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Latest Week Additions 

                               

                         Carnival [CCL]                         Oracle [ORCL] 

                Pier 1 [PIR]                   ConAgra [CAG] 

       Lennar Corp. [LEN]                  General Mills [GIS] 

    [TR       

         

 

 

 

 

 

 

 

 
 

 

 

-30

-20

-10

0

10

20

30

1990 1995 2000 2005 2010

ECRI Weekly Leading Index
Smoothed Growth Rate (%)

Source: ECRI, Bloomberg ECRWGROW <Index> <GO>

 
    

 

 

 

      

 

 

      

      

 

  

 
  

 
 
 
 
 
 

 
This is the second quarter  
2011 Orange Book –  
a compilation of  
macroeconomic anecdotes  
gleaned from comments  
CEOs and CFOs  
made on quarterly  
earnings conference  
calls from July 1, 2011.  
Similar to the Federal Reserve's  
Beige Book, it seeks to  
provide early signals of  
economic conditions before  
hard data is released. 

Only a few stragglers left to the second quarter earnings season. The rhetoric remains 

slightly bearish as most companies are complaining about a crisis of confidence due in 

large part to heightened uncertainties out of Washington. To date, price increases have not 

met too much resistance.  
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CUMULATIVE CONTENTS 
 

Alcoa [AA]    Levi Strauss [8089Z]   Wolverine World Wide [WWW] 

Darden Restaurants [DRI]   Fastenal [FAST]    Universal Forest Products [UFPI] 

Yum! Brands [YUM]   IBM [IBM]    Halliburton [HAL] 

Marriott [MAR]    Wynn Resorts [WYNN]   Gannett [GCI] 

JP Morgan Chase [JPM]   Genuine Parts [GPC]   Citigroup [C] 

Harley Davidson [HOG]   A.O. Smith [AOS]   Goldman Sachs [GS] 

Stanley Black & Decker [SWK]  Peabody Energy [BTU]   Packaging Corp. [PKG] 

Apple [AAPL]    Qualcomm [QCOM]   Chipotle [CMG] 

United Technologies [UTX]  Tractor Supply Corp [TSCO]  United Rentals [URI] 

Robert Half [RHI]   CSX Corp. [CSX]   VF Corp. [VFC] 

 

Hanesbrands [HBI]   Alaska Air [ALK]   AMR [AMR] 

Kimberly-Clark [KMB]   UPS [UPS]    Ingersoll-Rand [IR] 

Swift Transportation [SWFT]  Sherwin-Williams [SHW]   Ruby Tuesday [RT] 

Cheesecake Factory [CAKE]  Intel [INTC]    Bank of America [BAC] 

Johnson Controls [JCI]   Buffalo Wild Wings [BWLD]  Morton's Restaurant Group [MRT] 

MGM Resorts [MGM]   Tyson Foods [TSN]   Emerson [EMR] 

Manpower [MAN]   Textron [TXT]    Domino's Pizza [DPZ] 

Air Products [APD]   Eaton Corp. [ETN]   Sonoco Products [SON] 

JetBlue Airways [JBLU]   United Continental [UAL]   U.S. Airways [LCC] 

Church & Dwight [CHD]   Dean Foods [DF]    Temple Inland [TIN] 

 

YRC Worldwide [YRWC]   Safeway [SWY]    McDonalds [MCD] 

U.S. Concrete [USCR]   Whirlpool [WHR]   Wal-Mart [WMT] 

Saks [SKS]    AT&T [T]    Verizon [VZ] 

Rick's Cabaret [RICK]   Sysco [SYY]    Lowe's [LOW] 

Urban Outfitters [URBN]   Kelly Services [KELYA]   Disney [DIS] 

Elizabeth Arden [RDEN]   CVS [CVS]    Cisco [CSCO] 

Macy's [M]    Ethan Allen [ETH]   Steve Madden [SHOO]  

International Flavors [IFF]   Archer-Daniels-Midland [ADM]  AMD [AMD] 

PPG Industries [PPG]   Danaher [DHR]    General Electric [GE] 

Honeywell [HON]   Caterpillar [CAT]    Staples [SPLS] 

 

Home Depot [HD]   Target [TGT]    Ross Stores [ROST] 

Abercrombie & Fitch [ANF]  Aeropostale [ARO]   Limited Brands [LTD] 

Chico's FAS [CHS]   Estee Lauder [EL]   P&G [PG] 

Deere & Co. [DE]   Leggett & Platt [LEG]   TJX Companies [TJX] 

Coach [COH]    Baker Hughes [BHI]   Schlumberger [SLB] 

P.F. Chang's [PFCB]   Panera [PNRA]    Whole Food's Market [WFM] 

J.M. Smucker [SJM]   Union Pacific [UNP]   Winn-Dixie [WINN] 

DSW [DSW]    Dollar General [DG]   Shoe Carnival [SCVL] 

PulteGroup [PHM]   McCormick & Schmick's [MSSR]  Hain Celestial Group [HAIN] 

Williams-Sonoma [WSM]   Kohl's [KSS]    Nordstrom [JWN] 

 

J.C. Penney [JCP]   Wendy's [WEN]    Brinker [EAT] 

H.J. Heinz [HNZ]   Fortune Brands [FO]   Toll Brothers [TOL] 

Vulcan Materials [VMC]   Paccar [PCAR]    Avon Products [AVP] 

Eastman Chemical [EMN]   DuPont [DD]    Dow Chemical [DOW] 

Boston Properties [BXP]   Kraft [KFT]    3M [MMM] 

Parket Hannifin [PH]   Illinois Tool Works [ITW]   True Religion Apparel [TRLG] 

Clorox [CLX]    American Eagle [AEO]   GAP Inc. [GPS] 

Brown Shoe [BWS]   Brown-Forman [BF/B]   Zale Corp. [ZLC] 

Tiffany [TIF]    J. Crew [JCG]    Jos A Bank [JOSB] 

Hewlettt Packard [HWP]   Campbell Soup [CPB]    Smithfield Foods [SFD]                      

 

Hovanian [HOV]    Kroger [KR]            Del Monte Foods [DLM]          

Best Buy [BBY]             Neiman-Marcus [NMG]   Bakers Footwear [BKRS]             

Dave & Busters [DAB]     PEP Boys [PBY]     Talbots [TLB] 

Navistar [NAV]             Cracker Barrel [CBRL]   Carnival [CCL]   

Oracle [ORCL]    Pier 1 [PIR] General Mills [GIS]      ConAgra [CAG]  Lennar [LEN] 



BASIC MATERIALS 

 

METALS  

 

Alcoa [AA] Earnings Call 7/11/11: " So let's move on to the next segment, automotive. We have a positive view. 

We have seen some softening particularly in the U.S. that we believe is temporary. We expect a healthy year-on-year 

global growth and we expect the U.S. sales volume to bounce back to the first quarter levels later this year. So let's go on 

to North America on automotive. Year to date U.S. auto sales through June is up 13%. The seasonal adjusted selling rate 

slowed down from the February peak to June. The main factor here is the supply chain disruption from the Japanese 

tsunami as low inventories saw for the consumers less choice, longer lead times, and the industry has responded by 

basically lowering their incentives which basically turns out to be a price increase for the customers. So in line with what 

we are seeing our customers to expect, we actually see 8% to 11% growth projection for this year." "China automotive, 

auto sales face some headwinds after the – I mean nothing else but blistering sales growth in 2010. The first half sales are 

up 5.8%. The headwinds that we see are basically that government incentives have ended, Japanese tsunami disruptions, 

purchasing limits in some large cities and higher interest rates, but we still see a growth rate here between 5% and 8%." 

"Beverage cans and packaging, the next segment, we expect global demand to grow 2% to 3% driven basically by China, 

Brazil, Middle East, North Africa and Europe and this more than offsetting a slight decline in North America. If you just 

look at China and Brazil, you get a feel for what is happening here in the bright hot spots in the market and how 

substantially and fast the market expands. In China, we project 25 billion cans this year and we believe that in less than 

ten years this will have – China will have reached the level of the U.S. today, which is about 100 billion cans. The total 

world market is about 200 billion cans, so that gives you a feel for what's happening there."  

 

CHEMICALS 

 

 Eastman Chemical [EMN] Earnings Call 7/29/11: "Volume increased primarily in the U. S. in the packaging, 

transportation and durable goods markets. Sequentially, revenue was up 5%, primarily due to higher selling prices in 

response to higher raw material and energy costs. Volume was flat, as seasonally higher volume was offset by some 

softening in the Asia-Pacific region, which began in June and has continued into July." "I know everyone's looking for 

indications of how China is doing across broad markets. I can just tell you that our China, our earnings for China in June 

were very strong. But we had these two areas we wanted to point out, because I know everyone is looking for the canary 

in the coal mine when it comes to China. But that's really all it was. So I don't want you to read too much into it. We just 

wanted to share with you that oxo market was loose. That seems to be stabilizing. And the solvents market, which of 

course would affect coatings, was also weaker demand, and but we've seen that stabilize."  

 

 DuPont [DD] Earnings Call 7/28/11: “Factors affecting volume growth specific to the quarter included the timing 

of a very strong start to the ag season weighted towards the first quarter at the expense of the second as well as the impact 

from the Japanese earthquake and flooding in the United States which we will recover in the second half. In spite of these 

items that were very unique to the second quarter, our volume growth year-to-date is about 5% and we expect that trend 

line to continue through the second half." "As we've described in previous quarters, this is a broad-based story that 

includes not only TiO2 but also refrigerants, fluoropolymers and industrial chemicals. For example, we saw tremendous 

demand for our fluoropolymer materials in cabling and electronics as well as industrial chemicals like cyanides for 

precious metal mining. Likewise, the market's strong demand for TiO2 continues, driven by robust growth in developing 

markets, particularly Asia. As a result, we continue to sell every pound of TiO2 we can make, and we're proceeding well 

with our 350 kiloton capacity expansion that we announced in May. For the remainder of the year, we see no lag in 

demand for the segment. Even with normal seasonality in products like refrigerants, Performance Chemicals sales are 

expected to be up significantly year-over-year and earnings up substantially. Given tight supply in certain product lines, 

our operations teams have been working relentlessly to deliver up-time improvements as we find ways to produce 

additional product. Now let's turn to slide 12 and Performance Coatings. Segment sales of $1.1 billion increased by 15% 

on 14% stronger pricing and 1% higher volume. Including currency benefits, the segment achieved double-digit pricing 

increases in all of its major market segments. Sales volumes were up in heavy-duty truck markets in North America and 

other industrial markets." "Moving to construction, the market for both residential and commercial remains weak overall. 

Despite US housing starts above consensus in June, there's little sign of a sustained recovery for now. Turning our view to 

the second half, we expect sales to grow modestly with pre-tax operating income increasing substantially. Our industrial 

markets continue to recover." "…we continue to stay close to our customers and markets. Markets are always dynamic 

and we're seeing mixed signals at this point in time. An example is China. China markets are expected to slow in response 

to tightening fiscal policy measures taken by the government, and as a result, we expect DuPont's sales growth in China to 



slow to about 20% in the second half compared to 30% growth in the first half. On the other hand, we expect recovery in 

automotive markets, with light vehicle builds up 6% to 7% in the second half. The key is to anticipate changes, continue 

to innovate and deliver value to our customers and be very disciplined about our execution." Titanium Dioxide: "So that 

market is continuing to progress as we discussed in earlier quarters. Volumes are still – the market is still very positive 

from a volume standpoint. The market is still very, very tight. Obviously with our announcement of our capacity release 

in the new line was received very positively by the market. We expect volume to be up about 4% in 2011 overall. Second 

half I think we'll continue. We're seeing increase in costs but obviously the ability to pass that along with the tightness of 

the market has been established." "It's still July so I can comment on June. Interesting, in June very typically we see the 

end of the ag season, so that impacts the June numbers. We talked about the, in Electronics & Communications, the PV 

correction. But we see auto improving as the supply chain started to recover and that's starting to build momentum for the 

third quarter. Industrial, we're still seeing slow steady recovery. So I think you have to take it market by market but as we 

integrated it, we looked at it month by month and that's where we came up with our forecast for the second half of the 

year."  

 

 Dow Chemical [DOW] Earnings Call 7/27/11: "There's been a great deal of noise over the last several months 

regarding the macroeconomic environment and the pace of growth globally. And while there are headwinds in certain 

sectors, the fact is our transformed and broadly diversified portfolio is now performing at a new level and able to 

overcome headwinds in any particular sector." "Sales in Dow Wire and Cable increased 17%. Demand for power 

transmissions and telecommunication applications in Latin America was particularly robust." "I think it's important to 

understand exactly what the inflationary pressures are in China. And just like when we measure inflation over here, it's all 

about the basket. And remember a lot of their agricultural commodity price increases are all perishable goods versus 

packaged goods, for example, and that's a big difference in terms of what you count in the basket and what you don't 

count. In addition, gasoline, petroleum, that's been another big one of their worries. And then speculation around the 

construction sector. So what the Chinese are doing, they're doing it very well – they basically are moving away from the 

pain their population feels in increasing perishable good pricing as well as petroleum, gasoline pricing and then, of course, 

the ramp-up in speculation in the housing sector. So but their basic economy, their industrial economy, their 

manufacturing economy is still doing very well. And they have to do very well because of their employment topic which, 

of course, overrides all their concerns. They're managing themselves down very nicely. The official numbers are 8% or 

9% GDP. And when you put a multiplier on for chemicals and plastics, that's a 12%, 13% growth rate in the world of 

chemicals and plastics. Which then feeds your polyethylene question. We're not seeing any issue there with polyethylene 

in terms of demand. Especially our polyethylene, which is very much into applications such as agriculture, for example, 

and films and packaging in general – industrial packaging – and health and hygiene, medical markets. We're seeing good 

demand growth, good volume growth and decent price power." 

 

 

LUMBER & OTHER MATERIALS 

 

 Packaging Corp [PKG] Earnings Call 7/19/11: "Looking at the specific details of operations, our corrugated 

demand was strong throughout the quarter, setting an all-time record for both total corrugated shipments and shipments 

per workday, up 3.2% over last year's second quarter. This was a tough comparable considering total shipments in the 

second quarter of last year were up 8%.” “On the cost side, inflationary cost pressures continued, however, and remain a 

concern with higher costs reducing our earnings by about $0.15 per share compared to last year's second quarter. 

Chemical cost increases reduced our earnings by about $0.04 per share compared to last year's second quarter. Caustic 

soda prices experienced the largest increase, and were up about $130 a ton or 45% compared to the second quarter of last 

year.” “Right now with very tough inflation we're offsetting it with increased volume, productivity, et cetera. And where 

inflation's going to go from here, who knows? The one thing that we would add is that the biggest single source of 

inflation, at least for most people, has been OCC and where that's going will drive a lot of things. And we expect OCC, 

we're hearing reports from the field now that it's going up again in August. That remains to be seen, but we're hearing that. 

And because of the high mill operating rates and we're at a low generation time of the year. And a lot is going to depend 

on how strong this industry is and how strong China performs. But inflation is obviously is tough to predict. There is a 

plus side of inflation, however. It says that economic activity is picking up everywhere, and that's a good sign, we think, 

for volumes. So inflation is bad, but it ain't all bad.” “…we've been on a roller coaster. I mean, we have struggled to keep 

up for the last year. And so it has been extremely tight for us to the extent that unfortunately we had to pull some tons out 

of the export market just to keep our domestic customers supplied. And we now, again, have struggled back to get to an 

inventory level that we can manage at a reasonable cost as opposed to shipping things by truck and doing things just to 

keep up. So from our perspective, it's a very, very tight market.” 



 

 Universal Forest Products [UFPI] Earnings Call 7/14/11: "…here is kind of what we are seeing, it's really a 

tough market to kind of forecast what's going to happen, it seems to be very, very sensitive to anything that – anything 

that happens in the marketplace. We see things kind of shut off, whether it's the noise that’s going on in Washington or 

whether we have these heat waves that are happening in Texas and other parts of the country, it's just kind of slows our 

business down more than normal. For some reason it seems to give people or manufacturers a reason to back off a little 

bit. So our trends have been for – certainly for June and July from a sales standpoint, they were better." "Well, with all the 

current news, my crystal ball is probably not better than anyone else’s on that. We have been reading all the praise and 

looking at the journals, and at least two to three year period it’s kind of the consensus out there of soft housing market. 

We saw the Bank of America news earlier this week, another 850,000 foreclosures, that’s going to make it tough but I 

think that’s the problem we are going to slog through for several years.  Manufactured housing piece of that, I think is 

forecasted probably similarly and we think that we can position ourselves and we can make money, so that’s really our 

goal. We are going to deal with what the economy brings us and that’s going to be our objectives." 

 

 Temple Inland [TIN] Earnings Call 7/21/11: "Our average box price was down $3 per ton in second quarter 

2011, compared with first quarter 2011. Compared with second quarter 2010, our average box price was up $41 per ton. 

On an average week basis, our box shipments were up 3% in second quarter 2011, compared with second quarter 2010. 

Industry box shipments were down 1% in the quarter. Our shipments versus the industry were against an easier comp as 

our shipments were down 3% in the second quarter 2010, while industry shipments were up 5% in second quarter 2010." 

"Looking ahead to the third quarter, we are optimistic as box shipments reaccelerated in June after stalling in May, and 

that trend has continued into July." 

 

 U.S. Concrete [USCR] Earnings Call 8/5/11: "Once June term came around, we really had a very good month, 

and in month as I went through some details with you, but in June of 2011 we actually had a 5.1% increase in same-store 

sales volume over 2010 and I've been giving you a little bit of sneak peek on the third quarter. And in July, I would expect 

volumes to be up as if we know the month is over but volumes will be up over 7% on a year-over-year basis. So June and 

July, we had a 5.1% increase in June and then a 7% increase in July on a year-over-year basis." "Right, now taking a look 

at kind of economic conditions, it's shifting a bit. Last quarter economic conditions in our industry kind of on a national 

basis appear to indicate things are beginning to stabilize. I think you could still say that today, although the indicators or 

maybe this quarter are not quite as strong as they were last year – or last quarter. If you take a look at the Bureau of 

Economic activities report, GDP increased 1.3% in the second quarter of 2011 and while this is an increase in real GDP 

compared to the first quarter, which grew at about a four tenths of a percent rate. It is much slower than I think what most 

economist had forecast and it is well below what I think the overall stock market was expecting. The Bureau of Labor 

Statistics reported unemployment for June – obviously unemployment came out today as well but for July, but June 

unemployment was 9.2%, and I think July it ticked down slightly to 9.1%. The June number is down from year end 

unemployment of 9.4% and up just only slightly from the first quarter, which was around 8.8%. Since March of 2011, the 

number of unemployed persons, however, has increased by about 545,000 people. Now looking specifically at the 

construction industry, while the unemployment rate has declined that's – I pointed this out last quarter, it's a little bit 

misleading. It's declined but it's still well above the national rate. But the real thing to look at is the number of people 

employed in the construction industry and it's really changed very little at all since the first quarter or the early parts of 

2010. So, really what you're seeing is people falling out of the equation, not necessarily things improving because the 

unemployment rate is down. The number of people working in the industry really hasn't changed for about a year-and-a-

half. And the last thing that we follow a fair bit is the Architectural Building Index. A lot of people view it as a good solid 

kind of leading indicator on future construction activity. It has now declined three months in a row. Today the index 

stands at – well, at the end of June, the index was 46.3, down from 50.5 at the end of the fourth quarter and below sort of 

that magical level of 50. An architectural index of 50 or better indicates that an increase in billings, architectural firms and 

that's dropped below 50 here at the end of June, so somewhat of a softening in the trend. So, if you look at all of this, you 

see our price and volume trends, at least to us, and what we're seeing it looks like a pretty good indication of the 

stabilization in our business. These statistics report, I think point to the same type of direction, but really more of a 

softening of the environment, not quite as solid as they were in the fourth quarter or the first quarter of 2011. Taking a 

look at kind of thinking about looking forward and outlook, we report our backlog each quarter and as of June 30th, our 

backlog – June 30, 2011 our backlog increased 6.6% over our June 30, 2010 backlog. This is now the 12
th
 straight month 

that we've had an increase in backlog and that's why we're showing the same-store sales increases that you saw in June 

and what we'll see in July. We saw some earlier in the year before we had the really severe weather. And so, as I pointed 

out on previous calls, when you look at our backlog, I am going to talk a little bit about it here just a second, we've got a 

great backlog. It's up year-over-year. It represents almost two-thirds of our total expected volume for the year. So, it's a 



good solid backlog and made up of some great projects. But, you do need to know that that backlog does include several 

multi-year projects. So, not all of this is going to get poured in the next three to six months. It's been – we have projects in 

there that will get poured in '11, '12 and even rolling over into 2013. But, I do think it's a great indication of kind of the 

general direction that we expect volume to take as we wrap up 2011 and then move forward into 2012." 

 

 Sonoco Products [SON] Earnings Call 7/21/11: "Although you did see price increases in all of our consumer 

businesses related to those higher input costs, as you would expect in a rising price environment contractual reset, have 

not yet kept up with cost increases but will do so as prices moderate, which we expect in the third quarter…" "As we 

mentioned, our industrial and consumer businesses really showed mixed results with some businesses performing very 

well and others facing some difficulties, frankly, versus our expectations. For example, on the consumer side of our 

business, our Flexible business and Packaging Services performed very, very well, but our Composite Can and Closures 

business faced market-related and operating productivity issues that clearly impacted their results." "…protective 

packaging, which sells into the appliance industry, was down about 8% year-over-year. During the second quarter, clearly 

we experienced a soft patch in volume in May, the second half of May mostly. I think this may have been reflected 

continued weakness in customer spending that we have been seeing somewhat in the first half of the year. However, I will 

say that volume returned in June; and as we enter July, volume of both consumer packaging and tubes and cores are 

holding up pretty well, and we expect them to follow a normal seasonal pattern through the quarter." "I must admit I'm 

still a bit uncertain about the overall economy and consumer spending going into the second half. But frankly, I don't see a 

lot in the economy, an economy that's going to change in the very near term. But I will say as of right now, our customers 

are telling us that they see some improvement, which is reflected in the early orders that we are experiencing…" "I was in 

a meeting on Monday with our folks from Asia and they were talking about basically what was happening in Singapore, 

that Singapore would have basically negative GDP in the second quarter and that Singapore obviously exports a lot of 

electronics. And we put film for plasma televisions and other plasma-type film on our tubes and cores. Clearly as that 

demand has fallen in Europe and in the U.S. with televisions and other things, that sort of has a throwback effect on us. 

But I think the same thing is occurring …in textile demand, which is obviously down from China and other places. We are 

seeing in South America, for instance, we're seeing a lot of imported textiles coming in out of China into Brazil, which is 

affecting the their markets. So I think we live in a global economy today, which you very well know and so slowing in 

consumer demand in Europe or here has a playback in some of these other emerging markets, which I think we are clearly 

seeing." 

 

 Air Products [APD] Earnings Call 7/22/11: "In Europe, we continue to face a slow recovery along with a pricing 

environment that is under-recovering our variable cost increases. To address this we had raised prices for a number of 

products and in a number of countries, and we'll have more price increases this quarter to stop price and variable margin 

erosion." "As expected, we did not see any material impact to our business from the tragic events in Japan. There have 

been some signs of softening in certain electronic sectors, including foundry and LCD. However, you probably saw the 

very strong results from Apple and Intel exceeding expectations in results reported this week. As we have said, we believe 

our strong position with the industry leaders, and our new product success, will mitigate any effect and we expect 

continued strong performance from this segment. We will strongly defend our volumes from competitive attack. 

However, there are certain accounts we will either improve or shed." "Many manufacturing markets slowed as a result of 

spikes in commodity price inflation, high inventory levels, uncertainty over government policies and fiscal situations and 

weak private sector confidence. As uncertainty surrounding policy, fiscal and sovereign debt issues begin to resolve over 

the coming months, we would expect growth to pick up early in our fiscal 2012." "And if you take the economy in North 

America, certainly the economy in North America has kind of hit a soft patch as we look at it. There's still a lot of 

uncertainty around there. You'd have to be blind to not see it. It's on every news channel and every newspaper about 

what's happening with the various things on the debt crisis and things like that. And that worries it, and so that worries 

consumers, which then worries a business which has to invest. We aren't creating jobs and stuff like that, and so we got to 

get beyond this uncertainty. And so hopefully as we go through the summer, we resolve some of these issues, we start to 

move forward. We take some better – and get firmer on what the policy actions will be, we'll see the economy -- the 

uncertainty start to lift a little bit off the economy and people start making decisions with regard to that. But if you look at 

any of the production statistics for the U.S., they have been trending downward as far as the growth rate was concerned. 

The first half of our fiscal year, which is the last quarter of the calendar year in '10 and the first quarter of the calendar 

year in 2011, certainly had a stronger economy from a manufacturing standpoint. We were probably seeing growth 

somewhere in the 6% to 7% range. We are seeing growth less than half of that in the third and fourth quarter, if we're 

lucky, given things. So then if you look at that, the impact of our sales force. We  started to increase our sales force post 

the things in which happened with Airgas. And so we have already started to see the signings get better for us, so we are 

seeing that with our people. So I think it doesn't take too long for our sales guys to become effective and start to add some 



business. It does take, as I said, some time to bring that business onstream. So it's normally six, maybe nine months until 

that business starts to come onstream." "Helium has been tight around the world. It is a commodity which ships around the 

world, and you don't ship it in the gas. You ship it in liquid form in containers. But it has been tight due to various 

production issues around the world and continued strong growth, a lot of the growth being driven by the electronics 

industry in the uses of helium. We do have new capacity coming onstream within the United States towards the end of 

calendar year '11, which will help our supply things."  

 

 PPG Industries [PPG] Earnings Call 7/21/11: "We delivered higher pricing in every segment and continued our 

hallmark of aggressive cost management. This allowed us to overcome several transitory factors that impacted volumes in 

several of our businesses, including the full brunt of the automotive OEM industry production curtailments due to supplier 

disruptions related to the Japan crisis, scheduled and unscheduled production downtime in our Commodity Chemicals 

segment and poor weather conditions for architectural painting in the United States early in the quarter. The month of 

April was most heavily impacted by these factors and our year-over-year volumes were negative in that month. Our 

volumes rebounded soundly in the remainder of the quarter to a growth rate comparable to the past several quarters. We 

posted positive volume growth in all regions, with Asia-Pacific delivering the highest growth rate once again, driven by 

solid industrial gains in China." "Yes, we had a nice volume improvement in Europe. I would say that was in Continental 

Europe, with a little more strength in the French market. We also, though, had volume improvements in the Benelux and 

Eastern Europe. The U.K. market continues to be the weakest market that we participate in and, there, we didn't 

experience the same volume growth." "We've seen overall lower prices in Asia and here and in the propylene molecule 

and some of the resins, so I think that's going to help moderate the price increases in the second half. We're still looking at 

inorganic raw materials, and specifically, the pigments and TiO2, we don't see the same price declines, but we think 

overall, we're going to see a flattening as we've been talking about in raw material prices." "Well, we continue to be very 

pleased with the performance of our Asia-Pacific Refinish business. Those are the fastest-growing not only automotive 

OEM markets, but also automotive aftermarkets. And the car park in China and India is growing at rates unlike anything 

that we see in the more mature markets in North America and in the Western Europe." "…as I mentioned earlier, we think 

the overall basket of raw materials for PPG is going to flatten out here in the second half. We may see some increase on 

the inorganic side, but we think that is going to be balanced out by decreases on the organic side, in both our resin 

solvents and the like. We've seen some of the building block chemicals going down in price here and in Asia, so we're 

looking for a moderation or a flattening out in the second half of the year." "I'd say the information around the housing 

market, even though it's not I would say ecstatic, is slightly positive. And so, I continue to remain optimistic that we're not 

going to have a robust recovery. I think we have seen the worst and we're going to continue to see very modest volume 

improvements as we go through the year. The second half of last year was quite weak in the Architectural market here. 

