we're standing tall for all the biggest characters of the season, but we're also seeing an outsized response to our Target
branded costumes. And with 75% of the Halloween assortment new this year, we are confident guest will see Target as the Halloween destination
for the season.

As it turns out, witches come out for more than Halloween, one of the most anticipated films of the year, Universal Pictures' Wicked hits theaters
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project in providing solar generators to power homes and medical machines, and provided food, medicine and other critical supplies to the hardest
hit neighborhoods.

So much of our Target Forward sustainability strategy is dedicated to working across the business, to address community needs and drive meaningful
and positive impact. Through Target's philanthropy and volunteerism, and by integrating business assets to meet the needs of our communities,
we aim to be present in ways that help all families thrive, knowing the guests and communities we serve are critical to the success of our business.

So I want to pause and thank our entire team for their tireless efforts, both every day and especially during times of need. You serve as the face of
the company in all of the communities where we live and work, and you are the biggest reason consumers love our brand. I'm proud to work with
you and grateful for everything you do to support our business, our communities and your fellow team members.

So now I want to pivot and provide a quick update on our sortation center strategy, which continues to benefit our business in multiple ways. A
critical aspect of this strategy is faster delivery speeds as local orders processed through a sortation center arrive more than a day faster than our
network average. But notably, that increase in speed doesn't require more dollars, as our unit delivery costs from a sort center are about 20% lower
than our network average. On top of that direct benefit, opening a sortation center in a market frees up processing space in the stores it serves,
while delivering labor savings in those locations as well.

With all of these benefits, you can see why we're excited to continue expanding the reach of this capability. And just this month, we're opening
our 11th sort center in the Detroit market, where it's expected to serve more than 3 million consumers. By 2028, this facility is expected to process
up to 60,000 packages daily while operating in a smaller-than-average footprint. And beyond growth in the number of these facilities, our existing
sort centers continue to ramp up their capacity, and we're finding new ways to integrate them into our broader network.

For example, our recently opened flow center in Chicago will be feeding the Detroit sortation center, increasing the number of packages eligible
for next-day delivery in that market. Altogether this year, our sortation centers have processed 19% more packages than a year ago.

So now I want to turn to our second quarter financial results. As Brian highlighted earlier, the 2% increase in our Q2 comp sales was driven entirely
by traffic. This traffic increase was partially offset by a decline in average ticket, which included a decrease in our average selling price when
compared with a year ago. As Brian mentioned, our guests continue to shop around seasonal moments, leading to strength around the Memorial
Day holiday as well as the Fourth of July and our most recent Target Circle week later in the quarter. Within the quarter, comp sales were strongest
in June and July, and trends were very similar between those two months on a reported basis. Most importantly, traffic grew in all three months
of the quarter.

Beyond our comp sales, second quarter total revenue growth of 2.7% reflected the benefit from sales in nonmature stores and double-digit growth
in other revenue, driven primarily by strong growth in our Roundel ad business. Our second quarter gross margin rate of 28.9% was about 190
basis points higher than a year ago. About 90 basis points of this improvement was driven by our merchandising strategies, which included the
ongoing benefit of our efficiency work. We also saw about 40 basis points of benefit from category sales mix, which was largely offset by cost
pressures from digital fulfillment and supply chain.

Finally, our gross margin rate reflected about 90 basis points of benefit from lower inventory shrink, compared with a 20 basis point benefit in the
first quarter. While our guidance assumed that the year-over-year benefit from shrink would increase this quarter, we've seen better-than-expected
results in our most recent store inventory counts, resulting in a bigger-than-expected financial benefit in Q2. Based on these updated accounts,
we're now expecting our Q3 gross margin rate will also benefit from lower shrink costs, but expect the magnitude of that benefit will be less than
half of what we just experienced in the second quarter.

And for Q4, given the financial benefit we were already seeing a year ago, we're expecting shrink costs will be approximately flat to last year. While
it's encouraging to see this progress, we'll continue our work to move shrink rates down to more sustainable levels in the years ahead, given the
steep increase in shrink that our business has absorbed over the last five years.
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Our second quarter SG&A expense rate of 21.2% was about 30 basis points higher than a year ago. This increase reflected cost increases in multiple
parts of our business, along with continued investments in our team, which were partially offset by lower remodel expenses, savings from our
efficiency work and continued disciplined cost management throughout the enterprise. Overall, our Q2 operating margin rate of 6.4% was about
160 basis points higher than last year as we continue to build back our profitability from the significant headwinds we've encountered over the
last couple of years.