So, I would expect that things would be slightly better although we haven't seen a significant change in the trends, they're 

not deteriorating certainly." "I would say that we've been using more Chinese TiO2, both in Asia-Pacific as well as in our 

developed markets, so that continues to be an opportunity for us. And as we've made acquisitions, including the most 

recent one in China, we found them using Chinese TiO2 effectively. There was an additional processing step. So, we've 

been, I think, actively trying to improve our utilization of Chinese TiO2 and it is increasing. Now, in terms of bending the 

demand curve, let's call it, for TiO2 in any of the paint formulations, I would say that some of the numbers you  

were talking about are probably on the high end of 20% change in TiO2 loading or usage." "Well, what's happening now, 

you know the tire market globally is very strong, especially here in the developed markets. So, in North America, I think 

you have a situation where there was a lot of restructuring in the industry. There were some tariffs that were put up and so 

the North American tire industry, as an example, is working full out. But, the biggest reason behind this demand growth in 

silicas is that silicas is a specialty chemical additive in the tire manufacturing process and it improves rolling resistance in 

tire performance. So, what you're seeing today is the effect of what we would call the green tire. So, you improve your 

miles-per-gallon performance with these higher silica-loaded tires. So, I would say this is not necessarily a share play, I 

think all the silica manufacturers are enjoying this improved volume. So, it's more the performance and attributes of 

silicas and the increased sensitivity for consumers, both at the OEM and the replacement market plus some of the CAFE 

standards and the other mileage standards that are being promulgated now, it is really requiring higher mile per gallon per 

vehicle. And one of the least expensive ways to get that better mileage is incorporating more silica into the tire 

formulation."  

 

 Archer-Daniels-Midland [ADM] Earnings Call 8/2/11: "On the supply side, U.S. corn and soybean supplies are 

tight. Overall, global crop supplies remain adequate following a good world wheat harvest and a record soybean harvest in 

South America. And we continue to monitor crop progress and harvest in Europe, North America, and China. In the corn 

market, the USDA projects the U.S. whole crop corn carryout at 880 billion bushels which is tight. The USDA projects 

the current U.S. corn crop at 13.5 billion bushels with a carryout of 870 million bushels for crop year '11 and '12. Oilseeds 



projected oil crop U.S. soybean carryout remains at 200 million bushels, also relatively tight. The current U.S. soybean 

crop is projected to be 3.2 billion bushels, the carryout of 170 million bushels. In South America, soybean crop was a 

record 136 million metric tons as farmers have been reluctant sellers of whole crop beans. The global rapeseed crop is 

projected to be 58.8 million metric tons, down from 59.2 million metric tons last year. Wheat, world wheat production for 

the '11-'12 crop year is projected at 662 million metric tons. Global wheat and in-stocks are projected to be 182 million 

metric tons, an adequate global supply although we have seen some quality issues. In cocoa, conditions in the Côte 

d'Ivoire are substantially stabilized and we have resumed our sourcing and processing operations. On the demand side, we 

see continuing good global demand for grain. We are continuing to adjust oilseed crushing rates between regions to meet 

our customer demand in the most margin-effective ways. Global oilseed processing capacity is more than sufficient to 

meet current market requirements [ph] which is the breads in a spot (33:20) crash margin. In-capacity additions have 

slowed, and the industry will grow into this capacity over time. The U.S. biodiesel industry is running to meet market 

needs and is helping reduce U.S. vegetable oil inventories from record levels. Biodiesel demand remains strong in South 

America and Europe. There has been a little forward buying by protein meal customers. Global demand for all protein 

meal is projected to grow by 4% for the '11-'12 crop year. Ethanol spot prices are similar to unleaded gasoline while the 

excise tax credit adds a $0.45 per gallon benefit to the buyer. It's attractive economics, customers are blending ethanol to 

the maximum allowable levels. Spot ethanol margins are positive and regional margin challenges and dislocation in the 

U.S. corn supply have caused some plants to reduce production. ADM's unsurpassed logistical capabilities have assured 

consistent supplies of corn to our processing facility. EPA has finalized the labeling requirements for E15. We expect to 

see implementation on a regional basis as early as this fall, led by the farm states." 

 

 International Flavors [IFF] Earnings Call 8/9/11: "Now in light of the instability in the financial markets around 

the world, I felt it was appropriate to re-emphasize that IFF is a diversified and competitively-advantaged organization. 

And whether you analyze our portfolio by geography, where 75% of our sales come from outside the United States and 

45% of sales come from the fast-growing emerging markets, or analyze IFF by our product, where 52% of our sales come 

from Fragrances and 48% from Flavors, the breadth and the diversity of our portfolio is great and our innovative solutions 

are key components of consumer staple products that enjoy long-term growth stability." "All regions around the world 

reported positive results, even as we compared to the very strong growth that I make of 25% in EAME, 21% growth in 

Greater Asia, and 16% growth in both North America and Latin America. From a category perspective, Fine Fragrance & 

Beauty Care grew 4% in the first half 2011, on top of the 32% growth we reported in the first half of 2010. And 

Functional Fragrance grew 2%, despite comparing to an 11% year-over-year growth rate." "While pricing benefits are 

expected to increase in Q3, they will not completely offset raw material increase and I expect to see year-over-year 

declines in operating profit margin in the third quarter. As a result, we continue to have discussions with our customers to 

capture additional price increases." "Flavors, which were up high-single digits, continued to be impacted by sharp 

increases in items such as mint, menthol and citrus oils. While there have been some signs of relief in energy costs, we 

continue to expect that raw material prices will rise high-single digits for the full year. As such, we expect pricing benefits 

to build throughout the third quarter and we will have more discussions with our customers regarding additional pricing 

actions in situations where material costs have increased since our last discussions." "Looking towards the balance of the 

year, we believe that the operating environment of the second half will likely be similar to what we have seen through the 

first two quarters of 2011. While we continue to see Fragrance softness in the third quarter due to the challenging 15% 

year-over-year comparable, we expect that sales will improve over the balance of the year and the strong momentum in 

Flavors is expected to continue throughout the second half." "So we're focusing on the basics. You're right that there's 

probably likely to be a little more economic softness and perhaps some demand challenges in the developed markets 

relative to the emerging. But where some customers are citing perhaps a slowdown, others are robust, in particularly in 

some of those emerging markets where we're particularly well placed. So initiatives in R&D, investments in our strategic 

plan and advantaged categories give us a pretty high level of confidence about Q2, at least without an entire world 

meltdown."  

 

 Vulcan Materials [VMC] Earnings Call 8/3/11: "We continue to expect aggregate prices to increase 1% to 3% 

for full-year 2011. As for aggregate shipments, we're maintaining our assumption for the second half of 2011 of 2% to 6% 

growth year-over-year. This will result in full-year volumes that could be flat to down 2% versus the prior year. Our 

expectations for an increase in second-half Aggregates volumes is supported by the timing of certain large projects in a 

number of key markets including California, Virginia, Maryland, and Georgia. Additionally, we're assuming the 4 million 

ton decrease in shipments in the second quarter won't be recovered in the second half of 2011. We expect weakness in 

single-family residential construction and uncertainty surrounding the timing and the amount of a new federal highway 

bill to more than offset demand pushed out in the second half of the year because of April's severe weather across many of 

our markets and the flooding throughout the quarter in our river markets." "Single family housing is very difficult for us to 



see much light at the end of the tunnel but there's a significant increase in multi-family construction as people who 

previously would have bought houses or had lived in houses are now looking to move into apartments and apartment 

vacancy rates across many of our markets are small. There's a significant difference in the multi-family construction in the 

Vulcan-served markets versus the rest of the country. We're seeing much more robust contract awards in our markets than 

in the rest of the country, which we believe is driven by the favorable demographics in our market rather than any kind of 

economic factor, other than the fact that the foreclosure rate for single-family houses in our markets has been substantially 

higher than in the rest of the country as well." "I think there is a lot more stability in pricing than there was a year ago and 

certainly two years ago. When this recession started in a big way and the stimulus work came out, there was a lot of 

aggressive pricing in order to book the stimulus work because that was about all that was on the horizon and you were 

seeing shipments into private non-res and residential construction dropping 20%, 25% per year. You're not seeing that 

now. There's much more stability in the level of demand, at low levels but there is stability. And I think anybody who's 

been in this business for any significant period of time understands that in an individual market, there's very little price 

elasticity to the demand for aggregates. In an individual market, you're not going to change the overall demand for 

aggregates by raising or lowering prices. It's just the shipping radius is too small because of all the factors you're aware of. 

And as a result of that, there's competition in every market for every job. But you really don't see the kind of price swings 

you would see in global commodities where material can move all over the world. You don't see the upside of pricing; 

you don't see the downside." 
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 Darden Restaurants [DRI] Earnings Call 7/1/11: "While the broader economic recovery has not been as strong 

as any of us would like and full year casual dining same-restaurant sales are still negative on a two year basis, we are 

encouraged by the gradual and sustained improvement in our industry and we anticipate continued modest recovery 

during fiscal 2012. It's also worth noting that we've continued to see a narrowing in the casual dining user base. 

Households with incomes above $75,000 have always been the biggest user group in our industry, however, this group has 

significantly increased their share of traffic both during the recession and after the recession, while the share from 

households below $60,000 has been reduced." "In fiscal 2012 our outlook is based on a combined same-restaurant sales 

growth for Red Lobster, Olive Garden and LongHorn Steakhouse of approximately 2.5%. This includes approximately 

2% to 3% of pricing for fiscal 2012 and our assumption that together traffic and mix changes will be flat. Of course we 

will be both above and below the assumed range from month to month and quarter to quarter, depending on promotional 

calendars, holiday shifts and changes in consumer sentiment." "So we have about six months of full visibility on our cost. 

There's limited coverage beyond calendar 2011 in part because we believe some commodities will experience cost 

declines from the current elevated levels and we want to be in a position to benefit from that decline and because we feel 

the premiums for future contracts are simply too great compared to what we expect prices will be in the cash market 

several months from now. Quickly highlighting some of the specific items: total seafood prices for fiscal 2012 are 

expected to be higher than in fiscal 2011, in part because of stronger global demand." "And I would say as you look at the 

range of GDP growth projections that's out in the marketplace, David's probably toward the lower end. And so that really 

is the foundation for what we think the industry's going to do, and then we put together our plans based on what we think 

we can do relative to the industry. So compared to the range of estimates, it's conservative. You know, unfortunately for 

all of us, David has been more conservative than most over the last several years and he's been more right than most. So 

that's where we are." "We think prices are going to come down even with continued economic improvement. But if the 

economy flags even more than we expect, we don't see food cost inflation staying at the levels we've got in our plan." "I'd 

say the thing that Drew outlined was that as you look at casual dining over the last six months, it's an industry where 

same-restaurant sales is strengthening. And so in general the trend over that month – over that period is better months and 

that's despite tougher prior year comparisons and that's in the face of elevated gasoline prices, it's in the face of some of 

the supermarket inflation. So we couldn't really disaggregate it. But the industry is holding up well and that's consistent 

with our view that casual dining is definitely an integrated part of people's lives." "We talked at the analyst meeting about 

where we think the industry will be, so we think we've got an industry where same-restaurant sales growth will be more 

like 1%, 2%. And that's over long term. And so there's a gap implicit in that. Of course it's going to bounce around from 

year to year and period to period depending on market dynamics and competitive dynamics, but that's the long term 

outlook." "I think given our price points in the higher end of the range of casual dining price points, our customer tends to 

be a pretty well-heeled customer from a mass market perspective. But all customers, even those that are accounting for 

more of the traffic, so the north of $65,000, $70,000, all customers are budgeting with a lot more discipline. So it really is 



around price certainty in that environment, not necessarily a price discount. Customers aren't looking for a discount. But 

they want to know a little bit more – with a little bit more precision what they're going to spend when they choose to go 

out or when they choose to do anything else. So we are well-positioned because our brands sit where they sit, and that 

customer base has always been core to them. We do think, though, you've got a lot of customers below $65,000 household 

incomes, and we want to make sure that we stay as relevant as possible to them. And so it is critically important for that 

reason to maintain everyday price accessibility and all of our brands are working on improving on that score." "Well, I'll 

talk about the first quarter and I would say it would be wonderful if July and August looked like June, but we are not 

planning that. And so the answer to that question is, yeah, we do expect them to be a little bit lower. This promotion has 

started off as much more of a blockbuster than we had planned but we are not planning to see that continue. If it does, 

earnings will be better than we expect." 

 

 Yum! Brands [YUM] Earnings Call 7/14/11: "Year-to-date U.S. results have taken some of the luster away from 

what otherwise would be a great year." "There is no question our China business is thriving and Yum! restaurants 

international is producing solid gains. The good news is our international businesses are delivering these results while 

investing for strong growth ahead. We also expect U.S. performance to improve in the fourth quarter." "Pizza Hut casual 

dining in China is absolutely on fire…" "In my first quarter remarks, I said Yum!'s results were a tale of two cities. Our 

second quarter was still a tale of two cities only amplified. As David described, we had simply outstanding results in 

China while U.S. performance was poor." "Our U.S. business had a very disappointing quarter and was a significant drain 

on our earnings. While we previously communicated the second quarter would be challenging and the low point of the 

year for our U.S. business, believe me, a 28% decline in operating profit is still disappointing." "In China, we headed into 

the rest of the year with great across the board sales momentum, and it's also nice to see that the economy is growing in 

such a healthy pace. We, therefore, expect double-digit, same-store sales growth to continue in the third quarter. 

Development also continues to be robust and we're on track to open at least 500 new units this year across all tier cities. 

Our new unit performance remains very strong and we continue to generate cash payback for about three years." "Labor 

inflation is also a current-year margin headwind as we expect full-year labor inflation in the mid to high teens." "From a 

longer term perspective, the statistic that impresses us a lot is the middle class growth in China. The consuming class is 

expected to expand by anywhere from 200 million people to 500 million people over the next 10 years depending on the 

source you look at, which ever number you use, it's a big number and a lot of people. As the middle class grows, more 

people have resources to purchase our food and become loyal Yum! customers." "…the U.S. business will likely continue 

to be a challenge for us. Given the current trends, we expect to see a decrease in sales as well as a double-digit profit 

decline when we post our third quarter results." "I think all of this to your point about the macros is exacerbated by the 

fact that when you look at Taco bell, the unemployment of our target audience of 18 to 24-year-olds is about 17%. And 

you know, you got high gas prices and I think these two factors is making it harder for us to recover." "…we really don't 

have great visibility into commodities next year in China. So we probably won't until fairly late this year. We don't buy as 

far out there as we do in some other markets. Regarding the labor inflation, we expect it to still be high but probably not 

this high. That would be my guess. We used to run in the high single digits. I think going forward, it's probably going to 

run in the low double digits would be my best guess at this point. On east awning in terms of the economic model, you 

know, we continue to make good progress with the consumer." "Well, you know, the economy is not doing great. You see 

the general headlines and I would say that's similar to what we see in the category. You sort of see some good weeks and 

bad weeks and good months and not so good months but frankly, we know we're underperforming the category and David 

has spelled that out in his comments, and you know so we know it's tough out there, but we also know we need to do 

better." "If you look at the first economic growth and then inflation, I think clearly, you know, the government there is 

trying to balance those two things as best as they can. Economic growth right now, we see it picking up. I'm not sure 

what's going to hap needn't next few years, but you know, we feel it strengthens during the course of this year and what 

we said before is the trends for retail, I still feel very bullish about and that is they continue to invest in infrastructure 

which is new trade zones. People keep moving from country to city. They create new cities, you know. We're adding 

about 65 cities a year for KFCs, and we talked about the middle class growth, which is huge. So for us, all those things are 

why we're so bullish about the future in China, but we do acknowledge, to your point, that there's going to be bumps from 

an economic perspective on that growth and the government and whoever is running China is balancing growth with 

inflation, et cetera. In terms of inflation, itself, it's hard to predict what will happen and as we sort of said before, I don't 

fear an inflation scenario because, one, we have all the day parts that we talked about. We believe we have more leverage 

to pull than most people. We do a really good job of on distribution and those of the business so we feel we can handle 

that better than anyone without sounding cocky. We don't fear inflation." 

 

 Chipotle [CMG] Earnings Call 7/9/11: "For the balance of the year, we expect our food cost to increase  further 

in the third quarter before the benefit of the menu price increase by up to 50 basis points, as inflation continues with 



avocados, dairy, and meats. But we hope to see lower avocado costs in the fourth quarter, allowing our food costs to 

return to about the current level, or perhaps slightly better, before the menu price impact. Avocados from California are in 

short supply and are premium priced, though we hope to see relief as we begin to source avocados from Mexico and Chile 

beginning in the fall. As I'm sure you all know, we started to raise menu prices in select markets during the last half of 

June. Other than our Pacific region, where we increased prices in March, we have not increased menu prices in nearly 

three years. And as expected, when reviewing our menu price compared to competitors in each market, we determined we 

have room to increase prices while remaining accessible or fairly priced to our customers…” “The price increase started 

rolling out in the third week of June and is expected to be fully deployed in all markets during August. Although the exact 

price increase varies by market, on average the increase is about 4.5%. Since the increase when fully rolled will impact 

about 80% of our restaurants, incrementally the effective increase on the company will be about 3.5%. Keep in mind the 

Pacific menu price increases fully in the second quarter results. Of course, included in the Pacific increase from March, 

the overall menu price run rate is about 4.5%. Historically we've always had solid pricing power and believe that, even 

after this price increase, we continue to provide exceptional value for our customers based on our commitment to serving 

great tasting food made with ingredients from more sustainable sources and at a price that remains competitive. Although 

it is still early, we're encouraged that we've not seen any evidence of customer resistance from either this recent price 

increase or the earlier one taken on the West Coast in the first quarter.” “Labor costs were 24.1% of sales, a decrease of 50 

basis points from last year as a result of favorable sales leverage. Year-to-date labor costs are down 70 basis points from 

last year, at 24.3% of sales. But we continue to believe we can do a better job of deploying our teams throughout the day 

to be sure that we have the right staffing during our peak sales hours. Labor also includes about 30 basis points of 

incremental workers' comp costs, as we've seen a significant increase in claims in California. We've invested additional 

resources in California to ensure that our work environment is safe and to aggressively fight any obvious frivolous 

workers' comp claims there.” 

 

 Ruby Tuesday [RT] Earnings Call 7/21/11: "We're glad to have closed this year with positive same-store sales of 

0.9%, our first positive same-restaurant sales results in 5 years. However, the quarter was very challenging, as you've 

seen, from both a sales and profitability standpoint. We saw a very aggressive promotional environment within the casual 

dining bar/grill segment, especially at the lower end of casual dining…" "…we do expect the next couple quarters to be 

difficult, given the tough comps year-over-year in same-restaurant sales." "I think one thing you're alluding to, right now 

if you look at Knapp-Track, I guess, if you look at Knapp-Track, bar/grill is kind of, because of the tighter economy, I 

think the under $100,000 are changing a little bit this summer from even last spring or last fall for sure. People are 

probably – we think that they're downscaling just a little bit I guess…" "But, so I think there is something and that's why 

everybody you see out there is pushing price, limited time offers at $9.95, lunches at $5.95, $6.95 et cetera. Value's 

definitely the word of the day. It's what gets results." 

 

 Cheesecake Factory [CAKE] Earnings Call 7/20/11: "Overall, comparable sales at The Cheesecake Factory 

increased 2.3% and were flat at Grand Lux Cafe. Guest traffic was positive and our average check was up over 1%. We 

are implementing an approximate 1.25% menu price increase at The Cheesecake Factory in our summer 2011 menu 

change, lapping a 0.7% menu price increase from the summer of 2010. The new menu will begin rolling out in August, 

giving us about 1.9% in menu pricing as we enter the fourth quarter." "Food costs are at their highest point in more than 

20 years and no one is immune to the cost pressure." "Balance is between capturing more guest traffic and offsetting cost 

pressures. And it's an art and not a science, because you really never know, right, how guests are going to react to higher 

prices until you go through that process and put them in the menu. But we did see our cost of sales going up. We knew we 

needed to have more price to better protect our margins, and we felt that we had pricing power. And we felt that we were 

aggressive as we wanted to be without being overly aggressive. Is there more pricing power there for us? Sure. But I think 

that our desire is always to be followers rather than leaders when it comes to pricing. And we allowed the news of higher 

food costs that I think are fairly mainstream now to sink in with consumers, so they're seeing higher prices at grocery 

stores. And that's why we felt comfortable with taking 1.9%, and we would rather not have been aggressive on pricing. 

You never stimulate guest counts by taking more pricing. So we took the pricing that we thought we needed. We were 

able to increase the midpoint of our range of earnings for the year. We're going to have good earnings growth for this year 

despite the fact that we have higher food costs." "But markets that we've talked about before like the Southwest continue 

to be a little more challenging, obviously way below the average of the 2.1% for the system. And that's just a weaker 

economic environment. I think that most operators you talk to are having more trouble in the Southwest." 

 

 Buffalo Wild Wings [BWLD] Earnings Call 7/26/11: "Same-store sales were 5.9% for the quarter, compared to a 

same-store sales decrease of 0.1% last year. Menu price increases taken over the past 12 months at company-owned 



restaurants were about 1.9%. We had 43 additional company-owned restaurants in operation versus second quarter last 

year." 

 

 Morton's Restaurant [MRT] Earnings Call 7/28/11: "We are extremely encouraged to see traffic increases in 

certain markets for the first time in more than a year. The Morton's business continues to align perfectly with business 

travel and entertainment. Hotel, RevPARs, as well as occupancy, are on the rise, driven primarily from increased business 

travel Monday through Thursday. We are encouraged by the upbeat forecast released by Smith Travel Research and many 

hotel companies in addition to American Express reports of improved corporate spending. Our check average has 

continued to strengthen with a return of business dining and travel, continuing to drive positive mix shift as well." 

"Revenues reflect the impact of menu price increases at our Morton's steakhouses of approximately 2.2% in the summer 

of 2010, which has just rolled off, an additional 2.7% in December of 2010, and approximately 1% of pricing in January 

of 2011."  

 

 McDonald's [MCD] Earnings Call 7/22/11: "Let's begin with the U.S., where comparable sales for the quarter 

increased 4.5% and operating income grew 6%." "The full-year outlook for the increase in our U.S. grocery basket 

remains at 4% to 4.5%. The cost increases were partly offset by strong guest count growth and a 1% price increase in 

March and a 1.4% increase at the end of May. As we move through the year, we will continue to consider future price 

increases, balancing our desire to maintain growth and guest counts in market share amidst rising input costs." "We 

remain mindful of food at home inflation, while striving to remain below the Food Away From Home Index to maintain 

our strong value proposition. Food at home inflation is rising faster than food away from home, providing us some room 

to take more pricing in the current environment." "…we had a good quarter in China. Second quarter comps were up 

14.4%, almost all of that driven by guest counts. That was on top of a mid-single-digit comp last year in the quarter. So 

traffic and guest count movement obviously, is very strong there. And key to that in the environment you mentioned, the 

high inflationary environment, is our everyday value." "I think China clearly has – we're seeing some growing disposable 

income there. We know that the Chinese government has really put in play their perspective of continuing to ensure that 

minimum wage grows at a rapid pace. And so we're managing that from a labor perspective, but at the same time, we see 

the benefit of that increased disposable income in terms of consumer purchasing power…" "Europe is still fragile, and I 

think we all know that. Unemployment, UK is at about 7.8%, Germany about 7.3%, France is about 9.7%. So we're still 

seeing some fairly high unemployment rates across Europe. And from an IEO perspective, it is interesting. If you look at 

some markets, you'll see IEO from a growth rate perspective has diminished. Other areas, it's very, very lackluster. Every 

now and then, you get a bright spot. You see a Russia that is growing, but still not at some of the historic rates, and that's 

due to austerity measures. So what we see across Europe – and it's also a mix in consumer confidence. So you look in the 

UK, consumer confidence is eroding a bit; Germany it's going up a little bit; France is fairly flat. So it's an interesting set 

of markets relative to all the economic indicators."  

 

 Domino's Pizza [DPZ] Earnings Call 7/26/11: "…our domestic same-store sales grew a strong 4.8% in the 

second quarter. This was rolling over a positive 8.8% domestic sales comp in the prior year." "Moving over to the cost 

side of our business, some of you may have noticed the run-up in cheese prices over the past eight weeks. Part of this is 

due to a large industry recall of cheddar cheese in late May, which sets the market price for all block cheese, including our 

mozzarella. While this was expected to be a short-term price spike, demand has also increased recently, keeping prices 

higher." 

 

 P.F. Chang's [PFCB] Earnings Call 7/27/11: "Whether the economy has begun to recover is debatable. However, 

what is clear is that we began to see significant and unexpected decline in sales trends towards the end of our first quarter. 

When we spoke in April, we knew that these trends had worsened during the first few weeks of the second quarter, but at 

that time, we were unclear as to the cause of this weakness and could not predict whether it would continue. This was 

frustrating for us and we know it was frustrating for all of you. Today we have much more clarity. We now know that 

what started off as an unexplainable change over several weeks has turned into a trend. We've done significant homework 

with additional consumer research and further internal analysis and we now know that the number one sales challenge at 

both concepts relates to our entry level price points. At the Bistro, our comps were negative during the second quarter, as 

we saw our lower-ticket bucket drop off at an accelerated rate, compared to the first quarter. You can thank Bert for ticket 

bucket. As we mentioned in April, almost all of our first quarter comp improvement was driven by the highest ticket 

bucket, which we defined as those tickets over $85. In fact, when we break down our sales and look at all tickets under 

$45, compared to those over $45, we see some very interesting insights. We've continued to see positive comps in the over 

$45 ticket bucket as those sales increased about 1.5% in the second quarter. This ticket category includes much of our 

larger party, business spend and special occasion traffic at the Bistro. And our sales trends among these groups tell us that 



we continue to be a solid destination choice for these customers. Now turning to the under $45 ticket bucket. We saw 

negative comps during the first and second quarter, but the rate of decline is significantly accelerated in recent periods. 

Specifically, our under $45 tickets were running down about 3% for the first quarter, but we saw a significant drop-off 

during the second quarter when this group was down almost 8%. This tells us we are losing our lower-ticket guests at an 

increasing rate and our second quarter sales trends reflect that reality. Also on the consumer research front, our recent 

results indicate that absolute price point is the key barrier to more frequent usage at both of our concepts. Many 

consumers have a strong affinity for our brands, they're just finding them a bit too expensive for their everyday use. This 

is also evident in the overwhelming guest response to various promotions. For example, whenever we've done an e-mail 

marketing around an online ordering promotion where we would typically offer a 20% discount on a given day, we've 

seen significant comp lift on that day. And at Pei Wei, we ran our two entrees for $10 in promotion of their 10th 

anniversary and that was last year; the guest response was phenomenal." "Compounding the top line weakness were 

challenges on the cost side of the business. As expected, we experienced higher commodity troughs for most of our 

product basket. We continue to expect to see overall commodities inflation of 4% to 5% in the back half of the year and 

3% to 4% overall for 2011. But by far, the biggest challenge was labor, where a couple of things cut against us. We saw 

more high-dollar claims in both Health and Workers Compensation insurance, which accounted for about $0.08 of our 

EPS decrease versus last year. It's not unusual to see periods of higher activity every so often. And at this point, we 

believe we're seeing an anomaly, rather than a start of a trend." 