Regarding our inventory, we continue to feel good about our position. As I mentioned earlier, Q2 ending inventory on the balance sheet was slightly
lower than a year ago. However, given all of the volatility we've experienced since the pandemic began, 1-year comparisons can be hard to interpret.
As such, we still find it useful to compare relative growth rates back to 2019. And if you perform that comparison for the second quarter, you'll see
that both our sales and ending inventory have grown about 38% over those five years, reinforcing our view that we're positioned appropriately as
we enter the back half of the year.

Now I'd like to turn to capital deployment and briefly reiterate our long-standing priorities. First, we look to fully invest in our business and projects
that meet our strategic and financial criteria. Next, we look to support the dividend and build on our more than 50-year record of increasing the
annual dividend. And finally, we look to return any excess cash that's available after these first two uses by engaging in share repurchases over
time within the limits of our middle-A credit ratings.

Regarding the first priority, we've allocated $1.3 billion to capital expenditures through the first half of the year and continue to expect full year
CapEx in the $3 billion to $4 billion range. Regarding the second priority, we returned $509 million to shareholders in the form of dividends in Q2,
representing growth of about $10 million over last year. And finally, we returned to share repurchases in the second quarter, allocating $155 million
to retire 1.1 million shares of our stock.

Given the work of our team to strengthen our balance sheet over the last 18 months and the simultaneous improvements we've seen in our
profitability and cash flow, we were happy to get back to repurchases this quarter. We expect to have continued repurchase capacity in the back
half of 2024 and in the years ahead.

So now I want to end my commentary on the quarter by covering our after-tax return on invested capital, which is an important measure of the
quality of both our financial results and our capital investments. Through the 12 months ending in the second quarter, our after-tax ROIC of 16.6%
was nearly 3 percentage points higher than a year ago. While this is already a very strong after-tax return, our long-term financial plans envision
continued growth of this metric into the high teens over time.

Now I'd like to turn to our expectations for the third quarter and the full year. And while our performance has exceeded our expectations so far
this year and our view of the consumer remains largely the same, the range of possibilities and the macroeconomic backdrop in consumer data
and in our business remains unusually high. Against that backdrop, our experience over the last several years has shown us that a prudent outlook,
while maintaining the team's agility, is the best way to position our business. As such, we've taken a measured approach to our forward-looking
guidance, and our team remains ready to respond if the pace of our business turns out to be stronger.

With these considerations as context, we're pves res for third quarter compalable sales growth in the0%k to %e range, andGAA6undi tha©psted
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inflation over the last couple of years. A consumer that's choiceful, and so our combination of getting newness and value right in the second quarter
led to the performance that was at the top end of our expectations.

As we look at the balance of the year, we've got more of the year in front of us than is behind us, and we think it's prudent to take a measured view
against the kind of consumer behaviors we'll be watching over the balance of the year. But importantly, that guidance is still centered on growth.
We expect to continue to grow in Q3. We expect to have a growth story for the year. And you can see us playing offense appropriately against that
goal, but being measured in our outlook. We think that's the right way to position the business.

Brian Cornell - Target Corp - Chair and Chief Executive Officer

Kate, just to build on Michael's comments. I think in this environment, where there is so much consumer uncertainty, we're taking the appropriate
approach to guidance in the third quarter. But as you heard from Rick and from Michael, we're continuing to play to win, and we feel very good
about how we're prepared for the big seasonal moments. We're in back-to-school right now and back to college. We're excited about Halloween.
And Rick and his team are planning for some unique moments during the holiday season.

So I don't want anyone to be confused with what we think is the appropriate outlook for the third quarter, but the fact that we're going to continue
to play offense. We're going to look to drive traffic into our stores and visit to our site, and make sure we deliver great value along with newness
for our guests throughout the season.

Operator

Rupesh Parikh, Oppenheimer.

Rupesh Parikh - Oppenheimer & Co. Inc. - Analyst

Also congrats on a nice quarter. So I just wanted to go back to the operating margin performance during the quarter. We still had very strong
delivery during the quarter. How do you feel about the sustainability of the improvement? And then over time, getting back to that 6% plus margins
on an annual basis?