 

 Panera [PNRA] Earnings Call 7/27/11: "The biggest headwind we've seen over the last few months and expect to 

continue to see is what we believe stems from macroeconomic pressures on the consumer. The impact of the economy on 

the consumer's always hard to gauge and harder to quantify. However, we believe that between high gas prices, food cost 

inflation at grocery stores, the difficult housing market, and an unemployment rate that continues to hover around 9%, the 

consumer has been a bit more cautious in their spending. Although we are well positioned with the quality and value of 

our offerings and overall customer experience to perform well in difficult economic environments as we've shown 

throughout the recession, we believe that this is a primary driver of our slightly lower comparable store sales than our 

second-quarter target of 5% to 6%. Despite these headwinds, we expect our comps to run a little stronger for Q3 and Q4 

than recent trends. More like 5% at the midpoint of our range, than 4.5% or so that we've seen over the last four months." 

"What we did see in the second quarter was clearly we sold 1% less goods effectively than we expected. Macroeconomic 

indicators kind of across the board are down and if you think about it, our core customer is a very loyal customer. Our 

most loyal people are actually in our loyalty program. So we're seeing greater loyalty check compression than we 

anticipated and without pinning everything down exactly, we believe that our core customer's not changing their 

frequency but they're buying a little less each time in response to all these factors Bill mentioned, CPI's accelerated, 

housing indicators are weaker in the second quarter than in the first quarter year-over-year, price at the pump had a much 

greater increase year-over-year. And frankly, unemployment, the labor market – it's either stagnant or you've seen it pick 

up each month, the last [ph] units. (38:41) We think all these things are happening and we're selling less to everybody 

every time they come through and we triangulate that way."  

 

 McCormick & Schmick's [MSSR] Earnings Call 8/4/11: "Based upon a number of factors, including the 

sluggish recovery in a portion of our portfolio, the two additional restaurant closures Bill mentioned earlier, and increased 

closure weeks necessary to complete the substantial additional rebuild project in 2011 that Bill discussed earlier, we have 

lowered our guidance for both annual revenue and earnings."  

 

 Wendy's [WEN] Earnings Call 8/11/11: "North America company-owned same-stores sales increased 2.3%. This 

sales increase was driven by a 1.4% increase in average check and a 0.9% increase in transactions." "And we are 

beginning to look right now at what we think is going to happen from a commodity standpoint in 2012. And while we're 

not prepared yet to kind of give you guidance on that, we believe that the rate of commodity increase that we've seen this 

year will begin to decline in next year." 

 

 Brinker [EAT] Earnings Call 8/11/11: "Here in the United States, the entire restaurant industry, and I think 

everyone in general, continues to face challenging macroeconomic conditions that certainly are impacting consumer 

confidence; this prolific media coverage around our political environment, the unemployment rate remaining high, and 

elevated gas prices that hit the pocketbook of every restaurant guest. So our three primary value strategies have become 

increasingly important in appealing to our guests: first, the $20 dinner for two at Chili's; second, Chili's new lunch 

combos; and third, Maggiano's classic pasta…" "And as I mentioned, the value offerings that we've put in place at the 

restaurant certainly play during this time. But, at the end of the day, when we look at out macroeconomics, it's always 

been about jobs and continues to be about jobs, and if job information and growth starts to get better, we'll be more 



optimistic, and if jobs stay where they are, it's going to be challenging. But we're going to work our plan as we laid it out 

this morning, steal share, grow our profit, even in this economic environment, and the results we see continue to support 

that. But we haven't seen consumers shopping differently in the last couple of weeks, no."  

 

 Dave & Buster's [DAB] Earnings Call 9/13/11: "As the quarter progressed, the fear of a double-dip recession in a 

federal default took its toll on consumer confidence, and we're impacted as well. Comparable store sales were up 1.1% for 

the quarter, a slower rate of growth when compared with our first quarter. On a positive note, there were favorable trends 

that continue to fuel our growth in the second quarter. Our special event sales, comparable store sales were very strong 

and increased 7.7% for Q2, primarily driven by stronger corporate event sales."  

 

 Cracker Barrel [CBRL] Earnings Call 9/13/11: "…we're not satisfied with our fourth quarter results as our 

comparable store traffic and sales were below our expectations and below KNAPP-TRACK. We're very conscious of the 

fact that this is our second quarter of underperforming KNAPP-TRACK after more than four years of outperforming the 

index." "Continued high unemployment rates and increased prices for groceries and gasoline continue to put pressure on 

the discretionary spending budgets of consumers. As we discussed last quarter, our market research shows that we have 

more parties with children under age 11 than many of our competitors. We believe that the dining out budgets of this 

group, as well as for our older guests who are more likely to be on fixed incomes, continue to be squeezed. In this 

environment, we understand that we need to make our menu more accessible to price-sensitive customers." "…we are not 

satisfied with our sales and traffic results in the quarter. Because our fiscal fourth quarter coincides with the summer 

travel season, it's a very important quarter for us. With gasoline prices on average 36% higher than last year, stubbornly 

high unemployment and continued economic anxiety, many would-be vacationers seemed to stay home this year. Data 

amounts driven in the U.S., which were down in May and June versus last year, appear to confirm that. While we don't 

typically note difficult prior-year sales comparisons, lower gasoline prices and pent-up travel demand last year helped 

generate a strong travel season in the fourth quarter. As a result, travelers made up a smaller share of our visits in the 

fourth quarter this year compared to a year ago. We also believe that aggressive discounting by many of our competitors 

contributed to some of our fourth quarter traffic decline." "In the phase of tough economic conditions, we plan to grow our 

retail sales by continuing to improve our assortments and delivering great value. We'll focus our merchandizing to 

highlight affordability with strong price points in prominent locations in the shop for giftable offerings…" "Our average 

hourly wage rates increased by 1.5% compared to the prior-year quarter as a result of 0.6% average rate increase and a 

shift between tipped and non-tipped hours." "Conditions in the U.S. economy and the prices and supply of food and oil 

continue to be concerns." "…we and many retailers who source from the Pacific Rim are facing pricing challenges in 

China. We and many other retailers are looking at sourcing alternatives beyond China. And we are looking at managing a 

product assortment, as Sandy said, that will basically allow us to stay within the moderate price expectations our 

customers have, continue offering unique retail offerings and doing it without meaningful changes in our retail margin." 

"So, with respect to the discounting, two years ago, it was very aggressive. If I had to characterize the discounting a year 

ago, it seemed to back off and now it is both back aggressively and it seems to have become part of the menu and part of a 

lot of our competitors. So it is now in a lot of our guests' minds, part of their everyday low price and in that sense, I think 

they've reset the bar. So it is a different environment in that sense. It became clear to us that our guests were looking for 

value in this environment and that we needed to address and reconfirm our position as having everyday affordable options 

and to support our priority of driving traffic then to reassert and reestablish ourselves as having that affordability is why 

we've had the priorities that I've just gone through. In terms of pricing, it's a very sensitive time and we've been very 

thoughtful, more thoughtful than even normal about how, when and we raised prices. We're being very careful about it. 

We recently took an increase in the past several weeks and are watching it very closely to see what the response is."  

 

 

GROCERY 

 

 Safeway [SWY] Earnings Call 7/21/11: "Sales were relatively strong early in the quarter, but then softened. They 

always soften the week after Easter but they were soft for about three weeks after Easter. As we've looked at that, we 

believe this softening was largely the result of Easter occurring late in the calendar month. And it's always true that our 

sales spike during pay periods, which generally happens twice a month. And it's also true that people really want to spend 

for the holidays. And if you look at retail sales in general, I think most retailers experienced the same kind of Easter. So I 

think the calendar had something to do with that. Sales then strengthened significantly in the last five weeks of the 

quarter. If we combine the last five weeks of quarter two with the first really four and a half weeks now of quarter three, 

we're running just below 1%. And we believe that that momentum will build as we move through the quarter. Inflation has 

been stronger than we expected and was north of 2% in quarter two. When you couple stronger inflation with the fact that 



fuel retails are up considerably over last year, in our market expressed in cents per gallon, retail prices are up $0.94 a 

gallon, which is about 32%. Those two things in combination, food inflation plus rather large inflation on the fuel side, we 

believe has a dampening effect on demand and that's particularly true for that segment of our shoppers that believe we're 

still in a recession, which is the largest segment, I might add." "And so we would say that inflation in the quarter was 

north of 2%. I think it's tough to get a precise measure on that because you have got mix changes and everything else 

going on. But just a bit north of 2% is a fair number. You might hear slightly different numbers from other retailers. And 

frankly, we've never been able to reconcile what we see on our books with the Consumer Price Index food retail index. 

We have never – we can never get the two to reconcile. And that might be something that everybody has readily available. 

But that's what we see. And then in Canada, Canada tends to -- it's been running behind the U.S. in almost every respect. 

It entered the recession later, although it actually went through a recovery much quicker. I'm sure you know that the 

Canadian economy is in much better shape than the U.S. economy. Unemployment in Canada is much lower than in the 

U.S. and in fact, there's a great article in The Wall Street Journal today about how they solved their debt problem. But so 

inflation in Canada is running a bit lower than that in the U.S., as you might expect." "Here's what we experienced in our 

business. Holidays are important to consumers. And they save for those holidays. And they spend just as well as they did 

last year for that holiday. The other thing that happens in the retail food business and it's hard for people on this call 

maybe to relate to this, but the vast majority of all consumers live paycheck to paycheck. So in a soft economy like we're 

experiencing, the difference in sales between the beginning of the pay period and the end of the pay period is approaching 

double digits, that delta. I've never seen that in 20 years. And so when you have a holiday that occurs near the end of the 

month, people want that to be as good as the last holiday. And so they pinch and save for that. And they have a good 

holiday. But it occurred at the end of the month. And now their financial resources are drained. And so we had a more 

pronounced sort of sales experience, not just one week after Easter – because Easter last year occurred at the first of the 

month." "We continue to characterize the economy as a bifurcated recovery. I can't give you a quantitative percentage but 

my gut basically splits our customers as about 255% recession's over with, times are good, spending as they always did. 

And then the other 75% really very cautious, and very concerned. It doesn't help when people predict years of relatively 

high unemployment. That creates uncertainty. And I've always said that I think the most important indicator to watch is 

the consumer confidence index. We have always seen a very high correlation. Our sales correlate more with consumer 

confidence than any other index you can access publicly." "I don't know what's going to happen on unemployment 

benefits. You know, there are those that would argue that unemployment benefits, the longer they are, the longer people 

stay unemployed. And so you have got some economists who would advocate that you shorten that. And then wages 

would drop and I don't need to tell you the rest of the story. And costs would decline and price would decline in price and 

the economy would recover. There are others it that obviously argue the other side. So I don't really know what's going to 

happen on unemployment benefits. I think that there are a lot of other things that would improve consumer confidence and 

unemployment benefits in my view is not on the top of the list." "…cost inflation was dominated on the perishable side. 

You would see a similar delay on the non-perishable side but it's effect would be pretty de minimis relative to the 

perishable side." 

 

 Whole Foods Market [WFM] Earnings Call 7/27/11: "In Q3, our basket size increased 3%, slightly higher than 

the 2% increase in Q2. This was driven entirely by an entire – higher average price per item as we selectively passed 

through some product cost increases and customers continued trading up. Year-over-year, sales continued to shift toward 

branded and organic products, higher priced tiers and to several discretionary categories. We also saw strong increases in 

the $50-plus size baskets. We're hopeful we can continue to strike the right balance between rising product costs in our 

retails based on our contracts, our distribution network and our tools to manage value. We anticipate incremental increases 

in inflation in Q4, but our pricing studies show that our competitors have been passing through product cost increases and 

we don't have any reason to believe that's going to change. Our comparable store sales increased 8.5% year-to-date 

through Q3 and 9.5% for the first three weeks of Q4. We are proud that we are continuing to gain market share at a faster 

rate than most public food retailers and attribute much of our success to our visible value efforts…"  

 

 Winn-Dixie Stores [WINN] Earnings Call 8/30/11: "As you're aware, the consumer and economic environment 

has been challenged over the past couple of years and we are by no means out of the woods yet. Florida, where we have 

the majority of our stores, has been one of the hardest hit economies. That being said, we saw our business momentum 

improve as we progressed through fiscal 2011 and I believe this trajectory is a factor of the consumers having learned how 

to manage their food budgets and that our strategic initiatives are taking hold.” “Similar to the third quarter, we continue 

to see cost inflation across several categories in the store, most notably meat, seafood, and diary. We've passed through a 

substantial portion of these increases while keeping prices manageable for our guests.” “…what we're seeing is – we're 

seeing the economy in Florida, and the other markets we operate in improving, but at a slow pace. But I think what's 

resonated with me is I think the consumers have adjusted in this economic environment and figured out how to budget 



better and gotten used to this thing, and they're starting to come back and buy the way they were buying before. So, there's 

a rationalization with the consumer, and also, we've got a little bit of an uptick in the markets that we operate in.”  

 

 Kroger [KR] Earnings Call 9/9/11: "Despite the stagnant economy, our sales grew, tonnage remain positive, and 

both total and loyal household counts are up. Fuel performed better, and we maintained good cost control." "First, the 

sluggish economy continues to strain household budgets while increasing consumer anxiety. In fact, customers tell us 

their expectations for the economy are more pessimistic now than at any time this year. And for the first time, customers 

list instability as a financial markets as one of the top economic concerns. These examples illustrate how consumer 

sentiment changed during the quarter, and are important because most discretionary spending is based on what people feel 

or perceive about the economy. Second, food and fuel prices increased again this quarter. In June, Rodney noted that we 

were beginning to detect slight changes in consumer behavior due to the increased variability of the economy and food 

inflation. We read the shifting segment correctly which played out this quarter. Our market share continues to grow as we 

benefit from the credit customers give us for the investments we've made and continue to make to lower the overall 

pricing of items in our stores. Rodney will have more to say about how food inflation is affecting shopping behavior 

shortly. Third, the overall competitive retail environment is rational, and our price checks show that most competitors are 

passing higher costs on to consumers, particularly in the center of the store. There are some exceptions to this. One 

example is produce. During the quarter, retails did not rise at the same pace as costs because of a shortage of some 

product due to the late growing season. Fourth, in the last quarter, we told you we expected to see an increase in pension 

and healthcare costs for this year. The increase will be slightly less than originally projected, but remains a significant 

challenge." "As Dave said, rising food costs are affecting consumer behavior. While our estimated product cost inflation 

excluding fuel was approximately 5.2% for the quarter, we were able to slightly increase our penny profit per item in the 

grocery category. Rising product costs continued to affect all departments. Inflation continues to be higher in our 

perishable department, including meat, produce and especially seafood. Last quarter, we were beginning to read the shift 

in consumer sentiment which translated into more obvious behavior changes this quarter. Customers are even more value 

conscious when they shop, are buying smaller baskets and are selecting some lower cost items, including our corporate 

brand products. This has made the value we offer our customers through lower every day prices, weekly promotions and 

personalized rewards to loyal households even more compelling. We will continue to pass along product cost increases 

from suppliers." "These negotiations are challenging because of our efforts to manage the increase of healthcare and other 

costs, a sluggish economy, and our need to compete against nonunion retailers with lower cost structures are contributing 

factors as well. Our objective in every" Gridlock in Washington: "Well, I – first don't get me started on that because I – 

this group is holding me back because I have some rather strong opinions on the subject. But the point you're really 

making is that we don't need to be economists to try to understand what's happening with customers. We need to ask our 

customers, and we need to look at their actual behavior as it shows itself in the store. And by trying to do that, while 

there's not a way to quantify it with great precision, you can get a pretty good feel, and we've tried to give you some color 

to that, give you a sense of what we're seeing, and I think we've done that, and I think, actually I feel very comfortable that 

we have a good feel for what our customers go through. Part of it is driven, really, by our own associates who live every 

day in the communities that they serve. They themselves go through the same kinds of feelings, and then they, of course, 

live it through their own friends, neighbors, family and everyone else, and that gets reflected back in our thinking as well 

as the dunnhumby data, as well as the panel work that we do with customers." "But the perishables, customers shift what 

they buy in a nanosecond. I mean, walk into produce, just as an example, and if bananas happen to be high this week, you 

start switching and say, I think I'll buy apples this week. So there are plenty of other things to shift to, so the rate of 

inflation and where the movement goes is really a totally interesting computer puzzle. And as a result, I would say that 

generally you wouldn't see a direct connection between what we're able to achieve in sales in a department and what 

happens with the rate of inflation in a department. And I think in produce, for instance, that case it wasn't so much – it 

wasn't anything, really, other than the growing season change, and as a result, product was short at certain points in time 

which meant the pricing was high at certain points in the time which meant customers didn't buy that product as much as 

they would have otherwise." "The only thing I would add, if you expect something to go up in cost for four weeks or six 

weeks, many times you won't even – you won't be able to pass that cost through because if it's going to come right back 

down in six weeks it just doesn't make much sense to do that, especially if the market doesn't allow you to do that. So you 

really have to look at each category area specifically for that, and that would be one of the reasons in produce that you 

wouldn't see it the same pass through there as what you would see in grocery because Jif raises the price of peanut butter, 

it's going to probably be that way for six months or a year or whatever." "Right now, we would expect probably it 

wouldn't be so much the pass through getting better, but the inflation pressures would be a little less. Now, if you look at 

dairy, we would expect a little less inflation there. If you look at produce, we would expect less inflation there. If you look 

at meat, we would not see much change in meat and seafood. I don't think it's so much the pressure from pass through as 

it's just the cost pressure on the cost pressure side." 



 

DRUG STORES 

 

 CVS [CVS] Earnings Call 8/4/11: "So with that, let me turn to the Retail business which continues to grow at a 

healthy pace and gain share. Our same-store sales increased 2% in the quarter. Sales came in at the low end of our 

guidance range due to higher than expected generic utilization, as well as our disciplined approach to managing front store 

sales." "Now, front store comps increased 0.8% in the quarter, as expected front end comps were positively impacted by 

approximately 45 basis points due to the Easter shift. We saw strength in a number of categories, especially cold and 

allergies, consumables, store brands. As a matter of fact, store brand and proprietary products now make up 17.2% of 

front store sales in the quarter, up 70 basis points from last year, as consumers remain value conscious. Our   Pharmacy 

comps increased 2.6%, with script comps up 1.9% and that is reflecting 90-day scripts equaling one script. When you 

convert those 90 day scripts into three scripts, our script unit comps increased a very healthy 4.2%, and our Pharmacy 

share in the markets in which we operate grew approximately 40 basis points versus the prior year." "…we've always 

talked about ourselves as being recession resistant, not recession-proof. We believe the consumer continues to be wary 

and looking for value and we've seen evidence of where she has traded down to – from a premium product to a less 

expensive product, and in some cases, to store brands, which has benefited the business." "I would say that, we – you 

always see variations across the country. And we have pockets of strength and pockets that aren't as strong and I think that 

that largely follows the unemployment situation. You can look at those markets that have been well documented with 

double digit unemployment numbers and our sales performance there is a little weaker than many of the other markets." 

 

 

HOTELS/CASINOS/ENTERTAINMENT 

 

 Marriott [MAR] Earnings Call 7/14/11: "One year ago, at the NYU Hospitality Conference, I was asked about 

the prospects for the U.S. lodging industry. I responded that I was wildly optimistic. At the time, there was considerable 

uncertainty about the pace of the recovery but the long-term opportunity was obvious. More recently, I was asked by an 

investor if I was still wildly optimistic. While uncertainty is still very much in the picture, given recent mixed economic 

news and ongoing world events, I remain very bullish about the long-term prospects for the lodging industry in general…" 

"We have been a bit disappointed so far the balance of the year to see DC essentially perform at flat to last year. Carl 

mentioned the good news in DC, which is that it's one of the markets which is about at peak REVPAR and not 

surprisingly that's because the business of government and security and national defense, all that has been a relatively 

robust part of our economy for the last number of years and was not hit nearly as bad in the recession as many other 

aspects of the U.S. economy. I think now we would say that we expect DC to continue to bump along at kind of flat levels 

through the balance of the year and that's implicit in our guidance. We have not really talked about 2012 yet, and we don't 

have any budgets or anything else that gives us tremendous insight into 2012." "No, in fact, the use of the word dichotomy 

I think is – would substantially overstate what we're talking about in terms of relatively softer Q3 than Q4. If anything, 

we've been very heartened by the strength of leisure business. Now, let's back up and state the obvious leisure travel is 

more price-sensitive than business travel; surprise, surprise. Notwithstanding that, I think most of the leisure business 

which is driven in our hotels is probably coming out of the higher wealth demographic. As a consequence, the persistent 

high unemployment, the weakness in the construction trades and the like is probably less relevant currently to what we're 

seeing in leisure demand. But leisure demand is going to be more influenced by pricing and by consumer sentiment and 

those sorts of things. And as a consequence, we see it be a little bit weaker but still pretty healthy on a year-over-year 

basis and are quite gratified by what we've seen so far. I think all things considered what we're communicating today is a 

steady as she goes report. What we see is a broad recovery that's under way. It is playing out in many respects the way 

exactly we would expect it to play out. So business transient travel is the strongest, showing great performance year-over-

year both in terms of pricing and in terms of volume." "And to state the obvious, we are reading the same newspapers that 

you all are reading and if some of these newspapers lead to slower GDP growth than any of us anticipated that will have 

an impact ultimately on business travel and the rest of it, but we're not seeing that show up in our business today." 

 

 Wynn Resorts [WYNN] Earnings Call 7/18/11: "It was an amazing second quarter. And we had our gaming 

revenues increase 35%. We've seen volume increases in baccarat, in other table games and in slots, very slightly. But we 

had amazing hold in our baccarat business. And so our international marketing partners continue to send us great 

customers and we see a lot of improvement in that business. We're up over 75% on international customers." "I want to 

point out that in the business that we're in, you don't really sustain growth unless the noncasino part of the hotel reflects 

the improvement. The vitality in our business comes from the noncasino portions. After all, slot machines and roulette 

tables and baccarat and blackjack tables, they're the same everywhere. They're a commodity. They have no inert power in 



them. It's where they are and who are the people that are staying in the hotel, and why they're staying in the hotel that 

make the difference competitively and create the franchise in our business." "We did not lower our rates like some of our 

competitors did. We've come to the conclusion here, incidentally, I'd like to add this parenthetically, having tried this 

before and failed, we don't want to make the mistake again. This place is not set for price cutting. We lower the price, we 

can fill the rooms in an instant because they're such fancy rooms. But we get people that carry their beer in from 7-Eleven, 

move their own bags, and don't eat in our fine dining. We can't use them. This is not a place for folks that have that kind 

of economy mentality. This is a place for people who expect superior service, higher quality food, beverage and 

everything else. And so we price our property accordingly and we stay there. And if we lose some occupancy, well, we'll 

adjust our expenses accordingly. But we don't lower the price. It doesn't work for us. We tried it, and it's a failed strategy, 

not only for us, I think for everybody. That's the overview I can give you on that. The fourth quarter looks great. And now 

that we're getting through July, it gets better again. But we're not doing bad. I mean, July – I took a look, we're making $1 

million a day. I think that's great. Anything over $20 million make me real happy in July." "I believe in Las Vegas, I think 

its best days are ahead of it, but I'm afraid to do anything in the current political environment in the United States. You 

watch television and see what's going on on this this debt ceiling issue, and what I consider to be a total lack of leadership 

from the President, and nothing is going to get fixed until the President himself steps up and wrangles both parties in 

Congress. But everybody is so political, so focused on holding their job for the next year that the discussion in 

Washington is nauseating. And I'm saying it bluntly that this administration is the greatest wet blanket to business and 

progress and job creation in my lifetime. And I can prove it and I could spend the next three hours giving you examples of 

all of us in this marketplace that are frightened to death about all the new regulations, our health care costs escalate, 

regulations coming from left and right, a President that seems, you know – that keeps using that word redistribution. Well, 

my customers and the companies that provide the vitality for the hospitality and restaurant industry, in the United States 

of America, they're frightened of this administration. And it makes you slow down and not invest your money. Everybody 

complains about how much money is on the side in America. You bet. And until we change the tempo and the 

conversation from Washington, it's not going to change. And those of us who have business opportunities and the capital 

to do it, are going to sit in fear of the President. And you know, a lot of people don't want to say that. They say "oh, God, 

don't be attacking Obama." Well, this is Obama's deal. And it's Obama that's responsible for this fear in America. The guy 

keeps making speeches about redistribution, and maybe we ought to do something to businesses that don't invest, they're 

holding too much money. You know, we haven't heard that kind of talk except from pure socialists. Everybody is afraid of 

the government. And there's no need – there's no need, you know, soft pedaling it. It's the truth. It is the truth. And that's 

true of Democratic businessmen and Republican businessmen, and I am a Democratic businessman and a – I support 

Harry Reid, I support Democrats and Republicans, and I'm telling you that the business community in this country is 

frightened to death of the weird political philosophy of the President of the United States. And until he's gone, everybody 

is going to be sitting on their thumbs." 

 

 MGM Resorts [MGM] Earnings Call 8/8/11: "During the quarter, we saw particular strength within the retail 

segment; or in other words our FIT and leisure markets. And that led to additional increases in occupancy and in ADR and 

in fact June was surprisingly strong and was actually our biggest RevPAR growth month in the quarter, up in the low 

teens. Again we see this is another indicator of a recovery here in the retail segment which of course is very important to 

us." "There has been one discernible change and that is, I saw this morning when I was working out in the gym here; 

Corey was there. The gym was packed; that's the good news. The change is that everyone is watching CNBC and 

Bloomberg. Usually there are a few other channels on all the TV monitors but they were almost exclusively financial. And 

even the nonfinancial ones, they had the Dow in the corner of the Weather Channel and just about everywhere else. So 

honestly, we've been looking at this very carefully. We've seen zero impact to our call center. We've had no change in our 

cancellation activity at all. We had a very strong – we're having a very strong August in terms of occupancy, great 

weekend trends; and I know it's important to you, but we're just in the real world living watching people coming to Las 

Vegas here, there has been no change at all." "Well, we actually have 68% of our rooms booked for 2012 which is, as Dan 

pointed out, is ahead of the pace we would normally expect and much better than last year.And the quality is improving 

dramatically in terms of the types of shows. When you look at 18 months ago, the books were wide open and we were 

basically just penciling anyone and everyone in. The quality of events are improving and the spend around those events 

are getting better." 

 

 Rick's Cabaret [RICK] Earnings Call 8/9/11: "Going to the Las Vegas, as we told you in previous conference 

calls, we were going to continue to monitor it. And at some point, if we didn't believe that we would reach profitability 

soon, we would get out. We decided to stay through last season's conference season. We were unhappy with the results, 

losing $800,000 in that six-month period versus $340,000 the year before. And what I'll – Las Vegas may appear to be 

coming back. The problem with Las Vegas is, it's only the Strip, it's only the casinos that are keeping anybody. And the 



people that they're bringing out to the casinos through all the discounting and all the stuff don't have a big spend, and 

that's the Rick's customers. We need people that can come in and drop $200 or $300 in a visit. And the problem with 

Vegas right now is they've got everyone coming out there with $400 in their pocket for their three-day stay, not exactly 

our customer base. So after evaluating everything, we finally decided that we've had enough. We've lost enough money, 

and we threw enough good money after the bad, and after the hard and tough decision, we decided to close the location." 

"We're watching the economy closely, but we anticipate to continue our growth, even if it gets pretty rough. I think we've 

kind of learned some things in this recession that will allow us to focus on keeping the number of people up in our clubs, 

which helps keep our revenue growth." "For our outlook we had a great April and a great quarter. It was much better than 

2010. Of course, the NBA helped out on that and the new clubs helped out a lot. I believe if the current trend continues 

and the economy doesn't just completely tank here, that this 2011 will be our best year ever." "New York is solid as ever. 

We're still seeing year-over-year growth at that location. Since that location opened in 2005, we've only had one month 

ever that we didn't have year-over-year same store sales growth. It just continues to perform, continues to grow and I – to 

be honest with you, I thought it would top off a long time ago, we just have such a solid staff there, such a great location 

and we just continue to gain popularity there with The Howard Stern Show and the Garden so close, who knows? It 

amazes me that that club has continued on its solid growth." "You know, surprisingly, we see a lot of stuff going on out 

there; the big spenders' have been back in the clubs I think and I think you can see that through our solid numbers. And 

the small guys' been out too. I've been watching the commodities market lately, this oil back down to $80 a barrel and so, 

I think that weighs good for us on all of our B & C clubs and it doesn't hurt our A clubs either because it just puts more 

people in the business, which makes VIP spaces higher priority and people want to be in them because as the main floor 

starts to get crowded, it's been a good thing for us." "People have extra money. I think if gas prices come down we're 

going to see some really strong numbers because we're getting the volume, and that's what's important right now. 

You know we said that, I think we've been saying that for two years now that to us right now volume is important." "And 

when he's coming in and only dropping $50, we're still treating him good. And that's what he's – it takes a long time, 

training your staff and to get your staff into that mind set to take care of every customer. Every customer. Because you 

never know, the guy may come in and spend $50 a week for five weeks and then come in and spend $1,500 because he 

landed a big job or he's celebrating a bonus or maybe he's not working, or maybe he's just been working too hard, he 

doesn't have the – he doesn't want to stay there for four hours and he gets some time off, he's relaxed a little bit, he comes 

in and parties. And that's really what we're looking for. And I think our staff is doing, overall, not every single location's 

perfect yet, but I think overall it's gotten much, much better; as people have gotten used to this new economy, this new 

way of people spending money." 

 

 Disney [DIS] Earnings Call 8/9/11: "Given the economic news of the past week I'm sure there's interest in what 

we are seeing. During the past few days we haven't seen any change in the pace of activity in our Parks and Resorts, 

Advertising or Consumer Products businesses." "Domestic park attendance was up 2%. After adjusting for the Easter 

holiday shift, attendance was up 1%. Per capita spending was up 8% driven by higher admissions, merchandise and food 

and beverage spending. Average room spending at our domestic hotels was up an impressive 14%. Occupancy at our 

hotels was about one percentage point below prior year levels at 81%. The increase in per room spending that we are 

seeing is consistent with the strategy we articulated to reduce discounting." "…if the economy weakens will we reconsider 

promotion strategy? Yes. At some point we might. We will take a look at what impact a weakening economy has on us. 

As I mentioned at the beginning of my comments, so far in the last few days we haven't really seen that much of a change. 

Now we're currently selling basically a shoulder period mostly, which is the fall where there is some discounting anyway. 

We'll take a look at holiday bookings as the year progresses. It's way too early to predict whether we'd be discounting or 

not but my gut is based on the trends that we've seen this past year that it's not something I think we'll necessarily have to 

do quickly."  

 

 Carnival [CCL] Earnings Call 9/20/11: "On a fleet-wide basis, our bookings taken during the last 13 weeks for 

the first half of 2012 are higher year-over-year, at higher pricing. Booking volumes and pricing are higher for both North 

America and EAA brands. While pricing during the earlier part of the 13-week period had been strong, in more recent 

weeks, we have seen a modest falloff in bookings and pricing. This began in August, largely as a result of the debt ceiling 

political circus in Washington and the related meltdown in the U.S. equity markets during the month. In Europe, the 

sovereign debt issues and the related concerns about the strength of European banks contributed to the slowdown in EAA 

brand bookings. These issues, together with related declines in consumer confidence in the various markets in which we 

operate, seemed to have contributed to the softened booking activity during this August and early September period. 

Although fleet-wide bookings during the last six-week period covering the next three quarters were not as strong as earlier 

in the quarter, on an absolute basis, volumes for the six-week period were higher year-over-year, with pricing on these 

bookings slightly lower than a year ago. So even during this difficult August and September period, bookings have held 



up quite well, which is a testament to the resiliency of our cruise business, in that even in a weak economic environment, 

the consumer will continue to book their vacations, especially value-based cruise vacations. Give the high percentage of 

business already booked in quarter one of 2012, it does appear that first quarter 2012 yields will be higher than a year 

ago." "In talking to our brand executives, there is a general view that because of the continuing stream of negative 

economic news and the related decline – and more recently related decline in consumer confidence, consumers are 

delaying their decisions to take their cruise vacations, with the result that the booking curve for 2012 has come closer in. 

So that's sort of the status of the second quarter where we're seeing the closer-in booking curve taking effect."  

 

 

HOME FURNISHINGS 

 

 A.O. Smith [AOS] Earnings Call 7/19/11: "Total sales in the second quarter of $405 million were 8% higher than 

the previous year. Higher China sales coupled with higher sales of commercial and tankless water heaters in the United 

States and a global commodity related price increase more than offset a fall off in U.S. residential water heater volumes. 

Industry residential water heater volumes were down in the second quarter as customers purchased water heaters in the 

first quarter ahead of the April 1st price increase." "…commercial in the U.S., it’s actually doing as we said the last 

couple of quarters, it’s doing better than we thought it would and the only thing we think could be driving it is 

replacement of more efficient products which give a pretty quick pay back." "…the housing market has been pretty sick 

for some time. Frankly, the first quarter the overall demand in the market was a little stronger than we expected and you 

turn that right around and when you take out the buy, head and everything else, second quarter is a little weaker than we 

expected on the residential side. It’s just a very sick marketplace right now. We are surviving fairly well by squeezing 

more profit out of the replacement business which is still there as well as the continued growth outside the U.S. Canada is 

doing well. And of course China and India are booming and that’s where our growth is coming from. We are very happy 

with what we’ve done to position our U.S. residential business for the turnaround when it comes. And from an 

incremental volume standpoint, in a couple of years when residential does start to pick up…" "But without tax credits or 

energy tax credits are something from a governmental standpoint that could incentivize the consumer to go do a retrofit. I 

think our high efficiency products are going to continue to grow but they’re going to be a smaller piece. And as I said, 

we’re just positioning ourselves very well, we believe, for when the housing market picks up. There’s still a long-term 

demand for 1.5 million housing starts every year. Household formation is driving that. When we get back, when we get 

this mess cleaned up in the housing market, I don’t know and when we start getting back up over 1 million housing 

starts." 

 

 Sherwin-Williams [SHW] Earnings Call 7/21/11: "But the frequency and magnitude of raw material cost 

increases in the quarter, particularly in Titanium dioxide, continued to outpace our ability to recoup in the short term. In 

our last earnings call, I mentioned the impact of higher raw material costs would likely get worse before they got better. 

At that time, we predicted that the coatings industry would experience averaged annualized year-over-year raw material 

price inflation in the mid-teens for all of 2011. Over the past three months, we have revised our internal raw material costs 

projections three times. We now believe a year-over-year raw material increase in the high teens to the low 20% range is 

more realistic." "As we have discussed in the past, when raw material costs rise, we have a duty to our customers to push 

back on our suppliers to avoid or postpone these increases. In failing that, to focus internally on ways to offset higher raw 

material costs. But the rate of increases we have seen over the past six months have overwhelmed these efforts and left us 

with few options. In early June, again, we announced additional price increases in the high single-digit range across most 

of our product lines. Although we are in the early stages of implementing these increases, they should help to offset the 

raw material cost increases we incurred in the second quarter. Not surprisingly, price utilization in our Paint Stores Group 

is running ahead of all other segments." "Looking ahead, our second half volume comparison should ease somewhat, but 

raw material cost will continue to be a headwind to earnings. We are cautiously optimistic that the domestic architectural 

paint market volume, primarily in the repaint segments, will turn positive over the balance of the painting season and 

global demand for most industrial coatings will continue to expand." "I think that we're still in a market that is clearly 

bouncing along the bottom on housing and new construction. We have a pretty good view into the re-paint activities that 

are going to be taking place. And I think the range reflects the fact that there is still quite a bit of uncertainty in this 

market." "…we don't give that number out specifically, but I think we have commented that in the quarter specifically, 

giving the impact of unseasonable weather pretty much across the entire eastern half of the United States -- tornadoes, 

hurricanes, floods, significant rain -- that our exterior gallons definitely lagged the quarter's performance." "Yeah, there's 

– TiO2 is tight, for sure. And I think it's the year-over-year working capital impact of having that material versus the 

shortage that we had last year that's impacting it, more than any concerns we have about inability to get raws." "DuPont 

announcing titanium price increases is nothing new. We've been hearing that for – on a quarter after quarter basis for 



literally decades. Obviously they have much more commitment to the enforcement of those price increases over the last 

couple of years. Again, we've been consistent with our communication to the Street. We talked about the fact that the 

entire basket of raw material decreases for the industry – it's been going up. Each quarter that we've given guidance, we're 

now in the high teens to low 20s. The vast majority of that is in the titanium. It remains to be seen what kinds of impact 

we'll have going into 2012, and we'll be commenting on that as we get closer to year-end."  

 

 Whirlpool [WHR] Earnings Call 7/21/11: "North America demand in the first half of the year has been weaker 

than expected. The first half demand was down 5% which was composed of flat in the first quarter and down nearly 10% 

in the second quarter. In fact, the second quarter industry demand levels were back at the same levels we saw at our 2009 

recession lows. Also on this slide you can see that our full year demand forecast is now forecasted to be down 1% to 2%, 

which means we expect the second half to be flat to approximately 2% increase. First half demand in Europe was up 2% 

which was comprised of Western Europe being down 3% with good growth in the Eastern markets. We expect the second 

half to be flat to slightly up and therefore the full year forecast up 1% to 2%. Overall, we really don't see a lot of change in 

our Latin America full year demand forecast of 5% to 10%. Although, we do expect to see growth slowing somewhat 

from what was a very strong second quarter of this year. Asia demand is modestly changed and we revised a 4% to 6% for 

the full year. Our business is having very good growth in China, but we have seen a slowing of growth in India. Overall, 

as we step back and look at consumer demand around the world, we believe that high unemployment, low consumer 

confidence, and recessionary housing levels are the driving factors in demand patterns that we see in North America and 

Europe, while high inflation is beginning to impact some growth in the emerging markets. As I said, though, we do expect 

to see demand growth globally in the second half of the year, but we have lowered our previous estimates and this has all 

been factored into our new financial forecast." "…So we really don't see these costs changing very much in either 

direction through the end of the year. As we've seen this high inflation in our cost, we have been taking very aggressive 

actions throughout the first half continuing into the second quarter of the year to help offset the impact, particularly in the 

area of productivity." "So with this as the back drop, I would just summarize all this by saying that we continue to have a 

challenging and volatile global economic environment, which has been more challenging than we previously expected in 

the first half of the year. But we have and will continue to take very aggressive cost, productivity and price mix actions to 

quickly adjust to these conditions." "…you will see US T7 industry for the first half of the year compared to prior periods 

back to '05. You will note that first half 2011 industry volumes have dipped to 2009 recessionary levels as continued high 

unemployment and low consumer confidence continues to depress the US housing market and discretionary purchases. In 

fact, given the current US economic environment, the percentage of our business representing replacement purchases is at 

an all-time high. Based on these recent trends, we expect to see only modest growth in the second half and now expect 

industry shipments to be down 1% to 2% for the year compared to our previous forecast of up 2% to 3%." "In Europe, 

developed market economies continue to remain weak and the region continues to face high material cost inflation. To 

address these costs, we have announced 5% to 7% price increases in most countries across the region, which will take 

effect between August and October. In Latin America, unit volumes were up 21%. We saw solid demand growth both in 

Brazil and also within the remaining countries that make up our Latin American region. Demand in Brazil during the 

second quarter was significantly higher as the industry comped against a weak quarter last year due in part to last year's 

World Cup as retailers shifted their focus to brown goods from white goods. Material costs are also significantly 

impacting this region of the world. And during the second quarter, we announced and are implementing cost based price 

increases to mitigate the impact. And in Asia, we saw slowing demand with unit volumes 4% below 2010 levels. Inflation 

and a weak summer season in India due to adverse weather conditions were partially offset by strong unit growth in China 

despite a softer industry in China." "I think there is a lot of things that are changing very quickly. We're kind of at an odd 

point in time in the economy where you have record high inflation and relatively weak demand. So we are seeing – again, 

included in this forecast some turning of material cost, but it is – we probably don't really begin negotiations or getting a 

firm handle on that until late third quarter, early fourth quarter."  

 

 Ethan Allen Interiors [ETH] Earnings Call 8/4/11: " Our next priority of developing relevant sourcing and 

logistics, we continue the process of repositioning our manufacturing, sourcing and logistics. Our upholstery 

manufacturing made important strides in establishing a strong base both in Maiden, North Carolina and Mexico. The U.S. 

case goods manufacturing plants are operating more efficiently. The conversion to custom manufacturing upon receipt of 

customer orders has been challenging, but it is beginning to pay dividends through improved plant operating margins and 

efficiencies throughout our logistics operations. We are also working closely with our offshore partners on some of the 

great new products hitting our Design Centers for this summer and autumn. We continue to manufacture about 70% of the 

products in our manufacturing plants in the United States." "…what I've said is there's been overall consumer confidence 

and, of course, stock market is part of that that affects consumer confidence. Things are pretty difficult from a perspective 

of the news that we all hear. I mean look at today, the stock market is down and that does have an impact. However, our 



concern that that might have affected our July business, but fortunately, it did not. So far, we've held up, because I think 

we are getting market share. Our programs are very strong. Our interior designers are working with their clients. So from 

– so far, we've held up well." "Of course, and the biggest one for us is fuel because we deliver our products 

to our consumers' home at one cost, so the fuel charge is a major one because of the fact that we get surcharges via our 

own fleets, our own trucks. So that 30% was a major factor, and on the other hand, we increased our volumes that 

countered it. We've seen – we haven't seen much of an increase in lumber. What we've seen is increase in fabrics and 
textiles, petroleum based – our finishing materials we have seen, we've seen anything, of course, cotton related as last year 

was a major increase. So fabrics, finishes, and then the transportation, even on products coming from overseas. We've also 

seen increases from our offshore manufacturers anywhere in the range of 4%, 5%." "No, we are not doing any zigzags. 

We're very, very clear that we're going to maintain a strong presence of United – U.S. manufacturing. We have 

consolidated our manufacturing from many plants to now two major operations in case goods in Vermont and North 

Carolina. We have consolidated our U.S. upholstery manufacturing to one major facility in North Carolina. We used to 

have seven plants, but now one is doing a great job, certainly helped by Mexico. What we will do is what you're going to 

see, we are going to introduce a fairly large production – introduction of products to our consumers next month and most 

of that is coming from offshore. So, we, what you're going to see is that our growth while we're going to continue to grow 

our case goods in the U.S. but a lot of the growth would come also from products that we get from offshore. As a 

percentage, I think it's possible that while our total business, as our total business increases, the percentage of offshore – 

as a percentage of total would most probably increase." 

 

 Stanley Black & Decker [SWK] Earnings Call 7/19/11: “In North America, on the left, organic growth of 1%.” 

“And Industrial performed very well in Europe. CDIY was soft. But, all in, we were able to achieve 2% organic growth, 

which is a good story in Europe. Latin America, up 26%, now represents 9% of our total company's revenues. We're really 

pleased. Canada was down 7%...” “we are comfortable that we will see an 80% recovery, as indicated, in the back half of 

the year. There's been a lot of moving parts and dynamics associated with inflation and price. The vast majority of our 

price increases are in place, although we still have a few smaller ones that we're negotiating over this month, but by the 

end of July, we feel comfortable that all price increases will be in place. And on the inflation side, we've seen some pluses 

and minuses. As John alluded to, we've seen some trends that have caused production inflation and we've also seen some 

trends that are increasing inflation. So we are managing, we are continuing to manage that dynamic. But at this point, we 

still feel comfortable that we'll have 80% price recovery in the back half of the year.” 

 

FOOTWEAR/APPAREL/ACCESSORIES 

 

 Levi Strauss [8089Z US] Earnings Call 7/12/11: "Higher net revenues also reflect the selected price increases we 

took late in the first quarter of 2011 in response to rising cotton cost. We believe it is still too early to predict what 

consumer reactions will be as this extends into the marketplace and it could impact our volumes as we move through the 

remainder of the year." "…we haven't seen the full impact of apparel prices on the consumer in general as well as the full 

impact of some of our price increases on the consumer and when you combine that with some of the continued pressure 

with the consumer on general products, food, gas, commodities that they are experiencing and no job growth, we're still 

cautious here in the U.S., internationally less so, but clearly here in the U.S." "We did see some positive momentum in the 

first half or the first quarter. It dropped off again and then more recently just in June it's picked up again. So I think we'd 

say it remains volatile and there is not a lot of positive momentum happening for the total category." "Again, on the Levi's 

brands what we indicated is we were taking selective price increases on our men's products and we were not taking price 

increases on our women's or kids products until later in the year. We have now taken those price increases on women's 

and kids. And, as I mentioned I think earlier our expectations have been met in terms of the plans that we built, but we're 

watching the consumer environment very carefully. We are tracking sales week-by-week, month-by-month with our 

customers and in our own stores and responding to consumer demand. This is an unusual time because we've not faced 

this cotton economic environment before. And so we have to just be very cautious to track what the consumer demand is 

and then respond accordingly with the appropriate inventory investments. That's how we are working with all of our 

customers and up to this point, we are working our plan."  

 

 Wolverine World Wide [WWW] Earnings Call 7/12/11: "It's also a very good time to be diversified and to have 

our brands in more than 190 countries and markets around the world as the pace of the economic recovery in most global 

markets has been faster than in Europe or the United States." "Turning to our backlog, recall that our backlog throughout 

all of 2010 benefited from retailers placing unusually large futures orders early in response to supply constraints, 

lengthening lead times and rising prices, the result of which was historically high backlog growth at the end of each 

quarter last year and at the end of the first quarter this year." "Nevertheless, we will definitely be facing tougher 



comparisons in the second half this year given the excellent growth we delivered in last year's third and fourth quarter." "I 
think we're seeing a lot of activity. Money is still relatively cheap out there. Some of the private equity folks are back in 

the game after maybe a little pause for a year, year and a half. As you know, we have a very good track record of adding 

brands to our portfolio and making them a success. Don and I are actively looking. We spend a lot of our time in that area 

looking for brands that are appropriate for us. We've got a business model that generates lots of cash and we've got a lot of 

wherewithal and we've got a lot of people talent. So we're looking, constantly looking, for the right fit with the company. 

Could be domestic. It could be offshore. It could be footwear. It could be apparel. But there's been a lot of M&A activity 

on both the retail side and the brand ownership side – probably don't see that slowing down in the very near future." 

"Well, I think you have to separate it, first of all, the U.S. and Europe from the rest of the world. The rest of the world is 

roaring along right now. But if you look at Europe and the U.S., I think things have gotten down to a normalized pace and 

expectation. Retailers are more comfortable today that they can get the inventory they need from their brand partners, 

especially here in the United States. So in that respect, we think that, at least, footwear inventory at retail is in very good 

shape. Despite the macroeconomic headlines that we see every day, this has been a very good year for footwear. So the 

historical trend that footwear does very well in a little bit tougher economic times is holding true even this year. So 

footwear inventory at the retail level we think is in very good shape. I think retailers have adjusted to the new normal, and 

they're expecting their key brands and their bigger brands to have the inventory they need when they need it." "I mean 

there are some countries in Europe – Greece and Portugal and Spain a little bit with the unemployment rate, that are 

struggling maybe even a little more than the UK and France. Germany, with its export engine, is certainly a bright spot." 

"Like everybody, some of our products have moved from good, better and best up into the better and best categories with 

the price increases we've taken over the last three or four seasons, but we're backfilling that with new product in the good 

category level. So, right now I would say that the – all the consumers read the same headlines we all do, and they know 

what the situation is like in China and the Far East as far as price increases. And I would think the luxury side of the 

market has been almost has had no impact. The mid-tier levels a little bit more so, and the people – the consumer segment 

that's really had a significant impact would be the lower segment where we really don't play." "I think we're in an 

environment now – certainly, we're planning for it for almost continual price increases season on season, year on year. So 

at the moment, we've got some moderation in oil, in cotton, in rubber. On the other hand, the tuan [sic] (yuan) (55:52) in 

China continues to appreciate at albeit 5% or 6% level, but who knows what the government's going to do there, and 

you've got labor prices continually on the rise in China and other countries that have a developing middle class. So we're 

operating under the assumption that prices are going to continue to go up next season, and they're going to go up the next 

season after that." 

 

 VF Corp. [VF] Earnings Call 7/21/11: "This marks VF's third consecutive quarter of double-digit top line growth 

in an economic environment marked by rampant product cost inflation, weak consumer spending, and fiscal uncertainty 

around the world." "In fact, VF is firing on all cylinders. Domestic revenues, up. International revenues, up. Wholesale 

revenues, up. Direct to consumer revenues, up. All up and all at double-digit rates." "We are approaching the second half 

with some caution, as we face tougher comparisons, and as we wait for consumers' response to higher prices across the 

board." "Additional price increases will take place in the second half as planned. We are very encouraged with what we 

have seen to date and we continue to think we have planned prudently and responsibly for the second half with regard to 

consumer response to pricing. And one final point here; you are obviously all aware of the dramatic reduction in cotton 

prices. The December cost related to the new crop is now just over dollar a pound. What a difference from the two-dollar 

plus levels that we saw earlier this year. Of course this is great news to us. But it's too early to predict the impact on 2012. 

I will say this: it gives us great confidence that our decisions around pricing, particularly for our U.S. jeans businesses, 

have been good ones. Meaning we never contemplated fully offsetting costs with pricing. These were good long-term 

decisions that will benefit our brands for years to come. Of course, more to come on this topic in future reports." "No 

surprises yet. Really early in the fall season, as you rightly called out; things are just getting set now. And we are not 

aware of any changes to anything that we have assumed going into this quarter. So far the price increases that we expected 

to see, we are seeing. And as I said in my comments, the big unknown is how consumers react to the inflation they're 

going to see. And it's not just apparel and footwear inflation; it's gas, it's food, everything is going up for them, and it's 

going to be very interesting to watch how that plays out." "I think everybody is sensitive, though, to the pressure on the 

consumers in their channel. And there are different pressures by channel. There is much more pressure on the mass 

channel consumer than there is on the luxury consumer right now in this environment. And for all the obvious economic 

reasons. So I think the retailers have been really thoughtful about offering the right value for their consumers shopping in 

their channel under their circumstances right now. And we are aligned with that, we believe. Will something change as we 

get into the quarter, into the second half? Could. We are not anticipating, but there is a lot of dialogue around this and 

everybody obviously is going to be watching this very carefully as we get into fall. And as we've said a couple of times in 



the call, so far this year, we have been a little too conservative in the unit volume erosion that we'd anticipated. And I 

would calibrate our conservativeness in the back half equal to the first half. But it's a bigger deal on the back half." 

 

 Hanesbrands [HBI] Earnings Call 7/20/11: "Now let me make a comment or two about the general economic 

trends we're seeing in the U.S. Consumer spending continues to yield mixed results as evidenced by retailer comp store 

sales reports. Strong months follow lackluster months, repeating the trend we have witnessed since the recession. And we 

don't expect changes in this pattern anytime soon. Another trend we are seeing is that retailers more liberal with inventory 

dollars and units appear to be seeing stronger sales and comp results. And lastly, consumers are migrating some of their 

purchases upscale, resulting in mid-tier specialty and department store retailers performing slightly better than the overall 

market. Now turning to our International businesses, we are growing across the Americas and Asia. Asia provided the 

largest dollar growth, with China and India both experiencing over 50% gains." "Now looking ahead, we have instituted 

another price increase in the U.S. retail business for the fourth quarter, which should cover the increases needed as we 

head into 2012." "Well the first thing I know about cotton is it's highly volatile and we're probably going to have to deal 

with that situation for a long time to come. I mean it's dropped about $0.25 just in the last two-and-a-half weeks. Yet it 

was up limit yesterday. So where it's all going to settle out for 2012 is sort of anybody's guess. But you've got it right. The 

2011 cotton is working its way through the supply chain now and the industry in essence bought that between $1.70 and 

$2 and that's going to work its way through retail starting in the fourth quarter and into 2012 possibly as long as up to 

mid-year. When you look at the futures curve right now, 2012 cotton, so delivery for sometime in '12 is actually lower and 

you can it is actually as low as a buck. If it remains that low, we need to wait and see. However, obviously, I think there 

will be things that we'll have to take into consideration for the back half of the year. In fact, we're already starting to talk 

to retailers about how to make sure that lower cotton prices don't adversely affect them from a negative comp perspective 

and us as well, and we're already developing programs to make sure we handle this volatility in a successful manner for 

both of us." "Well, I think clearly the futures curve has changed. I think when I was giving you that, cotton was in that $1 

– the 2012 cotton was in that $1.25 to $1.35 range. I'll be honest, I was surprised that it hit down – went as low as $1. To 

tell you the truth, if it stays at this level, corn and other crops are going to be much more desirable for farmers to plant and 

you're going to see this shift back. Cotton needs to be at least above $1.25 or so for it to maintain acreage relative to other 

crops." "We're clearly seeing our prices go up. You do have some retailers, as they're – as we implemented this price 

increase, and they're coming up on back-to-school and promoted prices. Some of them did choose to maybe not take the 

full increase and then turn around four or five weeks later and actually implement a price decrease due to back-to-school. 

Those are more tactical things rather than sort of in an industry trend. I think it's all retailers' intent to fully price for the 

cost that they're absorbing." "Yeah. So the Innerwear segment is clearly one where you saw the profits down actually Q4 

last year, Q1 this year, and still they were down versus prior year in Q2 although just a little bit. And that's because it was 

starting to feel the effects of inflation, but we actually hadn't been able yet to pass on, fully implement the price increases 

that we needed. And that's start going – that's going to start now turning around and as we've implemented the June price 

increase and then the fourth quarter price increase to offset the further inflation that it's going to see." "Yeah, right now, 

it's right on track where it's doing extremely well. It's at around 75% of our current plans, which it should reach right on 

plan by the end of 2011. What's important to know, though, is we built that building to only be slightly over half full. And 

so our current plans are only to get machinery and equipment through end of 2011. And we've still got a lot of – for the 

path of it, we've got a lot of expansion opportunity and the whole idea was to make sure we built that Asian cluster with 

textiles in Nanjing and sewing in Vietnam and Thailand to not only support growth for the U.S. but actually be the way 

that we can provide low-cost product to build our business in Asia. And those products are starting to flow through that 

supply chain now. It allows us to get really competitive on cost and that's going to continue to expand over time. So we've 

got a lot of opportunity to continue to leverage that entire cluster and continue to lower its costs throughout the years."  