Michael Fiddelke - Target Corp - Executive Vice President, Chief Financial Officer, Chief Operating Officer

Yes. Thanks for the question, Rupesh. As we laid out at the start of the year, this year was going to be about progress to that better margin
performance over time. And two quarters in, I just can't thank the team enough for their work to put us solidly on the path of the improvement
that we laid out for the year. If you unpacked the quarter, I hit on some of this in my remarks, but it always starts with the top line. So to grow the
top line on a 2% comp. To see a category like apparel -- so we like the margins in apparel, to see that category return to growth helped us from a
mix perspective.

Great work by the team to continue to find efficiency within the business. And we expected a more promotional environment this year. We've
certainly seen that so far. But you can see the strength on the margin line due to the team's really hard work to continue to squeeze efficiencies
out of the business in ways big and small. And we're pleased with the progress we're making on shrink. Now there's some noise quarter-to-quarter
about how that will come through. So tried to unpack some of those details in my prepared remarks. But the net punch line there is we’re ahead
of where we expected to be in terms of progress on shrink too. And so all that's adding up to an earnings result, we're certainly pleased with. And
our work going forward will be continue to continue that momentum in Q3 and Q4.
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Simeon Gutman - Morgan Stanley Co. LLC - Analyst

I wanted to ask on a near-term question first. It sounds like comps June and July were relatively steady. And I don't know if you talked about product
back-to-school, curious about how the consumer is behaving. And then connected to it, any expectation when the discretionary comps may inflect
to positive?

Brian Cornell - Target Corp - Chair and Chief Executive Officer

Simeon, as we sit here today, obviously, we're in the heart of back-to-school season, kind of the early chapters of back to college. And as Rick talked
about, excited about the upcoming Halloween season. I think as we sit here today, we feel well prepared for those big seasonal moments, and we'll
continue to make sure we lean in with a great physical and digital experience.

Simeon Gutman - Morgan Stanley Co. LLC - Analyst

Maybe one follow-up. Can I ask about price investments, the 5,000 items that have been lowered if, one, I assume you're pleased with some of the
elasticity. Does it make you think about price positioning broadly? Are there opportunities to enhance the price position in other places?

Brian Cornell - Target Corp - Chair and Chief Executive Officer

I think we sit here today, we feel really good about the way the consumers reacted to the price investments we've made on those 5,000 frequently
purchased items, but it really goes beyond those investments. If you're a Target Circle member, you're getting personalized offers every time you
shop. If you're using a Target Circle card, you have the opportunity for that 5% discount. If you're taking advantage of the amazing value we provide
through our own brands, that's just one more way to find value when you're shopping with Target.

So it's really a bundle of all those things that we do each and every day. to strengthen the relationship we have with the guests and provide them
with the value they're looking for in this economic environment.

Operator

Robbie Ohmes, Bank of America.

Robbie Ohmes - BofA Global Research (US) - Analyst

Outstanding quarter. I was hoping, maybe from Brian or others, you could talk about a couple of things, Target Circle penetration. It hasn't been
going up is that expected to change? And also same-day delivery is still -- and I guess, Target Circle 360, as you call it, is still not growing as fast as
Drive Up. Is that expected to change? And with changing these things potentially be a sales driver? And then is there any margin implication from
that on the offset?

Brian Cornell - Target Corp - Chair and Chief Executive Officer

Yes. Robby, you've got three or four questions there. I'm going to let Michael start. I'll pick it up from there.
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Michael Fiddelke - Target Corp - Executive Vice President, Chief Financial Officer, Chief Operating Officer

Yes. Importantly, Robby, I'll kind of take your second point first. We're really pleased with our Circle 360 same-day delivery business, both it and
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Rick Gomez - Target Corp - Executive Vice President, Chief Commercial Officer

I'd be happy to offer a little color commentary on the food & beverage business. And as Brian said, we believe there is continued runway for the
business to deliver growth, driven by a few things. The first is continued emphasis on affordability. As we talked about, the 5,000 price reductions
across everyday items was incredibly well received. We'll continue to lean into value on our food & beverage business, not just through everyday
pricing, but also through personalized promotions on Circle, as well as with our own brand portfolio, which offers incredible value.
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