 

 Urban Outfitters [URBN] Earnings Call 8/15/11: "I'm sure you'll hear from a lot of people that the intimates 

business is strong overall; there're parts of the accessories business that is strong overall. And I think apparel, to a certain 

extent, is hit or miss. If I look at Anthropologie, I think we have nine major apparel categories, and I think seven of them 

I'm happy with right now and two of them have work to be done. At Urban, I think we're probably in a slightly better 

place right now, but we don't have quite as many – within the overall assortment, there maybe aren't the highs that 

Anthropologie has, but the lows aren't as significant. So – but clearly, as I said on the last several calls, I think the real 

action is happening for the most part in non-apparel categories. So that's probably what you're seeing." "So the comp-store 

performance improved sequentially in Europe as we went through the quarter and as compared to last quarter. So the 

economic challenges over there are rather pointed as well." "I said, so, and this is quote, "So while we are confident in our 

strategies and believe we have made great executional progress, we remain cautious for the second half, anticipating 

gradual improvements in our comparable sales and financial performance over the balance of the year and into spring 

2012." So I just want to make sure that I'm managing expectations clearly. I think that, Michelle, if you had asked me my 



level of optimism on July 25, I've got to be honest, with regard to Anthropologie, I would have been more optimistic than 

I am today. And what I'm saying is I really need to understand what's kind of gone on in the last ten days, and I can't 

comment on that yet. With regard to the other two brands, I don't, I mean, I think we're pretty much on track. Is it possible 

that Anthropologie could derail our progress? I suppose it's possible, but it's also possible that this is a temporary blip and 

that we'll get back to where we were. I mean, we were – when something is kind of a six-month trend, as Anthropologie 

has been, it's usually when you see something like this, usually it's a hiccup. And I just hope that's true, and when we issue 

the Q, we'll have more insight into that." "I do think there are some competitive issues. I think there's a lot of competitive 

pricing out there. I mean, I shop the stores I'm sure as regularly if not more regularly than you do. I mean, just last week, 

and this is the beginning of fall, there was window after window of save 50% off, save 70% off. And that, I think when 

the product is not right, that has an impact on us. When the product is differentiated and right, I think that impacts us less. 

But we do have to be smart about pricing architecture in the assortment, and we've got to capture the customer's 

imagination. So hope that answers your question." 

 

 Steven Madden [SHOO] Earnings Call 8/7/11: "We're still seeing approximately 5% to 8% increases in our cost 

of goods from Southern China. We continue to work to mitigate these increases by moving production more north in 

China where costs remain lower and to a lesser extent by shifting some production to other countries, such as Mexico. Our 

acquisition of Topline helps with this effort, as Topline is well established in more northern areas of China, with offices in 

Putian and Guangzhou and years of experience sourcing product there. We also continue to raise our prices selectively, 

and so far have not experienced resistance to these price increases." "Yeah. I mean that business continues to be our 

fastest growing business. We were up about 68% year-over-year in net sales international. We were really pleased. We 

launched in the United Arab Emirates earlier this year with the Landmark Group. Obviously, Dubai being the most 

important part of that territory. And we're off to a really, really strong start there. They actually contributed about $1 

million in Q2, which was their first full quarter. So that was great. We're also getting nice growth in, obviously, in Mexico 

and Canada. Israel had a big increase. China continues to do well. So this business, we remain very excited about. We are 

launching in India very soon. I think our first store opens in Mumbai within a couple weeks, and we're planning to have 

five stores open in India by the end of 2011. So we continue to plug away here and feel good about the progress we've 

made." "Well, first of all, I want to say that in terms of the price increases that we're seeing out of Southern China, that 

has stabilized recently which we've been pleased about. For a while, it looked like it was going up inexorably, but we've 

certainly been talking about that 5% to 8% number for a while, and I still think that's the right number. You're right. We 

continue to layer on additional price increases throughout the year. So far, we really have not seen resistance to that. The 

wholesalers certainly are accepting of those price increases. Of course, we still have to see. There's some that we're 

pushing through that we're still waiting on consumer acceptance, but so far we feel pretty good about that." 

 

 Aeropostale [ARO] Earnings Call 8/18/11: "We have faced challenges on multiple levels – macroeconomic, 

competitive, as well as self-inflicted. While we are cautious in our outlook for the remainder of the year and we recognize 

it takes time to regain brand momentum, I am very confident that the strategies we have in place and the tenacity of our 

organization will position us for future growth and success." "While our trends have improved slightly since the second 

quarter, we believe it is prudent to take a cautious view of the third quarter and the remainder of the year, as uncertainty 

surrounding the macroeconomic and competitive environment remains and we continue to work through our 

merchandising initiatives."  

 

 Limited Brands [LTD] Earnings Call 8/18/11: "We continue to expect some impact from increasing cost 

pressures this fall and therefore, our outlook does call for some decline in our merchandise margin rate in 2011." "The 

unique phenomena in the third quarter, particularly, and in the fall, to a lesser extent is, as we talked about, the price 

increases generally are back half weighted to the fall versus the spring, just based on the trend of input increases, 

including cotton and how that sells through inventory, so back half weighted consistent with prior commentary. And 

particularly in the third quarter…our Personal Care and Beauty side of the business mix is light and the Pink business mix 

is heavy in talking about percent of sales." " 

 

 Chico's FAS [CHS] Earnings Call 8/17/11: "With the debt crisis and the subsequent ratings down crease, we did 

see our business soften a bit the last week of July and the first week of August. Quarter-to-date, as reported on our 

Executive Sales Flash, our total net sales are at a 14% increase, and our comp sales are at a 7.3% increase. However, over 

the last few days, we have seen better trends returning to the momentum that we had in the second quarter. This again, is a 

flash in time two weeks into the quarter and is not a projection or guidance." "I think that when I look back at our 

historical performance, we do have a history of falling off in the third quarter and fourth quarter, primarily in Chico's, 

because it's a store that's really just for her. And as a result of that, something happens I think in the November timeframe, 



when basically she shops for other people and not for her. So it has been a challenge for us internally to make the fourth 

quarter more important. On the other hand, with respect to the other two brands, White House, the fourth quarter is more 

meaningful, and certainly Soma, it's what you would expect a traditional fourth quarter spike in retail." "I think from a 

costing perspective, I think as cotton prices has softened a little bit, we have actually gone back and renegotiated pricing 

and taken a little bit of relief. So when I thought that in some cases we were going to be down slightly on IMU, we are 

narrowing that gap for the balance of fall season. The Connor relationship, I think they're an important player with us, as 

we branch out into certain other countries away from China, in particular India, they're certainly a player. And it's a 

constantly evolving relationship, just as it is with perhaps some other potential sources in India in the Chennai and 

Bangalore regions."  

 

 Abercrombie & Fitch [ANF] Earnings Call 8/17/11: "We are pleased that our results for the quarter continued to 

reflect strong momentum, both in the U.S. and Europe. For a third consecutive quarter, our sales were up more than 20%." 

"Turning to Japan, our business there remains challenged, with Ginza comping negatively through the quarter. We remain 

cautious on Japan while we work to identify and address the underlying issues. Our Canadian business is also not where 

we would like it to be, although it continues to operate at a healthy profit level, and we believe the sales trend in Canada is 

more readily addressable." "I think we've long said that we were talking about double-digit cost increases in the back half 

of the year, and actually starting late in the second quarter. As Mike said earlier, the reaction to price increases, which for 

us have not yet fully gone into effect, remains unclear, and it's certainly too early for us to add a lot of color to that. So I'm 

not sure beyond what we've already said that there's really a whole lot of additional color we can provide at this point. 

Clearly, as we go through this quarter in particular, we'll have a greater sense of that." "We've got price increases in the 

mix, which we clearly said it's too early for us to say what the reaction to that is going to be. We've got a possibility of a 

slowing economy, a potential double-dip recession, which obviously could impact our business, and, again, I think it's too 

early to say on that yet, but clearly that has increased in terms of the likelihood over the last couple of months." "I don't 

think we're seeing anything about the economy that is any different to anybody else. It's something that everyone is 

obviously more mindful of today than they were in the past." "We would see cotton specifically, if things stay kind of 

where they are today, becoming a tailwind in the sort of middle part of the second quarter of next year. Again, we got 

some very favorable costing in the first- well, not very favorable. We got favorable costing in the first quarter of this year 

before the cotton increases had really taken effect, at least for us, and then it started to come in much more significantly in 

the second quarter and through the back half of the year. So if everything stayed the same, today, then we would expect 

that to become a tailwind in the middle of the second quarter of next year, but as I said earlier, there are still other 

inflationary pressures which aren't abating or turning, mostly notably labor costs." 

 

 Coach [COH] Earnings Call 8/2/11: "We estimate that the addressable U.S. Women's Handbag and Accessory 

category rose 5% to 10% during our fiscal fourth quarter. Over the same period, Coach's Bag and Accessory sales rose 

about 14% across all channels in North America, including in our own stores. For the fiscal year ended June, we estimate 

that the Addressable category rose about 10% to  approximately $9.3 billion, while Coach's North American Bag and 

Accessory sales rose 14% across all channels and 17% in our own stores over the same period. Separately, it's worth 

noting our customers' outlook for the economy has been stable over the last few quarters, with a third of those surveyed 

still believing that the U.S. economy is improving. Her intention to purchase Coach remains high, with over two-thirds of 

consumers surveyed noting they probably or definitely would purchase a Coach product in the next 12 months." "In Japan, 

the overall consumer market remains very challenging, and the category continues to contract. Our focus continues to be 

on gaining market share and we have done this quite well in our core Women's business. As discussed, we're now also 

focusing on Men's, where we have seen early success. During FY '12, we expect to open about 15 net new locations in 

Japan, nearly all of them dedicated Men's doors. In total, we expect the net square footage growth in Japan will increase 

by about 10% this year compared to about 3% last year. Finally, beyond our directly owned international businesses in 

Japan, China and now Singapore, we do have significant and growing distributor run businesses in other Asian countries. 

We're also pleased to announce distribution agreements to open the first Coach stores in Brazil, which are expected to 

open next spring and in Vietnam, with the first openings expected late this calendar year. During FY '12, we expect to 

open between 35 to 40 net new international wholesale locations, bringing our total number to nearly 250." "We do 

believe that the quarter just reported is likely the low point, and we feel that we can continue to deliver margin rates 

similar to '10 and '11 for FY '12, with some gradual upside improvement in the out years, and that's in spite of continued 

sourcing pressures, the most worrisome of which is wage inflation in China. As we've talked about, we're at the beginning 

of a very aggressive program to move 50% of our units produced out of China, and while it's early days, we're ahead of 

schedule on this one and we'll continue to battle it as we're now actually hearing some rumblings of wage inflation 

elsewhere. But in terms of materials, our design, merchandizing, sourcing teams have done just a remarkable job in 

designing into cost and counter sourcing, and of course, our cost of materials are not as dramatically impacted as some of 



the apparel brands you might be following. And we do feel like as we move into the second half of the year, we'll be 

anniversarying the worst of the material cost inflation." "…over 85% of our production will be coming out of China this 

year." 

 

 DSW [DSW] Earnings Call 8/30/11: “Look at the front page of the Wall Street Journal today, you see the 

continuing aftermath of Irene. Look at page three of the Wall Street Journal today, it talks about consumer sentiment. I 

mean, there's lots of uncertainty out there and one thing this company has proven is that it's pretty nimble and it can chase 

business trends that develop.” “I would tell you that every month in the second quarter was very strong. So, there wasn't a 

particular month that contributed more than the others significantly. Now, over the last six weeks, even if we gave that 

information, August is much smaller than September and October, I think September and October historically have been 

over 50% larger than August. We're not necessarily a back-to-school business. So, even if we gave you that information 

on the last six weeks, it wouldn't be a good thing to extrapolate on, so traditionally we have not reported that and even if 

we did it would be perhaps misleading. Same thing goes for February it's the time coming into the season, but March and 

April are the timeframes that really matter.” “But now we're up against another point of inflection and we've got to prove 

our ability to comp on top of that again and that's why we're taking what we hope is a conservative view of the fall. So, 

we'll just have to see how that plays out, but given that we're another year – we're into the third year of comp challenges, 

that's why we're taking a conservative view, not to mention the fact that there's a good deal of uncertainty out there right 

now, whether it's the debt ceiling, which will be debated again in the months to come, or it's consumer sentiment, or it's 

confidence, or it's unemployment, or it's housing, or whatever, we've got tons of uncertainty out there. So, that's why we 

think it's prudent to take a conservative view, but again, this is another nervous time, just like it was a year ago, we passed 

the hurdle a year ago, we'll see if we can pass the hurdle again this year.”  

 

 Shoe Carnival [SCVL] Earnings Call 8/25/11: "Our performance in the second quarter of 2011 quite simply fell 

short of our expectations. Sales were impacted by a decline in customer traffic, which we believe was due, in part, to 

inclement weather conditions in many of our markets early and again late in the quarter. Additionally, we were up against 

a record second quarter results achieved last year including an 8.3% comparable store increase that was driven by higher 

price toning footwear." "Now focusing on our outlook for the third quarter, for the month of August we are seeing a 

definitive increase in traffic trends, which has helped us to generate a 6% comparable store sales increase to date. I have 

said many times, and I continue to believe that when consumers have a need to buy such as the back-to-school period, 

they are increasingly shopping Shoe Carnival for the right product assortment, for the entire family at a compelling value. 

Despite the economic headwinds impacting consumer discretionary spending today, we are pleased with our sales results 

thus for. Although we are planning the second half of the quarter slightly more conservatively with September and 

October comp store sales increases up between 1% and 3%, we could see some upside if we get a normal transition in fall 

weather patterns. This is particularly true in the boot category, which in certain classifications is showing some nice 

increases versus expectations." "Our current plan for 2011 includes opening a total of 17 new stores and closing four. 

Year-to-date through the second quarter, we have opened nine and closed two." "…as I said, in our – in my prepared 

remarks, we are seeing an increase in price so far, we saw a 3.3% increase in the price, average unit price for second 

quarter, that's footwear only by the way and we are seeing an increase in price about the same trend or slightly higher than 

that so far in the third quarter. So whether you want to call it no price resistance, I don't know if you can call it that as 

promotional as this back-to-school period has been, but we're certainly able to realize the price that we're shooting for, 

so." "As we moved into the third quarter, however, it's almost like somebody turned the light switch on at the beginning of 

August. Once we got through that period from last year with the toning sale, once we got through that this year and moved 

into the August time period, our traffic started to solidify and our traffic patterns started to solidify and our sales took off, 

prices increased and consequently gross margin increased. So we're pretty happy with the way the back-to-school period 

has progressed." "…that's actually what happened. It was choppy, and it was tougher in May when we had those – all 

those storms going through and all the tornadic activity. June got better and in fact June was positive, small positive comp 

store increase and then July fell back to negative comps. Again, we think it's partly – I don't want to blame the weather on 

everything, but when you take a look at the really unusual weather patterns that we've had across, particularly our areas in 

the Midwest, South, Southeast, I think it did have an impact on it, but importantly we had that big toning sale in July of 

last year that I really think impacted business especially toward the latter part of July." "I think that if we see a normal 

weather transaction which plays a big part in the sale of all product that we could see some upside of that. Now, that's 

been – I mean, there is a lot of uncertainty in the economy right now. So if I could predict what Congress is going to do 

next, or what the Fed is going to do next or what the consumer is going to think about what Congress or Fed or all that – 

all those things that are going on right now, that affect consumer sentiment, I could be a little bit more confident in that 

1% to 3%, but like I've said before when you have a change in seasons, the big impact on business is driven by the 



weather change as well. So if we see a change into fall weather on a normalized period then I think we can see some 

upside to that 1% to 3%."  

 

 True Religion Apparel [TRLG] Earnings Call 7/28/11: "With that, just a comment on the outlook for the year. 

As we look at the remainder of the year, our outlook has not changed much from when we started the year. As a reminder, 

we stated on our last call that the third quarter's earnings would be roughly consistent with the third quarter of 2010 and 

the fourth quarter's earnings had the potential to be higher than a year ago. One change to our outlook is that sales to the 

majors are expected to be below our budget in the second half of 2011, so we are not looking for continued – so we are 

now looking for continued decline in the back half of the year similar to what we saw in the first half." "But I think you 

will see certain department stores are taking a stance and developing a new concept to draw the consumer into their stores 

and they know that denim and denim-related sportswear has always been a money-maker for them. But they have to 

reinvent themselves because they've kind of gone south and said, forget the $250 to $350 jeans. I want $150 jean in my 

store. And that's very hard to get that from us. We're a premium brand. We make a lot of our products right here in the 

USA. All of the men's and women's bottoms are made here, right in our backyard. And it costs a lot of money to make 

here in Los Angeles. And we do buy imported fabrics and cotton prices have soared. There is a lot of things going on in 

the world today and I just think that in the future you'll see a reemergence within the department stores of premium denim 

brands such as ourselves coming back to life once they feel that it is really important to their business to do that."  

 

 American Eagle Outfitters [AEO] Earnings Call 8/24/11: "As we all know, the lack of economic recovery has 

created a persistently challenging retail environment." "Overall, though, our promotional activity was planned and well 

controlled. However, as expected, higher cotton prices pressured margins and will continue to do so in the second half of 

the year. There are several indications that the cost of cotton is stabilizing." "This summer, we saw strength in shorts and 

pants and continued to be a strong bottoms brand for our demographic. In tops, we are focused on getting the right mix of 

core items in fashion. We are seeing nice progress this back-to-school season, which we expect to continue into fall and 

holiday." "We're very selective where we try to raise prices. Remember, we're the big brand. We have a strong customer 

base, and our customer base doesn't have a lot of money. We have to be very careful that we don't raise prices and lose our 

following. Value pricing for us is critically important. And the cost of cotton increase is a short-term phenomenon which 

will go away, it looks like, for next year. So we've been very careful in raising prices. We've only done it where we think 

we can benefit, and there we have."  

 

 Gap Inc. [GPS] Earnings Call 8/18/11: "So first on the international front, we just recently opened our sixth store 

in China, and we're excited about that. We have ten more stores to open between now and the end of the year, with the key 

of those ten store openings being a major flagship in Hong Kong, and also something that's different I think from the last 

conference call we had. We were pretty much set on opening only in three cities in 2011, Shanghai, Beijing, and Hong 

Kong. We've now made the decision since we've been presented incredible opportunities, we're going to open up in two 

incremental cities in 2011, Tianjin and Hangzhou." "Domestically prior to coming into 2011, we had not negative comped 

for six quarters in a row. That's good. And we're really not off to the kind of start that we feel good about so far in 2011. 

Granted, there have been huge fluctuations in input cost. And yes, the economy in the U.S. has been a little lumpy in the 

last six months. But here's what I tell everybody internally, and I mean it. There's business out there. There is business out 

there in the U.S. market. And I look at other retailers, other brands, not everybody, but certain ones that I watch closely, 

and there's business out there." "Okay, there has been a lot of mixed economic news. And there was a bag full of mixed 

economic news today, and there are issues across the pond which affect the stock markets here in the United States. So 

we're certainly thinking the sentiment in the back half relative to the first half will be neutral at best, so it will be a similar 

sentiment from a consumer perspective. We are certainly nowhere near that it's going to be an improving sentiment we'll 

be – had to operate in and compete in, in the first half. If you were advised to lean on one side or the other, I'd say it's 

more likely to be slightly more negative from a sentiment perspective in consumers in the United States. I'm not speaking 

globally right now, just in our own country, which is a significant part of our business. More likely to be slightly negative 

than it was in the first half, but we'll see how things progress over the next number of months, and all keeping our fingers 

crossed that good decisions get made, and that better economic data comes forward and that maybe the holiday season 

could be slightly positive, but we're not counting on it right now." "But initially, the first things we wanted to do was deal 

directly with mills as opposed to just vendors. I guess in our defense, for the better part of two decades, with the fabric 

pricing being pretty constant for the most part because our number one commodity price was constant, the negotiations 

that really took place were between vendors and through vendor relationships. But as the commodity prices went up and 

yarn pricing went up, we were probably less quick as we should have been to deal directly with mills. And that's – going 

forward, we've made some changes to that in the new year, for the New Year buy. We made some changes to that three 

months ago, and we're going to continue to make more changes with direct mill relationships." 



 

 Brown Shoe [BWS] Earnings Call 8/25/11: "For Famous Footwear, sales were down slightly with toning playing 

the largest role in this decline. Excluding toning, in both the second quarter of 2011 and 2010, that would have resulted in 

a 3.2% improvement in sales this year and on a same-store basis, year-over-year sales excluding toning were up 3.9%." 

"I'd also like to stress that we have our eyes wide open regarding the macro challenges we face in the back half of the year 

as well. However, at this point, I'm almost more concerned about the unknown such as the global unrest, and the unstable 

U.S. fiscal policy versus the known, which we've been battling for a while now, the increases in labor cost, freight, and 

leather and petroleum costs. And we're fortunate here at Brown that we can actually see how the consumer is shopping 

across multiple channels of distribution. And we can certainly see at the designer and luxury end that consumer continues 

to be robust at the middle part of the market, little softer, and clearly, those consumers that are really faced with 

unemployment and are shopping in the mass channels are clearly struggling. So, with this in mind, we're already really 

working to provide an offset against these areas." "We're actually – Chinese New Year is a bit early this year, so we're 

really working hard to make sure that we get orders in and placed so that it will not impact the consumer, and get the 

goods out in January. So, early read right now is still facing some inflation there, pretty much consistent with what we've 

been saying, anywhere from the 5% to 10% increase, depending on the kind of brand that you're talking about. So, that's 

what we've been seeing, and the type of product that we have too; it depends." "Yeah. Well, I think our customer is 

influenced by a lot of things. I think – again, we're in that middle market and I think it's a little bit more of a budgeting 

thing for them. They have to figure out how they afford all these things at this time, of year when the news isn't so good, 

maybe their individual situation might be – have deteriorated from a year ago." 

 

 J. Crew [JCG] Earnings Call 9/1/11: "You know it's interesting, we've heard a lot of conversation on calls, and in 

the press in terms of other retailers speaking in terms of volatility in that business, as it relates to the volatility in the 

market. I mean, for us, we really don't see a day-to-day reaction in our business to the market. Obviously, we all know that 

over a period of time, these market movements will at some point impact consumer confidence, which is not good for 

anybody, but on a day-to-day basis, we do not see it impact our business." "Well, I'll touch on Irene for a second. Our 

back-to-school is not as big it is us as for other players. With respect to Irene, we had over 100 stores impacted over the 

period of time, whether that be though full store closures, partial closures, or late openings. The impact was small and 

certainly, we'll not have an impact on the results in Q3." 

 

 Jos A Bank Clothiers [JOSB] Earnings Call 9/1/11: "Sales of suits, dress shirts, other tailored clothing and 

sportswear were all up in the quarter. The seasonal items, particularly in sportswear, which got off to a slow start in Q1, 

were targeted with promotional pricing in Q2 with successful results that not only contributed to the sales and margin 

dollar results, but also sold through inventory that could have become a liability later." "Comp store sales were up in all 

three months of the quarter. August comp store sales were also up, but the trend became more difficult with the turmoil in 

the stock market followed by the hurricane. Our general sense is that our existing customers are still buying slightly less, 

but we are attracting enough new customers to make up the difference. Traffic was up in the quarter, but both items per 

transaction and average transaction value were down. The customer is still price-sensitive and value-driven." "We have 

been seeing significant cost price inflation, which will manifest itself in higher product costs later this year, particularly in 

raw materials such as cotton and wool. Long staple cotton prices have been the most volatile and remain higher year-over-

year looking out into spring of 2012, but the rate of increases is moderated recently and even some reversals from the 

peaks are being seen. Recently, wool prices have also been increasing." "Frankly, I'm always worried about the consumer 

state of mind in the fall going into the holiday season, every year. The fact of the matter is that we always keep a finger on 

the consumer's pulse, and then we respond quickly in many different ways when we feel a change. Our history shows that 

our ability to react to changing circumstances has driven really good results through many different cycles of consumer 

confidence." 

 

              Bakers Footwear Group [BKRS] Earnings Call 9/13/11: "Our customers responded favorably to our 

assortments with our comparable store sales gains led by double-digit gains in closed footwear in all categories." "…we 

expect to generate increased comparable store sales and gross margins in the third and fourth quarters even as we absorb 

higher sourcing costs." "No, we have changed our markdown cadence significantly. We are moving to what I call two big 

clearances, one in the summer and one after Christmas, and two small clearances in the mid-season. And that's somewhat 

different from the five clearances that we've had. We believe this, combined with more aggressive promotions, reduces 

the amount of shoes on clearance, which is the deepest markdown that we have. We think that that will actually raise 

gross margins dollars. It's had that effect so far in the first 90 days since we've implemented it. And the effect in the third 

quarter I don't think is material from the point of view of markdowns taken compared to other quarters because the 

summer clearances, a lot of it's in the third quarter, as well as that mid-season sale." "The hurricane was like a – the 



hurricane in the Northeast, which of course was – really hurt business in August and the first day of September, was like a 

wakeup call that summer was over and fall has begun. And since that day, it's been – the comps have changed. So that was 

almost a fortuitous weather event." 

 

HOUSING/CONSTRUCTION 

 

 United Rentals [URI] Earnings Call 7/20/11: "Non-residential construction for the U. S. year-to-date is still 

declining from 2010, with May being particularly weak in terms of construction starts. Now, other indicators like the 

Architecture Billings Index are reflecting the choppiness that seems to be the main characteristic of this recovery. And the 

ABI has bumped around between 47 and 50 since January; it's slightly better than last year, but overall still disappointing. 

And the industrial sector is doing better both in the U. S. and Canada.” “Last year, monthly rentals was 69.6% in the 

quarter, and this year, they are at 72.8% up very nicely.” “So I wouldn't say that there is anything that gives us concern 

about the second half. We're mindful of the fact that the second half last year in addition to being strong utilization 

environment was a strong rate environment for us. We had rates marching up continuously through the second half last 

year, and so the comps do get tougher, just as a matter of history. So, that's what we're thinking about.” 

 

 Toll Brothers [TOL] Earnings Call 8/24/11: "Consumer confidence is still weak and the housing sector remains 

in a fragile state. The nation's economy continues to suffer from the lack of jobs in housing construction and the related 

manufacturing and service sectors that a decent new home market would typically generate. Housing construction is a 

primary job creator for those Americans who are now suffering among the highest levels of unemployment in the current 

recession. We all know that housing got us into the mess and most of us recognized that only new construction will get us 

out of the mess. Many people that work in new construction unfortunately are not fungible with the rest of the economy. 

They do not fit easily into other parts of the job market. Our sales have gained some traction but are terribly inhibited by 

the negative feeling coming out of the budget crisis, and now the stock market gyrations. Most of all, however, confidence 

in new housing takes a hit from the uncertainty of loan limits, mortgage deductions, Fannie, Freddie, et cetera." "Texas 

has done very well through the quarter. It's a bright spot in our company, along with of course, we talked about City 

Living. Florida East grew primarily because of a new community that we brought online, which had good sales through 

the spring. But again, the best action still tends to be Washington, D.C. up through Boston, with the exception for us of 

what we call New York Metro, which is not City Living and sadly, it's not Westchester County, but it's up in Fishkill. So 

it's a little bit of a tougher market and that has not performed as well as the other markets from Virginia up through 

Boston. And as we mentioned before, Maryland and Virginia have softened a bit, primarily because of what's going on in 

Washington, D.C. And then when you get out of the Mid-Atlantic, Northeast, I mentioned Texas as being the other bright 

spot. And we've also been pretty happy with Charlotte, although it's very small. and Raleigh at times through the quarter 

has done well. That's pretty much it for the roundup." "We will not be selling homes like Joseph Banks sells suits with a 

deal every week that's repackaged. What happens is the client understands that it's good for a couple of weeks. They also 

understand that it's not the local project manager making it up, but it's Kohler and Andersen Windows and our flooring 

company and Whirlpool appliances and everybody else, and it's out of our control. It goes away. And that helps us greatly 

in terms of creating that urgency and we've been successful now for a couple of years in doing that." 

 

 PulteGroup Inc. [PHM] Earnings Call 7/28/11: "More than the often cited excess of supply of existing housing 

stock in the market, we view the lack of demand as a bigger issue hurting the industry today. Simply put, we need more 

jobs and better consumer confidence before a meaningful recovery can occur. Given this as a backdrop, we'll take it as a 

positive that demand remains flat. The less positive news is that the industry is operating at very low levels of production 

with single-family starts around 400,000 and new home sales of roughly 300,000." "On a year-over-year basis sign-ups in 

our East area were up 3% with continued strength in the greater Washington, D.C. and Northern Virginia market and 

continuing North into Pennsylvania, Delaware Valley, and New York/New Jersey metro areas. South into Tennessee, the 

Carolinas and Georgia were down slightly to last year, but the weakness was found primarily in April so this looks to be 

tax credit related in comparing against 2010. Our Gulf Coast operations recorded a 14% increase in sign-ups with good 

demand throughout Florida and Texas. Through the first half of 2011, we have been pleasantly surprised by the overall 

strength in Florida relative to expectations, although we still sense it may be more related to our company's specific land 

positions than a general market recovery. Our newly configured West area continued to face difficult demand conditions 

with sign-ups down 12%. Strong demand in smaller Midwest and Pacific Northwest markets couldn't offset ongoing 

weakness in California and Arizona. Again, much of the year-over-year decline was driven by April's results and last 

year's tax credit. Beyond that dynamic, demand across most of the markets was fairly stable through the quarter. Having 

the business showing clear signs of stability is certainly a positive, but and I think we all recognize that the broader 

economy has to rally in order for demand to realize a meaningful recovery." "Foreclosure inventory is going to stay high. 



So what's going to happen in all likelihood is when there is a little better consumer confidence environment, you'll see 

demand pick up. Probably you'll see supply decrease at the same time. But we've got a real consumer confidence issue 

today and I guess pick your poison, whether you think it's supply or whether you think it's demand. We continue to 

believe that in the new home industry we have pared back construction so aggressively it's clearly not a problem today, 

new home construction, and we are not overbuilt today overall. So our view is that if you get consumer confidence back a 

little bit, it can meaningfully impact demand, which I guess to your point will take supply down. So I see your point. 

That's just the way we're looking at it." 

 

 Hovnanian Enterprises [HOV] Earnings Call 9/8/11: "The pace of improvements lessened in August of 2011, 

when we reported 384 net contracts, which was slightly more than to 377 we had in August of 2010, but less than the 437 

net contracts in July of 2011. There were several primary reasons for the shift. First, during August of 2010, sales did start 

to increase from the dismal levels we saw in June and July last year after the tax credit expiration. However, during 

August this year, homebuyer confidence was clearly affected by the extreme stock market volatility and the federal debt 

ceiling battle. Compounding the problem was Hurricane Irene, which impacted many of our markets. In fact, our New 

Jersey division office did not regain power for about five days. However, much of the year-over-year and sequential 

differential is due to the fact that August 2010 and July of 2011, those comparison months, had the benefit of five 

weekends, compared to just four weekends in August of this year. Because the vast majority of our sales occur during the 

weekend, slide six illustrates the impact of the number of weekends in a month, and how it can affect our sales level." 

"August sales this year were short of our expectations and current market conditions do feel somewhat weaker than they 

did earlier in the quarter." "Given the recent stock market, turmoil and volatility, Hurricane Irene and pricing pressures, 

we now expect to be either at or slightly less than the low end of the range for deliveries, revenues and gross margin." "I 

would say that one thing I would point out is we're concerned about the macroeconomics that are going on and some of 

the things that Ara mentioned, stock market volatility that drives consumer confidence. Even if they're not a big stock 

market investor, certainly settling the debt crisis that U.S. faced, and so on has an impact on consumer confidence. Having 

said that, during the month of August, our weekly sales pace was equal to the weekly sales pace that we had been seeing 

in the prior two to three months during the quarter just ended. We're concerned about the impact that the lower loan limits 

may have, primarily on home prices rather than on sales pace. But I think, overall, we're still pretty comfortable that 

because last year's fourth quarter still had some negative impact from the exploration of the tax credit a year ago with the 

community count growth and kind of what our current sales pace has been, even in spite of some of those macroeconomic 

events during the month of August, that we're still comfortable that we're going to show improvement."  

 

Lennar Corp. [LEN] Earnings Call 9/19/11: "Throughout our third quarter, we continue to see evidence that consumer is 

beginning to return in earnest to the Home Building market. Although sales price and pace are still under pressure, traffic 

trends have continued to improve and real traditional primary purchasers with a real desire to purchase are showing up. 

The combination of home prices that have dropped to attractive levels across the country, together with interest rates on 

30-year loans that are at historic lows, has made the prospect of home ownership both compelling and widely affordable. 

In addition, increases in rental rates that consumers are feeling and seeing in many markets are driving people to consider 

the stability of home ownership, as it relates to housing costs over years. Finally, the millions of Americans that have 

either moved home, found a roommate or otherwise postponed forming a new household are beginning to consider their 

living accommodations and options abound today and they are affordable. Demand remained constrained however by the 

availability of financing and general consumer confidence. Mortgage financing is still only available to the most credit-

worthy purchasers, and an already skittish customer is being driven away from the purchase by a burdensome and 

invasive mortgage qualification process, together with a mountain of paper work and never-ending reverifications. 

There has been a clear overcorrection that has taken place in the lending markets as the ability for buyers to actually get 

loans is limited at best. The government remains the primary financing resource in the housing market. FHA/VA, Fannie 

and Freddie are the primary drivers of the housing finance market, but are constrained by government oversight and 

mandate that is risk adverse and primarily focused on the preservation of the existing capital." "And while there is of 

course virtue in being risk adverse, the logical expansion of where we are is that we make only one loan for $200,000 to 

Warren Buffett and we will never have a default. Unfortunately, we will also not have much of a housing market." 

"Fortunately, there is a growing awareness in the government today that the economy and jobs are not likely to recover 

without a recovery in housing. I've spent a considerable amount of time recently with members of the government and I'm 

seeing a change in attitude and focus. As home prices have continued to fly and foreclosures have risen, there's a growing 

awareness that restricting credit at this time is not prudent. Policies to-date have not worked and we're starting to see the 

government reach out to a broad spectrum of industry thinkers for ideas and information on how to stabilize and stimulate 

housing. It seems that this is part of a process. It is slow and frustrating for sure, but trial and error will ultimately give 

way to the right answers. I believe that the lending log jam will ultimately be unlocked and there as lenders begin to lend 



again to appropriate underwriting standards and they will, demand will be unlocked and in turn increased sales together 

with positive press will create much needed urgency and unlock consumer confidence in the housing sector." "…let me 

say generally, the answer is we're still seeing building strength in terms of people coming in, looking and having an in-

earnest desire to be a purchaser, but given the economic turmoil, it's certainly kind of a rocky ground right now. But I 

think that the trend is generally in the upward direction. I think that market forces are working the way they're supposed to 

in that these low prices and low interest rates are really piquing people's interests and getting them to think about the long-

term cost of their living conditions. Rental rates going up is getting people thinking about the value of a 30-year fixed rate 

mortgage, particularly at today's interest rates. And we're clearly seeing people come in that are rethinking the home 

purchase opportunity."  

 

RETAIL 

 

 Tractor Supply Corp. [TSCO] Earnings Call 7/20/11: "As a result we've been able to pass through pricing 

increases while maintaining or gaining market share as we managed through this inflationary period. Consistent with prior 

quarters, these nondiscretionary items drove traffic and sales across all eight regions. Our results reflect that we become 

less reliant on seasonal big ticket items. Seasonal weather was a headwind early in the quarter for the seasonal items and 

drought conditions in the South affected approximately one-third of our store base. Accordingly, there was limited 

demand for outdoor power equipment and reduced demand for repair and maintenance sales in certain areas. However, we 

are pleased that in regions where we experienced normalized weather patterns that our repair and maintenance 

performance was strong.” “We anticipate that we will continue to have inflationary pressures throughout the year. Our 

full-year inflation assumption remains at 1% to 3%. We will begin to cycle against a less deflationary period in the fourth 

quarter, and thus, we anticipate that inflation will be closer to the lower end of the range and will have less of an impact 

on the top line in the fourth quarter than the second and third quarters.” “Well, let me add a little bit to that. If we look at 

the northern parts of our company, where the grass got green eventually, and has stayed green, even in the OPE category, 

we're actually pleased with the performance. Obviously as you get into the drought areas, that is not the case. But we 

really see more relationship between the weather and demand on big-ticket discretionary than we do anything coming 

from consumer sentiment.” “And one of the driving forces there that is not a large part of our business, but it is out in 

other industries, is cotton. Cotton is probably the most extreme of the increases. We've been seeing some increases across 

the last several quarters within grain and within of course oil products, but cotton will be the one question mark as we get 

into the third quarter, and then things will start to drop back down, I believe.” 

 

 Wal-Mart [WMT] Earnings Call 8/16/11: "Total U.S. comp sales, without fuel, were flat for the 13-week 

period. Sam's Club comps, without fuel, were up 5%, right at the top of the guidance for the period. And Walmart U.S. 

delivered comp sales within guidance at negative 0.9%. International reported net sales of $30 billion, a strong 16.2% 

increase." "Comps have improved sequentially month-to-month within the quarter. In fact, this was the best quarterly 

performance since the third quarter of fiscal 2010. The goal of the Walmart U.S. team remains positive comps by year-

end." "I've recently observed several consumer focus groups, and it's clear that many consumers are still struggling. 

They're trading down to stretch their budgets, buying lower price brand of detergent, moving from branded canned goods 

to private label and purchasing half gallons of milk instead of gallons. That's why we are laser focused on investing in 

price to help our customers." "Grocery and Health and Wellness, which represent two-thirds of our sales revenue, 

continue to deliver positive comps. We also saw trend improvements in all other businesses, except Entertainment." "The 

economy remains challenging for our core customers. Customers are still consolidating trips due to higher year-over-year 

gas prices. The swings in sales due to paycheck cycles remain pronounced and our stores must staff and stock for the 

volatility, both up and down. We also have seen an increase in the number of customers relying on government assistance 

for food and necessities for their family." "While we saw an increase in grocery inflation of approximately 3.5% during 

the quarter, customers remain under continued pressure and are trading down to lower price points and smaller pack sizes, 

as well as opting out of discretionary purchases. As a result, we're seeing minimal pass-through of inflation to sales. Food 

inflation has replaced gasoline price as the most important household expense concern. In addition, more than 15% of 

Walmart moms in our monthly survey had experienced the loss of a household wage earner's job in the last year. Almost 

40% of these Walmart moms indicate they're holding off or eliminating items they would normally buy, reinforcing the 

need for us to drive Every Day Low Price. Moms of all income levels showed a drop in confidence over the last year, with 

middle income moms showing the greatest drop. Our Health and Wellness business again delivered a low single-digit 

positive comp, driven by the strength of our Prescription business." "Overall, Apparel comps declined in the mid-single 

digits during second quarter, which includes approximately 300 basis points improvement from the first quarter." "Comp 

sales for Home declined in the mid-single digits for the quarter." "Based on the start of August sales, we're confident that 

our plans are working and we'll see ongoing sales improvement. We expect comp sales for the 13-week period from July 



30 through October 28 to be between minus 1% and plus 1%. Last year's third quarter 13-week comp was negative 1.3%. 

The timing of our calendar ending on Friday means a large portion of the Halloween sales could fall into the fourth 

quarter period. We still remain concerned about the increased economic pressure on our customers and the uncertain 

impact it will have on their shopping behavior." "Mexico, the U.K., Canada, Brazil and China provided the strongest net 

sales growth in the second quarter. As a percentage of sales, Walmart International's second quarter constant currency 

gross profit margin and other income was flat to last year." "Economic indicators suggest that 2011 will remain a 

challenging year for our U.K. consumers…" "Moving to Asia, Japan's constant currency sales declined in the second 

fiscal quarter, but operating income grew when compared to last year. Japan's second quarter results include the effects of 

the March 2011 natural disasters, which continue to affect the entire country in many ways, such as brown-outs, food 

shortages and contamination fears. Three of our stores in Japan have yet to reopen. According to statistics released by the 

Japanese Ministry of the Economy, Trade and Industry, or METI, overall supermarket comparable sales for the second 

quarter declined by 1.7% from last year. When comparing our performance to these METI results, our comp performance 

continues to stay ahead of other large-scale retailers in Japan." "While Walmart China sales continued to grow in the 

second quarter, the sales growth was not enough to offset the increase in expenses." "In the second quarter, we had solid 

sales growth in International and Sam's, and we're progressing in Walmart U.S." 

 

 Saks [SKS] Earnings Call 8/16/11: "Through the second quarter our customers remained confident and continue 

to respond to our differentiated merchandise service initiatives and creative marketing. With the recent increased volatility 

and downturn in the financial markets and the overall uncertain in the macroeconomic environment, we're approaching the 

qualities in a bit more cautiously and we'll continue to be very strategic with our expense capital and inventory spending, 

making investments in areas with most potential for profitable growth." "I've often commented that the strength of our 

business is correlated to the strength in the financial markets. This isn't a day-to-day or week-by-week correlation and 

temporary dips in the equity and fixed income market don't seem to have a material impact on our business. Conversely, 

severe market corrections or prolonged downturn have historically negatively affected us. Having said this while we 

normally don't make comments on sales performance mid month. Given the market volatility and economic uncertainty, 

I'll note that to-date our August comp stores sales are in line with our comp sales forecast for the fall season." "We have 

been weaning ourselves off of promotion. If you look at the first half of the year, we saw the substantial comp sales 

increase despite a reduction in the amount of promotion that we've done and you're going to continue to see that going 

into the fall season." "To start with your comments on to the store closures, as you know over the last year and half we 

closed seven stores and I think overtime you are going to see a few more stores closing. I don't think it's going to be a 

large number in the near-term." 

 

 Lowe's [LOW] Earnings Call 8/15/11: "Our second quarter consumer survey indicates that high fuel prices 

remain at the top consumer's minds as they consider future spending plans. However, recent headlines regarding slowing 

growth and the U.S. credit rating downgrade underscore the continued weakness in the U.S. economy. The volume of 

negative news and the unsettling impact on equity markets is having a significant effect on an already fragile consumer 

mindset. More specifically, with regard to home improvement spending, consumers continue to focus on small ticket, less 

than $500 repair and maintenance items and projects. Even after taking into account the challenges of the macro 

environment, we're still not pleased with our performance this year. For both do-it-yourself and commercial business 

customers we must drive more trips, close more sales and build bigger baskets." "Today's announcement regarding the 

closing of seven stores is an example. Closing under-performing stores is always a tough decision given the impact on 

hard-working employees and the local communities, but it was a fiscally responsible decision…" "Comp performance in 

the Gulf Coast region was significantly lower than the company average as extreme heat and severe drought dampened 

sales of outdoor products, most notably outdoor power equipment, nursery and lawn and landscape. We observed large 

regional swings in these categories but most significantly in outdoor power equipment where double-digit comps in the 

Northeast and high single-digit comps in the North Central were offset by negative double-digit comps in the Southeast 

and South Central." "Looking at monthly trends, comps were negative 2.7% in May, flat in June and positive 2.2% in 

July. The improvement in monthly comps during the quarter was driven by a few factors. First, we experienced a delay in 

our seasonal business, which improved as the quarter progressed. Second, demand associated with efforts to remedy storm 

damage was moderate in May and strengthened in June and July. Lastly, the toughest Cash for Appliances comparison 

from Q2 last year was in May, appliance comps for the quarter, while still negative, improved throughout the quarter." 

"Higher transportation costs, both fuel and ocean freight, negatively impacted gross margin by an estimated 15 basis 

points." "The macro environment has changed dramatically over the past several weeks. We went from worrying about 

the customer who was stretched by fuel and other inflation to a nation watching the debt ceiling countdown and now to 

extremely volatile equity markets. Given this and the impact on consumer sentiment, we have lowered our sales outlook 

for the second half of 2011. We are now planning for comparable-store sales to be approximately flat to last year for Q3 



and Q4. Earnings before interest and taxes and earnings per share estimates have been similarly reduced to reflect the 

lower expected sales." "We've not seen any -- we don't believe we've seen any activity from what's transpired in the 

financial markets on our performance August to date. I will tell you, Brian, that our comp performance through yesterday 

is slightly positive." "Yeah, as we've talked to you in the past, we have several stores that were on our watch list and we 

said we would continue to monitor them. We've done a lot of things in those stores to try and reduce operating costs of 

those stores to try and make necessary changes that we could that we thought would improve sales. As we looked at 

ongoing slow economic recovery and what now according to the Fed will even be probably even a more delayed or slower 

growth over the balance of this year and potentially into next year and we looked out over the timeline of what we thought 

those stores could accomplish, we just came to the conclusion that we didn't think there was enough opportunity in those 

markets to get those stores operating at the level that we needed to. So we made the difficult decision to go ahead and 

close them." 

 

 Macy's [M] Earnings Call 8/10/11: "You haven't been hearing much positive news about the economy so far this 

week, but I think we at Macy's have a very good story to tell about the last three months. And our outlook for the 

remainder of the year reflects the optimism we feel about the direction of the business, as well as realism about the 

macroeconomic environment." "Our strongest merchandise categories in the second quarter were jewelry, watches, 

fashion accessories, including handbags and hosiery, cosmetics, fragrances, men's and home." "The weak categories of 

merchandise continued to be within the casual traditional feminine apparel and intimate apparel. During the second 

quarter, the average unit retail for AUR increased by approximately 4%. Our customers began to feel the impact of 

increased prices in the second quarter, but it is not until the August/September period when we expect the price increases 

to be more widely experienced. It is important to remember, though, that some of our AUR increases result from factors 

other than price inflation. AUR increases occur with mix changes resulting from the healthy sales in our status brands, 

new higher price point initiatives like Impulse, and product initiatives that are geared toward fashion versus commodity 

goods. Also more regular priced selling can also result in AUR increases. Combining all of these factors, we are expecting 

AUR increases in the 5% to 7% range this fall." "As we look to the fall season, we are cognizant of the less than ideal 

economic backdrop, as well as the price increases coming in some parts of our business. Having said that, we have great 

momentum with so many merchandise categories performing well and our initial experiences with price increases have 

proven to be generally consistent with our expectations in terms of the unit sales. We are assuming comp store sales for 

the fall season of 4% to 4.5% versus our original guidance of 3% and most recent guidance of 4%. This combined with 

the spring actual results would result in an annual increase of 4.8% to 5.1%."  

 

 Staples [SPLS] Earnings Call 8/17/11: "Moving on to North American Retail, sales for North American Retail for 

the second quarter were $2 billion. That was an increase of 1.7% and about flat in local currency compared to Q2 of 2010. 

Second quarter same-store sales were flat, with the U.S. comping better than Canada." "And European retail sales 

improved sequentially in a still challenging sales environment." "In Europe retail, comps declined 5%. While the 

macroeconomic environment continues to be very weak…" "I don't think that although the European economy is 

apparently softening up that we're seeing that significantly in our numbers at the moment. Our Q2 results in Europe 

actually improved relative to Q1. We were about 300 basis points of growth better in the second quarter, so certainly the 

European economy hasn't been helping us this it year. And I saw the German GDP numbers yesterday, as I'm sure 

everybody did. But we were able to overcome that in the second quarter at least. And I think our expectations for the full 

year incorporate a pretty soft economy in Europe; and as John said, a relatively slow economic recovery around the 

world." "I'm not an economist at all. But from what I see, we have no chance at another recession. I think we're probably 

more likely to stay in economic purgatory for a while longer, but I don't have any worries about a double dip at this 

point." "…certainly the European economy has not been any picnic for us, but Q2 wasn't significantly worse. There's a lot 

of concern about cutbacks in government spending. But that is not as much of an impact for us on our Contract business 

because to the extent we have a significant government exposure, it tends to be more in the Nordics region where that 

hasn't been as much of an issue, say, compared to the UK, where it's a significant issue. Germany, although it decelerated 

last quarter from a macro standpoint, as I mentioned, we saw improvement in our Retail business and actually posted 

positive retail comps in Germany. And Italy, which has been one of the toughest economies among the places we operate 

in Europe, is one where we've actually seen nice sales growth this year. So we're able to see generally pretty good results 

in the delivery business in spite of the soft economy. And I think our retail issues are relatively longstanding in Europe, 

and we're continuing to work against those." 

 

 Home Depot [HD] Earnings Call 8/16/11: "Our U.S. stores had a positive comp of 3.5%. From a geographic 

perspective, we saw positive comps in all but three of our top 40 markets with particular strength in our Midwest and 

South Atlantic regions. We were also encouraged that soft housing markets like California, Florida, Arizona and Nevada 



were positive in the quarter and the spread of performance across our major markets continued to narrow. As we 

discussed in our first-quarter call, we expected to see an improvement in sales in our Northern division following a very 

difficult spring season, and after a soft May, we did see that, with our Northern division posting our strongest positive 

comps in the U.S. Our Southern and Western divisions were also positive, again reflecting a stabilizing environment 

across the country." "…the U.S. housing market remains under stress. Private fixed residential investment as a percent of 

GDP continues to set a 60-plus year low of 2.2%, and the key measures of health in the housing market -- starts, turnover 

and pricing -- remain depressed. As we have discussed, we see our business as more correlated to GDP growth than 

housing statistics at the moment, but while our sales for the first half were consistent with our expectations, GDP growth 

was less than we expected. We do not expect any meaningful improvement in the housing market for the back half of 

2011, and events here and across the globe would suggest that there are more risks to the down side than the upside on 

GDP growth. But both of those conditions were also true for the first half, and we saw steady strength in the core of our 

store. We have no reason to change that expectation for the back half." "In the second quarter and for the first half of 

2011, our sales performance disconnected from U.S. GDP growth. We expect that certain quarters will exhibit such a 

disconnect as there are factors such as weather-related sales, storm-damage related sales and event-driven sales that on a 

short-term basis can't be matched to any specific economic statistic. Because of these factors, we still project that our 

fiscal 2011 sales growth will be approximately 2.5%. While there may be more downside risk than upside risk to this 

forecast, our business continues to perform to our expectations and comp sales thus far into August are quite positive." 

"Well, with respect to the homeownership and renting, I mean, we have seen a decline in the percent of the population that 

owns homes. But, you know, people who rent also do upgrades. The folks who own those rental units have – there's 

actually a lot of wear and tear on rental units, and we can fill some of that need. And I'd also say, one of the comments just 

on the general market is there's been a huge upsurge of several millions of folks now living in multigenerational homes, 

that is – that's just a kind way of saying kids living with their parents. And, you know, that is not a great long-term 

solution I'm sure from either of the kids' or the parents' perspectives, so they're looking to go out and have new places to 

live as the economy improves." 

 

 Target [TGT] Earnings Call 8/17/11: "Across the country, every region experienced a healthy increase in 

comparable store sales. In total, our second quarter same-store sales increase of 3.9% is the strongest performance we 

have experienced in four years and it reflects the continued relevance of our merchandising strategies along with the 

growing impact of our remodel program and 5% REDcard Reward." "Serious economic challenges, including inflation, 

persistent unemployment, weak housing and financial markets and fiscal crises at every level of government continue to 

limit consumer confidence and spending. Though we are not immune to these factors, which are beyond our control, we 

remain keenly focused on ways we can create value for our guests and generate profitable sales for Target." "Without a 

doubt, recent economic and financial market turmoil creates additional uncertainty about what lies ahead." "Within our 

assortments some categories have been strong all year as guests continue to respond to our traffic driving strategies and 

increase their shopping in areas like grocery, healthcare and household essentials. We have also seen consistent strength in 

beauty, where guests are responding to our differentiated assortment, particularly in our remodeled stores. More notably in 

the second quarter was the improvement in sales trends of discretionary categories like apparel, home and hardlines. Each 

of these areas experienced stronger same-store sales compared with the first quarter. In addition, sales of weather-related 

items in every part of the store accelerated meaningfully in June and July as more seasonable weather patterns emerged 

across the country. This improved sales trend created better sell through in markdown sensitive categories helping our 

gross margin for the quarter. Apparel performed very well in the second quarter, led by the performance -- by 

performance activewear which continues to reflect rapid growth of the C9 by Champion brand. In addition, women's, 

men's and kids' apparel each experienced healthy increases. Last year in kids, we took prices down to ensure we continued 

to offer a compelling value relative to the marketplace, creating a temporary headwind in our dollar sales even while unit 

comps stayed strong. We believe these investments in price paid off as we have gained market share in this key area and 

dollar comps are once again increasing." "In hardlines, the most notable change has occurred in electronics. Tablet sales, 

led by iPad, have been quite strong and after some very challenging trends in earlier quarters, we're beginning to see 

stability and even some growth in TV sales. As we have continued to study consumer shopping patterns, we're seeing 

clear contrasts between higher income consumers and more moderate income households, while optimism at all income 

levels has improved since the recession, wealthy households continue to be the most optimistic. Across all of retail, the 

20% of households with the highest incomes are shopping more often and spending more while the other 80% have been 

cutting trips and spending less." "…your first question about the holiday opportunity and we do think that we have a lot of 

opportunity in the fourth quarter in a variety of categories. One I would say, certainly toys which started off the holiday 

season very strong, but ended weak, I think we have got some opportunity particularly in the month of December, and we 

have looked at our guests' buying patterns actually on a weekly basis throughout the holiday season to make sure that we 

are tailoring our assortment and our promotions with their mind-set during each week of the holiday season. So I feel 



great about that category. Electronics was also challenging, but I do think some of the trends that you have seen building 

this spring with the iPad, for example, or E-readers, I think that those will bode well for the back half of the year and we 

over-index with products like that. That's prime territory for our guests. I also think the – our apparel business has been 

gaining strength. I think that bodes well for the holiday season, as well as a lot of the gift categories and home. So, we've 

talked about the improvement there really being led by housewares and I see that helping us as we move into the fourth 

quarter." "In addition, obviously, our U.S. sales have been softer than we outlined at the beginning of the year, but that's 

not a change that's occurred here in the last couple of weeks. We expected sales to be stronger as the year progressed. We 

did not expect the first quarter to be as soft as it was. In an absolute sense, certainly our sales aren't likely to be as strong 

in the third and fourth quarters as we might have thought six months ago, but that view has not changed in the last few 

weeks." "I would say guests continue to shop, some of them are very planful and they shop early. The majority of guests, 

though, continue to buy close to need. So, we still have a ways to go here before the exact results of back-to-school, back-

to-college, but I would tell you that the early shopping results on back-to-school supplies was very strong and we saw 

guests trading into better products which we were pleased with. I guess the only thing I would say is that I do think the 

competitive environment has been a little bit more reasonable this year in back to school supplies and so again, we have 

got the bulk of the season ahead of us. We will see how that progresses but so far so good." "I think what have you seen so 

far is predominantly price increases and some trade up. The trade up we are seeing in very specific categories, as I have 

outlined in the past, in home, in particular, our good segment has been the strongest, but we have also had some great 

strengths in the best segment. So when that 20% of guests that I talked about that are in the higher income levels, they are 

willing to spend more and in areas like home where we have high-end product like Field Crest Luxury and Smith & 

Hawken we are seeing them trade up. And in fashion, I will tell you, where we have increased the retails and added more 

into the make of the garment, we are seeing those perform better. So I believe we are seeing some slight trade up, but 

mostly so far, I think what we have seen is the price increase." 

 

 Ross Stores [ROST] Earnings Call 8/18/11: "Merchandise and geographic trends were broad based in the second 

quarter. Dresses was the top performing merchandise category with double-digit percentage gains in same-store sales, 

while accessories and shoes saw high single-digit increases. Florida and Texas remain the strongest regions, posting high 

single to low double-digit gains in comparable store sales." "For the third quarter ending October 29, 2011, we are 

projecting same-store sales to increase 1% to 2%. We are planning comparable store sales gains of 2% to 3% for August 

and 1% to 2% for both September and October. Last year's same-store sales rose 5%, 2% and 4% in August, September, 

and October respectively. Total sales are expected to grow about 5% to 6%, driven by a combination of new store growth 

and, as mentioned, same-store sales that targeted to be up 1% to 2%." "Again, we are very pleased with our above plan 

performance for the second quarter and first half of 2011. Looking ahead, however, there are a number of unknowns that 

could impact our business. In addition to the increased uncertainty in the markets and economy, we also don't know how 

high our sourcing costs will impact us or how customers might react to expected price increases throughout all of retail. 

We also can't predict how promotional traditional retailers could become in the back half of the year. All of this makes it 

much more challenging to forecast business trends for the important back-to-school and holiday periods. As a result, 

although we hope to do better, we believe it is prudent to maintain our second half sales and earnings targets."  

 

 TJX Companies [TJX] Earnings Call 8/16/11: "…in terms of the macro environment we see the economic 

volatility and confusion around costs and sourcing as a positive for our business. Historically uncertainty in the 

marketplace has benefited us as it creates very favorable offside buying opportunity. Value continues to be more 

important than ever and the key for us with maintaining our pricing distance from traditional retailers. We have enormous 

flexibility in terms of merchandise category, taking advantage in many ways." "Our customer traffic increases clearly tell 

that value remains the top priority in consumers' mind and further this business delivered superior financial returns." 

"Europe, personally Europe was very much where we thought it would be. And we're going to continue to see progress. 

So we're not surprised. As a matter of fact going from where we went from first quarter to second quarter on a flat comp 

we're pretty comfortable. And I think we're on our way to seeing better turns and on our way to start comping in a positive 

zone, which will be extremely well. We're also planning the back half, we've to have improvement against a year ago 

certainly, but we're sort of trying to take in that way and build. We still believe that it's going to continue to build and 

accelerate and be very, very strong business for us. So we're just again planning it conservatively. In terms of our 

pricing…I mean we are, again we are in mode of keeping our guys backed. There are a lot of goods out there. There is 

tremendous value that we think we can bring to the customer. Whenever there's volatility and it seems like every single 

year there is some thing else going on, I think everybody knows about the cotton prices. The numbers are crazy. They 

accelerated beyond belief. And now I think there is something like 50 something percent less than it was when it all 

started to hike up. So it's going to be very, very interesting. We love our value and what we did be it cotton, cash. We 

think we are a tremendous value to customer and we are sticking to that." 



 

 Williams-Sonoma [WSM] Earnings Call 8/23/11: "As we look forward to Q3, while we are cognizant of the 

overall macro environment, the early consumer response to our fall merchandising and marketing strategies is strong…" 

"From a merchandising perspective during the quarter, we continue to see growth in our high-end assortment, particularly 

in electrics and cookware. These increases were partially offset, however, by outdoor and dinnerware." "Trend through the 

quarter – the quarter actually got, Q2, if you look at it sequentially, there was some choppiness, but it got stronger in July, 

which may be surprising, and that's about as much as I think we should talk about in terms of sequential trend. As we look 

at August, as I said, it's early. But we're confident about what we're seeing right now from our customer. And we have 

been building our strategies for the back half of the year with the economic uncertainty in mind. So we have very relevant 

marketing themes that are going to be relevant to how people are feeling. We have exciting new product offers, and our 

operating model allows us flexibility in a more promotional environment." "I'd like to say that the worst is behind us with 

commodities going down, but the reality is that labor will continue to go up in Asian markets, and you're going to see 

vendors – they're going to ask for cost increases. We have been successful in offsetting them through some unique 

strategies that we have, and we will continue to focus on them. But we do have, in our margins now, I hope, the worst of 

it, with the cotton price spike from last year. Those goods are now in our pipeline as we speak." "…the high-end consumer 

is staying strong, and our higher-end assortments are performing well." 

 

 Kohl's [KSS] Earnings Call 8/11/11: "From a line of business perspective, accessories and home reported the 

strongest comps for both the quarter and on a year-to-date basis. Accessories was led by watches and handbags. Home 

was driven by strength in small electrics, food prep and bedding. Women's continued to be better than the company 

average for both the quarter and on a year-to-date basis. Strong performers in women's included updated sportswear, 

activewear and special sizes. Men's and children's were positive, but slightly under the company average for the quarter. 

Men's was led by basics and activewear, while children's had strength in infants and toddlers. Footwear, which has 

consistently outperformed the company the last few years reported a mid-single digit comp sales decrease for the quarter. 

Athletic shoes drove the decrease, down mid-teens due to significant drops in the toning category. This was a category we 

had maximized last year, and had peaked in the second quarter last year. On the positive side, women's shoes were the 

strongest category in the footwear business achieving a double digit comp store increase." "Broadly, though, there's no 

question that, you know, the consumer needs to be motivated more in order to buy today, and if you think about the period 

generally, you know, most of the price increases that consumers are going to see, they are just kind of feeling for the first 

time. They might have seen some of them in June or July, but they are going to see it much more broadly in this fall, you 

know, as it hits this August, September, October. We tried to go through on the call a whole series of marketing 

investments that we have made in the third quarter that are incremental to last year, and, you know, without getting into 

the – the gory detail of all of that, I think the signal we are giving you is that we know we have to be very aggressive on 

marketing to motivate the consumer." 

 

 Nordstrom [JWN] Earnings Call 8/11/11: "Same-store sales in the second quarter were up 7.3%. Nordstrom 

same-store sales which include results from our full line and direct businesses were up 7.9% with the South and Midwest 

as our top performing regions. Shoes, cosmetics and designer were our top performing merchandise categories." "Pricing, 

that's an interesting subject for us. So far our average regular price sales are up a little bit, but that's mostly due to mix and 

it's not really due so much to inflation. I think a lot of what we've been hearing hasn't really happened at least for us yet in 

terms of cost of goods flowing through to the customer. So we'll have to see what shakes out with that." "a big 

contribution to that this quarter was the fact, I think both Blake and I mentioned it in our comments, that our clearance 

events, the actually clearance activity is becoming a smaller proportion of the total sales and we are doing more regular 

price. And in a quarter where we have a large proponent of clearance that had a measurable impact on margin and so I 

think to expect that kind of improvement each quarter is probably unrealistic." 

 

 J.C. Penney [JCP] Earnings Call 8/12/11: "Consumer climate is clearly uncertain, and the tumultuous last 10 

days or so hasn't given our core customer, the middle-income family, any reason to be more confident." "…we benefited 

from suppliers helping us with managing production during down periods. But there's no question the cost of cotton 

impacted everyone, particularly in categories like home, where the portion of their good is much higher in cotton. Cotton 

prices are coming down, or have come down, so we're a bit more optimistic in the second half, with spring, that we'll get 

back to a more normalized cost structure. We believe that our suppliers have worked very hard with us to optimize the 

way we buy in terms of what portion of the assortment and at which price points." "Over the last several years, it's really 

been almost two or three days a year average shift of the center of back-to-school. Last year it was quite strong around 

Labor Day, and actually after Labor Day. We think part of this is buying closer to the need, so maybe the mom ends up 

buying the coat after Labor Day when she feels like the pricing is better, really assess what she bought versus what the 



child needs for back-to-school. So we're just reflecting what our experience has been the last several years. And of course 

the tax-free shopping has not shifted much this year, so that's not a big factor. It's pretty comparable to last year." "But 

there's no doubt that American families are having difficulty wanting to invest in big-ticket home during this economic 

situation." "Yeah, we're not ashamed of having big-ticket. It's just that in this environment, if you don't build a lot of new 

homes, you don't need as many window coverings, and people can defer a purchase of changing their window coverings, 

so we think it's an ongoing strength overall, but at the moment it's not helpful." "I think the good news is our cost of goods 

is such that I don't think we have to go up as much as some of our key competitors to meet our objectives, so while we 

planned units down modestly, that means we don't have to go quite as much up in price to meet our overall objectives. But 

time will tell. This is a difficult, unprecedented period of time. There hasn't been apparel inflation in 20 years, so we 

expect, in this environment, there'll be a lot of learning by each of our competitors and us." "I think it's fair to say that, if 

you look at the GDP numbers, personal consumption in the first quarter was up 210 basis points, and in the second quarter 

it was flat, and I would say our mall discretionary traffic is pretty much the same, 200 basis points decline in discretionary 

mall traffic. So as we look at the back half, I think anybody that looks at it carefully will say it's almost better to be 

cautious about, while we don't think we're going back into a recession, we believe the customer has reason to be 

concerned about the ability to spend more than they had planned. And that's our caution on comp sales forecasting as well 

as GP."  

 

 Dollar General [DG] Earnings Call 8/30/11: "…the macroeconomic environment has remained difficult for 

consumers who continue to face high unemployment rates, high gasoline and high food costs. Our results give us 

confidence that we are continuing to meet our customers' expectations even though we've had to pass through some of our 

unavoidable cost increases. I'm very pleased that we have been able to grow market share profitably while balancing the 

challenges of pricing and rising input costs." "We expect the pressure on discretionary spending to continue to challenge 

us in the second half of the year, resulting in an acceleration of our mix of sales into consumables." "We have an exciting 

second half of the year plan to build up on our momentum in the business. We are pleased with the start to the third 

quarter, including a solid back-to-school performance. There is no doubt that the prolonged economic pressure on 

consumers such as high employment, higher fuel costs and uncertainty about the future have created more of our core 

customers, those who depend on the value we offer. In addition to creating new core customers, we also believe the 

economy is encouraging more trial in our stores from other consumer segments. Some of our new customers are trade 

down; those with higher incomes than our core customers and who are now coming into our stores for everyday low 

prices on consumables and brands they recognize. We believe we are seeing another category of new customers who are 

trading in and who are choosing to come to our stores because they like not only our pricing, but also the shopping 

experience and the profit – product offerings they are finding in Dollar General. We believe these trade-ins reflect a new 

consumerism which values frugality and smart shopping. We're committed to earning all of our customers' trust so that 

they continue to count on us long after the economy improves." "First of all in regards to Hurricane Irene, like all other 

retailers out there, hey, we suffered some store closures. We had no store losses; we had a little bit of tree damage, a little 

bit of water damage. We still have a handful of stores that are operating without power. Overall we came through the 

disaster, quite frankly, very nicely. Again having spent my entire life in retail, a threat of a natural disaster is great, and 

then when that disaster is not quite as bad as forecasted, sales usually do pretty well. I look at a trade down customer as 

someone who is experimenting; someone who is coming in and driven by the fact – [ph] I'm going to back down (51:51) 

and rephrase that a little more differently. What I'd like to say…is I think as I look at consumer spending today there are 

those who have to shop in our channel. There are those who want to shop in it because it's enticing. And then those that 

are – I'm doing a terrible job here; let me just back up. I had this all in my mind. Listen, trade down people are going to 

come in because they have to for a period of time. I think the economy is creating an entire new customer that values the 

new consumerism; that really and truly wants to shop with us. And they've come in and they have seen an experience 

that's totally different. And we actually think this trade in customer represents the new change in the environment today. It 

reminds me very much of the '70s when the warehouse stores came up. I ran a warehouse store in the '70s. And I can 

remember people standing in line with a fur coat trying to save a few dollars and that's that trade in, those people that are 

coming in and liking what they're seeing." 

 

 Zale Corp. [ZLC] Earnings Call 8/31/11: "Comparable store sales for the fourth quarter increased 9.8% 

compared to a decrease of 2.1% in the prior year. The increase in comparable store sales reflects a 4% increase in the 

number of customer transactions as well as a 7% increase in average transaction price in our fine jewelry stores." "The 

unprecedented increases in raw material costs continue to be an area of significant focus. Over the past year, our diamond 

costs are up over 20%, gold is up over 35% and silver is up over 120%. A good portion of these increases occurred over 

the second half of our fiscal year. As our businesses improved during the year, we have grown more confident that the 

decisions made about our assortment were resonating with our guests. Accordingly, in response to the pressures imposed 



by the commodity cost environment and after completion of thorough testing, we implemented price increases across our 

brands. While we won't be disclosing the level or extent of price increases for competitive reasons, rest assured that they 

were meaningful." "With the increases in commodity costs that Matt mentioned, it's critical that we're thoughtful about 

passing along price increases to our guests. Our testing has and will continue give us detailed analysis and insight about 

pricing sensitivities."  

 

 Tiffany [TIF] Earnings Call 8/26/11: "In the Americas, total sales rose 25%, due to a higher average price per unit 

sold, as well as unit growth in most product categories. In fact, sales increased in all price strata above $250, with notable 

strength in sales over $20,000 and $50,000." "Geographically, U.S. sales growth was pretty broad-based, although there 

was greater strength in the western half of the U.S., and our six stores in Hawaii and Guam continued to show very strong 

sales growth due to Japanese tourist spending. In fact, from a customer perspective, roughly half of our U.S. sales increase 

in the quarter came from higher spending by foreign visitors, increasingly led by Chinese travelers. The benefit from sales 

to foreign tourists is most meaningful in New York flagship store, as well as in certain of our stores in Florida, Las Vegas 

and California." "As a major jeweler selling high quality diamonds, we have built an organization that has significant 

wide-ranging abilities to source our needed diamond supply. That does not offset the almost 40% increase in rough 

diamond prices in the past year that we are experiencing, but it does strongly help us from a supply perspective. The 

outlook for diamonds over the long-term certainly looks as though rising global demand will continue to put pressure on 

supply and therefore, price. Our organization must continue to be proactive in maintaining strong relationships with 

diamond producers, which may also continue to include providing some financial support, when necessary, to ensure 

greater supply. A recent example of this strategy is our providing financing for the expansion of the Koidu mine in Sierra 

Leone in return for a supply agreement earlier this year." "…enough macro economic uncertainty remains and we don't 

want to get ahead of ourselves. Therefore, our outlook is not premised upon the continuation of such strong comparable 

store sales increases that we achieved during the second quarter." 

 

              Best Buy [BBY] Earnings Call 9/13/11: "Looking at the big picture worldwide, we're still facing an uncertain 

macro environment with volatile consumer shopping behavior, and this was evident in our results for the second quarter." 

"Geographically, in China we are continuing our rapid rollout of Five Star stores. We added seven more stores in the 

second quarter, taking us to a total of 178. In addition, Five Star's continuing operations were once again a highlight of the 

quarter, delivering 7% comps and increased margins." "Appliances is another category where we're using our considerable 

size and scale to deliver growth. This category had its third quarter in a row of positive comps, a particularly impressive 

performance by our team, as we were up against difficult comparisons from last year. We're very pleased with the 

continued strong performance…" "As I mentioned earlier, we knew this year was going to be a volatile and uncertain 

consumer environment. While we have updated our outlook for the year, we continue to believe in our multi-channel 

approach and are cautiously optimistic about the back half for a number of reasons." "In the Domestic segment, sales 

declined 1.5% and comparable store sales were down 2.7%. These results were relatively consistent with the sales trends 

we experienced in the first quarter of the year. The biggest positive drivers in the domestic comps included tablets, 

appliances and e-readers. Total mobile computing had strong comparable store sales growth of 9% in the quarter. The 

growth was driven by a very strong tablet sales supported by the benefits of implementing our Tablet Central model, 

which leverages a broad assortment of devices side by side with dedicated expert labor. Also in computing it's worth 

noting that traditional notebook comp trends, while still negative, improved again during the quarter. Appliances 

continued its momentum with strong comp sales of 12% on top of positive comps in the prior year. We believe the 

benefits of both the operational changes we've made in the appliance area and improved competitive offers have helped us 

grow market share in this business." "As you will recall, we are making plans to evolving the operating model in our U.S. 

big box stores to better support the increased growth opportunities we see in connected businesses and to improve our 

overall experience for customers and employees. As a part of this work, we are planning to reduce our big box square 

footage by 10% over the next three to five years. Our test results so far in this space continue to indicate that a store 

prototype which combines the enhanced operating model with reduced space and lower operating costs has not materially 

lowered our sales volumes in these stores. With almost 40% of our leases set to expire over the next five years, we have a 

significant opportunity to execute a portion of these planned space reductions at the natural end of a lease, which of course 

is very cost effective."  

 

 Neiman-Marcus [NMG/A] Earnings Call 9/13/11: "At Specialty Retail we remain focused on our merchandise 

offering. As you know, during the recession we pushed hard to balance our inventory at the opening and mid levels with 

an emphasis on fashion and trend, as well as at the very high or designer and luxury merchandise. We are selling product 

well at the very top of the range, as we always do, but we are pleased with our selling and opening and middle prices. The 

key fashion trends have sold well at all price points. As has been the case for several quarters, our best categories continue 



to be shoes and handbags, and we are aggressively funding these businesses as well as women's ready-to-wear. The trends 

are selling well and an early fall selling highlights include colored denim, shades of red and gold designer jewelry. We are 

also extremely pleased with our men's business, which has been strong across all categories. Again, I'd like to emphasize 

selling has been very good across luxury and designer prices as well as our opening prices. Geographically, business was 

strong throughout the country, but it is our Florida stores that really standout, many of which experienced double-digit 

increases for the year." "I would say that we feel like this volatility is becoming somewhat the new normal, and I think 

that our customers are feeling like it's also becoming the new normal. So we're not seeing any real changes in the way 

she's thinking about things. It's hard to know what the effects will be long-term, as I said earlier in our comments, but I 

think that everybody's kind of settling into the volatility as part of our day-to-day thought process. And as I said, we're 

being very deliberate in how we're running our business as we move forward."  

 

 Talbots [TLB] Earnings Call 9/7/11: "Despite planning for higher promotional activity and markdowns, during 

what is typically a clearance period, the second quarter was more difficult than expected. We were more aggressive in our 

promotions given the challenging environment and assortments that clearly did not resonate with our customer. We were 

challenged in all merchandize categories in the second quarter."  

 

 Pier 1 [PIR] Earnings Call 9/15/11: "Increases in store traffic and average ticket were the key drivers during the 

quarter contributing to our sales growth, and sales across all categories were strong." "Although, it is still, alas, difficult to 

predict economic conditions going forward and, therefore, forecast sales with total certainty, we remain very optimistic 

with the outlooks of the upcoming fall and holiday selling season. Based on the current trends we are seeing in our stores, 

we expect a good solid second half." "It's really interesting, isn't it, because sort of six months ago inflation was the flavor 

of the month. Everybody wanted to talk about it and what a terrible impact it was going to have on the consumer. And the 

reality seems to have been somewhat different. Most retailers – we're not the lone, seem to have done quite a nice job in 

managing the costs. And you're right; we have put some prices up from on core items. Thus far, we've had no significant 

but hardly any resistance at all from customers." 

 

FOOD & BEVERAGES 

 

 Tyson Foods [TSN] Earnings Call 8/8/11: "On our second quarter call, we were cautious about chicken 

consumption, particularly at foodservice, but it was slightly worse than we, our customers, or other forecasters predicted. 

This, along with excess production, led to market prices at or near historical lows. We now know why consumption did 

meet expectations as the Commerce Department recently released its advanced estimate of calendar Q2 GDP at a weak 

1.3% and simultaneously revised calendar Q1 GDP down from 1.9% to 0.4%. Unemployment's still over 9%. Gas prices 

continue to take a bigger piece of disposable income with the average price of unleaded peaking at almost $4 a gallon in 

May. These macroeconomic factors have, of course, affected consumer behavior in both the foodservice and the retail 

channels. The economics is currently projecting foodservice real growth in 2011 to be a negative 0.6%, which is only 

about 0.5% lower than our March estimate. As the foodservice industry continues its slow crawl to recovery, we'll 

continue working with our customers in every major market segment to bring back traffic, focusing on product innovation 

and promotion strategies to allow them to hit the price points consumers need to get them eating out again. In the retail 

channel, all major proteins experienced dollar sales increases in April through June, and according to the [ph] Ferris Book 

(3:59) group, chicken managed about a 1% increase in pounds sold." 

 

 Dean Foods [DF] Earnings Call 8/4/11: "With retail pricing that continued to stabilize and cost reductions on 

track, volume remains our largest concern. The continuing struggles of consumers at the lower end of the economic 

spectrum have been widely reported this earnings season. I can echo those comments as we see clear evidence of 

continued weakness among this demographic across virtually all categories in our conventional dairy business. With 

widespread food and energy inflation stressing consumer pocketbooks, many Americans are finding areas to cut back 

even in consumer staples like dairy. We see the impact of this belt-tightening manifested in declining intra-month 

volumes that reflect the transfer payment and pay cycle. It is also apparent in the performance of customers that derive 

larger portions of their business from this consumer segment. The fluid milk category has been on a multi-decade trend of 

flat to slightly declining volumes. This is the result of declining per capita consumption, somewhat offset by population 

growth. As a result of the recession and rising inflation, however, we are now two years into accelerated category declines 

in fluid milk. Industry-wide, fluid milk volumes were down 1.9% in the quarter, a steepening decline from prior periods 

and the worst quarterly decline since 2007. This is on top of a year-ago quarter that was down 1.5% for the industry. With 

the economy continuing to struggle and dairy commodity prices expected to remain high, we have little confidence that 

these volume declines will abate anytime soon." "Looking ahead, we expect milk prices to rise through September and 



then flatten or slightly decline in Q4. Overall however, as long as the dollar remains weak, which supports the continued 

export of dairy commodities, we expect prices to remain near historical highs across the dairy complex. In addition to 

dairy inputs, packaging, materials and energy also remain significantly inflationary on a year-over-year basis, creating 

additional challenges for both our business and the industry." "We have also taken action to significantly reduce head 

count across the business. Total company head count today is 6% below year-ago levels and down over 600 positions in 

this calendar year." "We believe a recovery in volumes will not happen until the employment picture improves, 

particularly among the less affluent, who continue to struggle." "If you look out into the international marketplace and the 

forward international marketplace over the balance of the year, you could convince yourself that you would see milk 

prices abate somewhat in the back half. I think the real challenge that's emerging to that point of view today is what we're 

experiencing in terms of our U.S weather right now, with very extreme temperatures and its effect on domestic supply. So, 

it's a little bit of a cloudy picture right now. But in terms of what we can sort out of all of that noise, we believe these milk 

prices are going to stay high through the back half of the year. We'll be pleased if we get some abatement in Q4. We built 

a small amount of abatement into our outlook, as we've said in our prepared remarks, but not a lot of abatement in those 

prepared remarks -- in our outlook. As to passing milk prices along, we've said this probably on every call that we've had 

going back for 15 years but we're pretty effective at passing along the price of milk to our big customers." "If you go back 

to 2007, before the economic crisis, when milk prices spiked to this level, that's the quarters where we saw the highest 

percentage decline in the category ever at 2.1% in – I believe in Q2 or Q3 of 2007. And that's just a function of sticker 

shock at the shelf. So there is a piece of that here too. Milk prices are getting higher than they've ever been and consumers 

are naturally reacting to those very high prices as they confront them at the shelf." "Typically, in the past, if you have seen 

milk rise to $20 a hundredweight and stay there, as you got two, three, fourth quarters into that new price environment, 

you would see some bounce-back of the negative elasticity of the initial move up because consumers become habituated 

to the higher price level and they go back to their old consumption patterns because consumption patterns are hard to 

change over time. What I don't know is whether that historical paradigm holds in the context of 9% and increasing 

unemployment, very little income growth and lots of uncertainty around the direction of the economy. So it's impossible 

for us to parse out how much of this quarter's virtually 2% decline in the category was associated with price elasticity and 

how much of it is associated with economic distress. And so, it's a little bit hard to call as to what happens with volume. I 

can say this with absolute certainty, we're going to like it better than this environment if it just stops going up and if it 

turns around and starts going down, at least for a while, we're going to like it a lot better than this environment." "So, 

when you get to ice cream, you see ice cream is down more than milk at retail. Part of that is because ice cream is 

expensive. I think the heat is helping on a very temporary basis. But ice cream is expensive. And so, when you've got 

consumers that are struggling economically, they tend to trim at the edges first in terms of the more discretionary 

indulgent items, then they tend to move back towards core items at a later pace. So, I think it's really instructive to look at 

what's happening in the ice cream mix business in the quick-serve restaurant area. The QSRs, McDonalds, some of the 

other guys are doing very well in terms of their overall comps, because it's good value. But within their menu, you see 

shifts that reflect what's happening with the consumer. So, their ice cream sales are not as robust as their sales are in other 

parts of the store." 

 

 Sysco [SYY] Earnings Call 8/15/11: "Taking a step back and looking at the overall business landscape, for some 

time now we have characterized the current economic recovery as slow, choppy, uneven, and even fragile. Our fourth 

quarter results and the events that have played out in Washington and in the financial markets over the past two weeks 

certainly support that outlook. Nevertheless, we continue to believe that our industry will experience modest real growth 

over the long term…" "What we've seen is increasing levels of inflation in our cost of goods as the year has gone along. 

And it was at least a point higher I think in the fourth quarter versus the third. In terms of the reasons for that, it's a lot of 

the same categories that have been high all year. The meat, the various seafood, they've remained high, and some other 

categories that represent a significant amount of our purchases, Canada Dry comes to mind, have also begun to absorb 

higher increases in our purchasing costs here over the last quarter or two. So that has pretty much been the consistent 

trend. In terms of why we struggled more in the fourth quarter versus the third, it's a difficult thing to answer in terms of 

specifics. I would tell you that as inflation goes up, it is harder and harder to pass that along, as you can appreciate. And I 

would also tell you that we see all the data out there that comes with the economy and some of the restaurant surveys and 

that type of thing. But we certainly felt – our people felt that after Mother's Day the business slowed down a little bit, 

flattened out some in May, maybe picked up in June; hard to tell depending on who you're talking to and what sources you 

read. But I would say the market environment itself got a little tougher here as the quarter went along." "All I can tell you 

is what – and this is anecdotal, and then what we all read is that we felt like we started to flatten out a little bit here in May 

compared to April. Others are saying – there are some surveys out there that talk about the restaurant business numbers 

improving somewhat in June. I don't know that we experienced that in June. So I would say it softened beginning in May 

and stayed that way, at least from our perspective, through the end of the quarter." "It has only been a couple weeks, and I 



would say it's probably too early to make that call. Obviously, we're concerned about it. But the other thing I would say is 

I think to some extent, this market is reacting to things that our customers and the consumer and our people have already 

experienced over the last year or so, which is this choppiness of the recovery. And again, I'm not an economist or a 

politician or anything, but I think what you're seeing in the market is just a lot of uncertainty from day to day. There's not 

going to be any great solutions coming in the short term. And I think the market is focused on that as well as some things 

beyond the U.S. So we're concerned about what's going on in the market. But I think we need to take a few weeks and just 

see how this plays out because I don't know that in terms of the world we work in that all that much has changed."  

 

 J.M. Smucker [SJM] Earnings Call 8/18/11: "Segment volume excluding acquisitions decreased 8% for the 

quarter with declines in both Folgers and Dunkin' Donuts brands compared to a strong quarter last year. While volume 

was anticipated to be softer due to the significant level of price increases, the magnitude of the decline was more than we 

had anticipated." "As announced earlier this week, we decreased prices by 6% on the majority of our coffee items in 

response to moderation in the green coffee futures market which is expected to result in lower costs later in the fiscal year. 

The timing of this pricing action allows us to target key price points and positions us well as we enter into the holiday 

period. While commodity costs continue to be volatile, we remain committed to investing behind our brands and our 

supply chain." "Despite some moderation in the commodity markets near the end of the quarter, significantly higher raw 

material costs were recognized in COGS, which was up 19% in the current quarter. Cost increases were led by green 

coffee, flour and soybean oil. As expected, price increases taken over the past year offset higher cost but did not result in 

gross margin gain." "In Coffee, the reason – one of the key reasons that we took a price decline is because we felt that that 

was really the right thing for the consumer. And clearly, we'll be focused on our promotional spending as we go into the 

next several months. But the bottom line really is that the price decline was necessary and is important to consider in light 

of – and balancing that what we might spend in trade versus what we really hope the consumer should see the price on 

shelf." "So I think the consumer is in fact – you have higher end consumers still attracted to the gourmet or single serve 

category and you have some consumers quite frankly, that are trading down because again our retailers are trying to reach 

price points that they were unable to do with more of our classic roast. With our recent price decline and where we're 

going to place our emphasis, we believe we'll be able to get that back. And there is no impact though from a profitability 

perspective because all of those basically contribute equally. But there's no fundamental change other than that over sort 

of a macro perspective."  

 

 H.J. Heinz [HNZ] Earnings Call 8/23/11: "Now let's take a quick spin around the world of Heinz. We'll start with 

North American Consumer Products. Q1 brought fresh economic uncertainty and more challenges for the U.S. consumer. 

Debt ceiling debates, the downgrade of U.S. Treasury obligations, weak employment and housing markets, and wild 

volatility in the stock market all served to make consumers here very nervous. In this context, constant currency sales 

were flat for the quarter, as favorable pricing offset an equal volume loss. This also reflects the lapping of last year's $1 

ketchup promotion and the phase-out of Boston Market in the quarter, which on a combined basis reduced the sales 

growth rate by about two points. During the quarter, we completed our planned price increases and reduced promotional 

spending across the U.S. business. These actions in addition to our aggressive productivity initiatives helped us cover the 

dollar impact of very high commodity inflation and kept gross margin nearly flat. Operating income was down slightly for 

the quarter, reflecting the increased commodity costs and also higher fuel costs for the delivery of our products. U.S. 

consumer confidence hit a new low in August. This result was even lower than in the depths of the Great Recession of the 

first quarter of 2009; and in fact, is at the lowest level since 1980. As a result, U.S. consumers are reacting by cutting back 

on discretionary spending. Shoppers are using coupons more often, cutting back on waste, and paying closer attention to 

what they buy. We're closely monitoring our pricing and product mix to optimize volume and profitability in this 

environment and working to reach both sides of today's bifurcated consumer group." "And turning to Foodservice in the 

U.S., sales in the quarter tracked to the underlying environment with a 1% sales decrease, as favorable pricing did not 

quite offset the impact of lower volume. With the recent economic news and higher gas prices, we saw restaurant traffic 

trends change in the quarter from flat to down within our existing customer base." "…we've learned a lot over the last few 

years with the consumer. And so there's a lot of innovation that is being brought forward different from what we would 

have planned three months ago; so really looking at sharp price point entries, getting to the bifurcated consumer, and 

making sure that we've got product offerings for both." "What we're seeing is really, there's a portion of the population 

that has a very limited amount of funds; and we estimate somewhere between $40 and $50 a week to feed a family of 

four, which is really stark when you go to the grocery store and realize how tight that is. Value to that particular consumer 

is something completely different than mainstream or affluent. And value to that consumer is a price point. It doesn't 

matter what the cost per ounce is. It matters. Can I afford to buy even a small portion of that this week? And having small 

sizes, convenient sizes, convenient channels, convenience stores, pharmacies, dollar stores, quick small trips that are close 

to home as opposed to going out for the big loads at the supercenters. So there's very different behavior that's occurring. In 



fact, we were almost saying it's almost a trifurcation, if you will, because we're seeing a consumer that is truly struggling 

and value means something different. Our core portfolio in the U.S. tends to skew towards to the more affluent. So you 

see Heinz products doing very well across mainstream, across the affluent, in the club stores, et cetera. There is a huge 

opportunity for us, and we see it. We originally anticipated more of a recovery scenario. And now that we're seeing things 

get tightening again, we're looking very hard. We had a lot of plans that we were looking at before, a lot of ideas, so these 

are things that are very close and ready to go that we want to execute quickly. But we're going to make sure we hit it right 

by getting into the right channels, getting into the right size and format for a different consumer." 

 

 Hain Celestial Group [HAIN] Earnings Call 8/23/11: "I hear a lot, and actually people talking – with the 

economy the way it is and the stock market; does that affect your product? And I've said it many times: eating healthy is 

not a fad; not a trend. It's becoming more and more a part of life…" "And I think to step back, July and August, are 

actually some of our slower months within the year. But there is no indication out there today that shows us that there's 

any slowdown at all. You saw Whole Foods come out with their numbers a few weeks ago. Good consumption; good 

growth. You saw their new store plan of opening up new stores. So we're excited about that. You heard John talk about 

good consumption in Grocery. You heard him talk about consumption in the mass market. So what's happened in the last 

week if anything, there's no indication. The only thing I think is, consumers are staying more at home and shopping and 

not going away on trips, and buying healthy food and – which will ultimately help sales." "But we're a growth 

company…And when you're green, you're growing; when you're ripe, you rot. And we are green, and we're growing. And 

we think the economy turns down, I still think there's great growth out there because I don't think, like yourself or a lot of 

other people on this call, you're not going to turn to – you're not going to turn away and start eating Spam and stop eating 

healthy food. So there is still a very, very good market out there for us. And there will be good demand." 

 

 Fortune Brands [FO] Earnings Call 8/4/11: "Starting in North America, we continue to see consumers trading up 

to more premium products and gradually returning to the on-premise in the U.S. We see the U.S. market now growing 

value in the range of 3% to 4% for 2011, and notably, the bourbon segment in the U.S. is now growing faster than vodka 

according to the latest Nielsen data." "Markets in Europe are varied, with tougher trading conditions in Western Europe 

markets such as Spain and the U.K., and market strength in Central and Eastern Europe, as well as Russia. After a double-

digit increase in the first quarter, comparable sales in our Europe, Middle East, and Africa region rose at a low single-digit 

rate in the second quarter. Strong performance in Germany, Russia, Eastern Europe, and travel resale more than offset 

softness in the U.K. and Spain. Year-to-date, EMEA sales are up high single-digits." "Coming into the second quarter, our 

assumption was that the market for home products would grow at a low single-digit rate in 2011. We also assumed our 

market would be down in the first half due to the tough comparison created by the expiration of the homebuyer tax credit, 

and be up in the second half. It's been pretty clear that the market for our products is running below most estimates, 

including our own. We estimate the market was down mid-single-digits in the second quarter, factoring in the slower new 

construction market, continued consumer caution for big-ticket purchases, and the windows and doors market that's off at 

a double-digit rate due to the expiration of the energy tax credit." "It's something we track very closely in the correlation 

between consumer sentiment and the economy and their purchasing habits. The good news is, as I said, we are seeing the 

return of premiumization. As we look at the data unfolding, the most recent reads, again, reflected the fact that we saw 

good mix in the market, which reflects driving premiumization. And the data we're seeing on the on-trade is that it is 

coming back steadily but surely, so at the moment there is no indication that those trends are being interrupted. In fact, we 

see them strengthening as the year has gone on." "…so the new construction market that we're seeing right now into the 

second half is a lot weaker than what we had thought we were going to see at the beginning of the year, as well as even 

when we came out of the first quarter, so that's the biggest change. The R&R market we're looking at is probably kind of 

low-single-digit bouncing along, and so where that impact hits us the hardest on the faucet side of the market. We're very 

strong in wholesale linked to new construction, cabinets out of the market as well, and in entry doors." 

 

 Kraft [KFT] Earnings Call 8/4/11: "First, as input costs increase, we quickly priced to offset them. Across our 

categories, we've announced about 85% of the pricing that we currently expect to take. More than 80% of these increases 

are already reflected on store shelves. In most cases, we took action earlier than others, and in certain categories we priced 

quite a bit more aggressively than our key competitors." "While we're certainly not satisfied with our Gum results we 

expected a slow first half due to two factors: First, sluggishness in the consumption channel as a result of the challenging 

macro economy; specifically, the decline of pocket money among teens, our biggest consumer segment." 

 

 Brown-Forman [BF/B] Earnings Call 8/31/11: "There is a lot of obvious uncertainty out there from the 

standpoint of: what a lot of the things that are happening in the economy today are going to translate to down the road. We 

do keep our eye on consumer confidence levels and they bounce around quite a bit and they've taken a bit of a dip here 



more recently, and so there still continues to be concern on the horizon. We hope it can be sustainable. We are obviously 

coming into the important holiday period here, and so we'll keep our eyes closely focused on that, but we're encouraged 

by what we've seen up to this point in time." "I think I might add, just one – I mean, it just feels to us I mean – because 

these numbers jump around when you look at the on- versus off-premise growth. It just feels better I think in terms of 

stability of some of this on-premise. It's not roaring back, but it's better for sure in my view than it was a couple years ago. 

It's been slow to come back I think. I mean it's been a few years here that it has been soft and that might have an impact as 

well on sustained recovery. All the indicators Don talked about, I think, have an influence on that. The other thing I think 

is in this U.S. market is the surge of just new ideas and innovation that have come to the market and on some level you 

have to look at the numbers closely. You wonder if that is adding to the market, in fact growing the market in addition to 

just swapping share out between brand trademarks and so a lot of the reports over the last several quarters have shown that 

new products and innovation as a percentage of the total growth had been rising, so I think innovation can play a role in it. 

And of course you always worry then is that you get over – does the market get stuffed with innovative products, but I do 

believe in the last couple of years, it's adding to the growth because consumers have an interest in it." "Right, it's certainly 

– it's too early to tell what we're going to be seeing in the holidays but certainly more recently things have been far more 

rational than what they were. I mean, one of the other encouraging things is, again, when you kind of look at the NABCO 

data and you look at what's happening in the price mix arena, there has been a little bit of improvement there. So I mean, 

overall, the industry is growing at around a 4%-4.5% rate and somewhere around 1% to 1.5% of it is coming from price 

mix. We think a lot of it's coming through mix based on comments we were talking about earlier in terms of starting to see 

some of the improved trading up but it does look like it's a much more healthy environment than what we were seeing a 

year or two ago where there was some pretty heavy promotional discounting going on." "In terms of the quarter and I 

think it's actually something that we signaled at our year end, we were starting to see cost pressures coming at us not only 

from fuel prices which have stabilized a bit recently, but higher fuel prices, a higher glass cost and higher corn prices. And 

so it is coming in that line item on cost and we expected it to pressure us this year and despite the fact that you're writing 

and noting that the Hopland brands went away, but we are seeing higher costs, we expect it to be sustained for the balance 

of the year. So we were expecting to have somewhat of a lower gross profit or gross profit margin percent growth."  

 

 Campbell Soup [CPB] Earnings Call 9/2/11: "We enter fiscal 2012 energized with a renewed focus on the 

consumer. While the economies in our primary markets have generally improved since the lows of the economic crisis, 

many consumers remain cautious. The recovery has not progressed at the pace or intensity consumers had hoped for. As a 

result, consumers remain careful about their purchases and feel the need for resourcefulness and vigilance." "I think there 

will be consumers that will continue to shop the category for price, and then there will be consumers that continue to shop 

the category for the benefits offered for the price paid and we intend through our marketing to communicate our value 

proposition to the consumer in a much bigger way." "The Australian market from an economic standpoint is starting to 

become more under pressure." "So the 8% to 10% is input costs, materials and packaging. That's what we said in July and 

that's still about right. That gives us a total cost inflation expectation before our enabler program of around 6% to 8%. As I 

just said I think we can offset around 3% of that. So, our expectation for total inflation and cost of sales, same as it was at 

the time that we talked in July, 3% to 5%." "From an input cost inflation perspective, we are expecting increases in flour, 

diesel, edible oils and dairy." 

 

 Smithfield Foods [SFD] Earnings Call 9/8/11: "Our Foodservice business is a little soft. I think others have 

reported there's nothing special in that except that the whole foodservice industry is suffering a bit, and we are a recipient 

of that since it's a sizeable piece of our business. In fact, I think the National Restaurant Association just published 

something recently indicating that the sentiment of the restaurant operators is the lowest it's been in nearly a year. And so, 

there is some softness on that side of the business, and we've seen that of late." "International operations continue to face 

high feed ingredient and raw material costs and a recessionary environment Europe." "International operations continue to 

face high feed ingredient and raw material costs and a recessionary environment Europe." "In terms of exports, our 

exports have gotten better, and they will continue to be better. I expect that we're going to report even a significant – we 

were up 13% for the quarter. That's trending up, so you're going to see more than that unless something really -- where we 

really got a lot of that booked at this point. So you're going to see a good second quarter as well on the exports. And I 

think our Fresh Pork's going to be even better. So I was very pleased with our Fresh Pork." "Well, I'm sure if I were a 

producer sitting there today, and I've seen what's happened to this hog market of recent and I see what the USDA 

predictions are on the grain crop for the year, which continue to deteriorate, I mean, I would be shaking a little bit; and if 

they haven't taken any protection and many of those producers don't take any type of protection at all, and you add that to 

where I think the banking environment is out there for farmers in terms of the additional extensions of credit, I don't think 

the situation's very good. So I think all that's positive for the business because I think beef's going to be down, too. So I 

think there's going to be a – we've got a shortage of protein today, I think we're going to have a bigger shortage of protein 



tomorrow. So not just in the United States, I mean, that's why I think the cheap U.S. dollar's out there, and you got some 

of these places still continuing to grow, particularly Asia. The demand for U.S. pork is going to be – continue to be very 

robust, and it's not just pork. And so I think that's going to create an environment that should be very good for this 

business. I mean, generally once you've been in – once the cycle's been this long, it starts to trend down pretty 

dramatically. We start to see the other side, I mean, Bo and l looking at each other, things look very good from where we 

sit." "And so, I guess, you should ask the question I think the food service business is going to return. We're not looking 

for just the root foodservice business to bring the volume back. We're expecting our retail business to grow even further. 

Because even if they don't eat at the restaurant, they still eat. So they go to the grocery store instead of foodservice, which 

means we still get the sale, we just get it at the retail counter as opposed to getting that at the fast food or the fast casual. 

So, we think it's something."  

 

 Del Monte Foods [DLM] Earnings Call 9/9/11: "Moving to Consumer, the environment for the Consumer 

business continued to be challenging. Net sales declined 6.1% and adjusted EBITDA decreased by 37.4%. Consumer net 

sales were impacted by volume declines mainly in fruit due to competitive product entries, as well as promotional activity. 

We had strong year-over-year veg performance due to strong end market execution. Higher energy, logistics and raw 

product operating costs, combined with a negative impact to the top line, drove the EBITDA decline in Consumer." 

"Clearly, the marketplace will continue to be challenging. We continue to expect input cost inflation year-over-year, along 

with a lag between input cost inflation and price realization. In the short-term, this will be a difficult environment." 

"Consumers continue to seek value as manufacturers continue to promote at high level. This combination impacted 

volume. While we did benefit from the pricing we took to mitigate costs, there was a lag between price realization and 

input cost inflation. During the quarter, this lag was exacerbated by heavier competitive promotional activity. That said, 

the CPG industry broadly, and Del Monte specifically, have experienced this environment before, and we do expect price 

realization to catch up with input cost inflation, and that the macro environment will normalize over time. Consumers 

continue to demand a strong price value equation, and where we delivered it, we were successful." "In addition, we will be 

evaluating our channel strategies to ensure that we are aligned with consumers' current shopping patterns and behaviors, 

delivering value to them in their shopping experiences. In light of our raw price and commodity cost pressures, we're 

taking a hard look at Del Monte's cost structure." "I could say 10% inflation obviously is quite high. It could be a function 

of where you see some of the input costs go. For example, on diesel, as you know, you got a weekly change in your diesel 

cost. That's a function of the crude environment, which is a big impact on our business. So, we'll see how things progress 

through the year. But I think overall, the expectation is the delta year-over-year on margins will improve as we progress 

through the year." "Some of the key input cost in that bucket would be corn, for example. If you look at corn in terms of 

the stock market, it's in the mid-$7 right now, which historically is quite high. If you look at last year, it was probably in 

the $4 to $5 a bushel range. That gives you a sense of the magnitude of some of the grain inflation we've seen. It's really 

driven by some very difficult weather conditions in the Midwest, which is driving down yields. It's a huge driver in terms 

of the Pet cost structure. That really affected us from an inflationary standpoint in the first quarter. In addition, obviously, 

when you see that, you'll see soybean meal also affected. And then there's the residual impact on the Consumer business 

insomuch the crops are grown in the same region, we'll see an impact in terms of corn and beans, in terms of green beans, 

affecting the Consumer business as farmers make choices about what to plant." "I think what you're seeing is pretty 

consistent with what you're seeing across the entire landscape in most consumer categories is that when you've got a 

consumer who is certainly struggling economically and disposable income isn't rising nearly as fast as inflation is, and so I 

think across most categories you're seeing more promotional activity than you normally would. So, while you're hearing a 

lot about list pricing action, the price realization or the price at the shelf is not certainly keeping pace with the list price. 

So, over time, given macro economic activity, and how things change with the consumer sentiment, you'll expect that 

we'll all realize list prices across most consumer category. It's just taken a little longer in this cycle given the volatility of 

the consumer sentiment for those to be realized. So it really is a – it's not specific to just our categories. It's pretty 

widespread. And I think you're not seeing it across all businesses, all brands, but I think on specific products and packages 

where the consumer has a price/value equation in their mind, that's what you're seeing people promote against. So, it's 

kind of spotty. It's hit or miss, and it varies retail-to-retail and market-to-market, depending on economic conditions, and 

what the consumer sees, and what the retailer's strategy is to deal with that. So, while the list price increase earlier in the 

year has taken effect, it hasn't worked its way through the system as fast as we would have liked it to have." 

 

 ConAgra [CAG] Earnings Call 9/20/11: "We now have increased net prices either through trade or list price 

increases on most of our portfolio. We feel good about that progress, but we need to do more." "First in Consumer Foods, 

net sales were $1.9 billion, up 4% driven by pricing improvements. While our pricing is still lagging some very high 

inflation rates, we are seeing acceleration of our price realization over the past few quarters, which is encouraging. 

Inflation, unfortunately, has continued to accelerate even faster than our expectations. For the quarter, we experienced 



inflation for our Consumer Foods business of approximately 11%, and while cost increases were pervasive across the 

portfolio, proteins, packaging and fats and oils were the biggest contributors." "…in our Consumer Foods segment, we 

expect very high inflation during the first half. But we also expect that this inflation will moderate somewhat in the back 

half as we begin to lap very high inflation rates we experienced in the back half of last year. And while it will take some 

time to overcome the inflation and pricing lag in this business, the cumulative impact of our pricing actions will be more 

significant in the second half."  

 

 General Mills [GIS] Earnings Call 9/21/11: "In summary, our U.S. Retail business have started the year well with 

results in line with our expectations. As we look ahead to the balance of the year, we're encouraged by the improving sales 

trends in our categories." "As we assessed the performance of our U.S. businesses and our international operations, we're 

encouraged by resilient sales results for our brands in what remains a very difficult operating environment. We're dealing 

with high inflation and volatility in our input costs. Consumer trends are a tale of two worlds and increasing number of 

consumers in emerging markets are buying branded packaged goods as their income expands. But high unemployment, a 

soft housing market and concerns about the economy are pressuring consumer confidence in spending in developed 

markets. Despite these challenges, we remain very optimistic about the opportunities for those of us in the food business." 

"I would say I don't know if we're at an inflection point. I mean, I would say we still see the environment as challenging. 

My comments on the foodservice side, I think as you heard earlier in the year, we were, you know, the forecasters there, 

Technomic were predicting maybe there would be a little bit of growth on that side of business. And if there's growth in 

foodservice it is usually because consumer confidence is increasing a bit and they are more optimistic about outcome. 

That's since come down. That sector is going sideways. We continue to think that the consumer is from what we can tell 

quite cautious. Very planningful about their shopping trips. We think that the environment there is going to continue to be 

challenging."  

                                      

HOUSEHOLD & PERSONAL PRODUCTS 

  

 Kimberly-Clark [KMB] Earnings Call 7/25/11: "Let me spend a few minutes on the cost environment. Costs for 

many of our oil-based materials have continued to rise even though oil prices have moderated over the last three months. 

That's true for polymer resin, superabsorbent, adhesives and other packaging materials. Costs have been impacted by tight 

supply for raw materials used in their production and strong global demand, particularly in China. As a result, we've 

raised our cost inflation assumption for the second consecutive quarter." "We would like to see a little quicker uptick in 

the birthrate, which that's probably the other sign of economic confidence, that's been weak for longer than we would have 

guessed. But we're starting to see some early signs that that may be improving, although the category will still be down 

more than we would have expected for the year." "What's actually happening is that – and this is probably a more 

complicated explanation than maybe you're looking for, is because of the relative price of oil versus natural gas a lot of 

the refineries are using natural gas more in their steam crackers and as a result they're producing less of the polymer 

byproducts that go into many of the things that we use like polypropylene or adhesives or packaging materials. And so 

there's still some relative shortages of the monomers that go into our supply chain. And so you're seeing still pretty firm 

pricing for polymers and adhesives and superabsorbents and things like that." "Yeah, I think that they had a little tougher 

quarter in pushing some of the price increases through and we'll see how that plays out. So far I'd say I'm encouraged 

about what we see happening in the U.S. and we've had pretty good success in a number of other international markets in 

taking price. And I think we're not alone relative to lots of other CPGs that are needing to get price with this kind of 

commodity cost environment."  

 

 Church & Dwight [CHD] Earnings Call 8/4/11: "Since January we have seen greater than expected increases in 

commodity costs and weaker than expected consumer demand in most of the categories in which we compete. Despite 

those headwinds, we delivered 3.3% organic growth in the second quarter, which was up significantly from the 1% 

organic growth achieved in the first quarter. This organic revenue growth momentum has continued into the third quarter, 

which is off to a very strong start. Like other consumer packaged goods companies, our second quarter margin was below 

year-ago." "In conclusion, 2011 is shaping up to be a very challenging year, due to the weaker than expected consumer 

demand, higher than expected commodity prices, and continued price wars…" "As I said a year ago when a certain big 

competitor started price wars, price wars are not good for everybody. Those who start it usually win some share at first 

and then they upset the guys who lose it. We also won last year in fighting back with some other competitors loss, and 

gee, guess what, those competitors that lost last year are being very aggressive this year with spending and forcing the rest 

of us to continue aggressive spending." 

 



 Elizabeth Arden [RDEN] Earnings Call 8/11/11: "We are in the process of reducing our distribution in 

international as I discussed in our Q3 conference call. Many of our fragrance brands, and in certain markets our Elizabeth 

Arden brand, are distributed too widely, in too many doors and are discounted in price or sold too promotionally. As we 

reduce the number of the doors and tighten distribution, this allows us to drive improvement in pricing, improvement in 

quality of distribution and find additional advertising fuel money." "…we've been living through in the last two or three 

years a very, very volatile environment, both from a economic and consumer confidence point of view, but also from a 

financial point of view in terms of currency fluctuations and performance across markets. And I think our revenue 

projections reflect us a level of, hopefully, conservatism and performance in our business. But it is a difficult, difficult 

time to being too aggressive at this point in the year." 

 

 P&G [PG] Earnings Call 8/5/11: "Global market growth came in at the low end of our initial expectations due to 

slow growth in developed regions. For the year, developing markets grew about 8%, but developed markets grew only 

about 1% on a value basis." "We implemented a number of price increases in the June quarter. As expected, we saw a 

spike in sales during the month of June due to retailer inventory increases ahead of our price increases. We estimate that 

this dynamic increased organic sales for the quarter by about one point, which will obviously have the opposite effect on 

the September quarter. Pricing added three points to sales growth to due to a combination of price increases and 

reductions in promotional spending, mainly to offset rising input costs. And mix reduced sales by a point as developing 

markets continue to grow substantially faster than developed markets." "In China…we are the leading consumer goods 

company with about – in Greater China about $5 billion in sales. That's about 3.5 to 4 times the next largest competitor. 

Having said that, we're only in about 15 categories in China. I think we entered three over the last year, and we have plans 

to continue to enter new categories there. And the average Chinese spends less than $3 a year on Procter & Gamble 

products. But in the United States, the average American spends nearly $100. So while we're leading, while we're 

growing, we're growing strong double digits, we still have work to do to get the rest of our categories in there and to 

accelerate the growth." 

 

 Estee Lauder [EL] Earnings Call 8/15/11: "we will give increased focus and investment to the brand-building 

aspects of freestanding stores. Emerging markets will drive much of the growth in prestige beauty, especially China. It is 

the fastest-growing beauty market, and holds huge untapped potential. Our sales are climbing rapidly, and it's expected to 

be our largest Asian affiliate this fiscal year." "Of course, there is a negative economy, and political trends here and in 

Europe create uncertainty for global economies and our company. It may postpone the moment when prestige beauty 

growth fully recovers to historical 4% to 5% levels. The recent volatility and uncertainty in global financial markets may 

impact consumer confidence, demand and spending. We cannot predict with certainty the extent or duration of these 

conditions, but we are better positioned now to manage our business more effectively and efficiently and allocate 

resources to the most promising opportunities." "Now, first of all, our range includes at the bottom of it the assumption 

that the current turmoil will create a certain impact on the global markets. Today we see the market – we were seeing the 

market growing about 4% globally. At the bottom of our range, we assume there will be one or two points of impact on 

the market globally." "First of all, what we say is that we have not assumed a major global recession. When we had a 

major global recession caused by the current issues of that in the U.S. and Europe, if we had a global recession, we will go 

back to markets where we are stable, as we have seen in '08 and in '09. So, we have not assumed that. But we have 

assumed that a certain softening of the consumption in the bottom of our guideline, which is in the range of 1 or 2 points. 

So, that's the first reconnect. The second, yes, we have assumed that after the first quarter we will see an intensified 

competitive environment. And third, there is an FX risk, also, that may happen after the second quarter in our opinion. 

And that's what we have taken under account. There are no volcanoes, and there's no earthquakes in our guidelines for the 

time being." "I would say that one of the big achievements of 2011 is the great results in North America, and particularly 

in North American department stores. Our department store business here in the U.S., and globally, had a tremendous 

year."  

 

 Avon Products [AVP] Earnings Call 7/28/11: "And I think the other thing, as Chuck said, is we're staring down 

and made the assumptions that there would be a 2%, 3% mass beauty growth rate in the U.S. certainly as we kind of 

looked at this in 2009 and we knew that we were going to have this recession moment, but certainly as we looked out to 

'11, '12, that the beauty market would kind of go back to its historic levels in the United States at least in mass. And you 

know, it's been unexpectedly depressed for longer than we thought. So we kind of have the headwind of a category that's 

not exactly robust, but it's certainly at mass, and the movement out and the halo impact of that on total rep earnings as 

well as those representatives who are placing less beauty because there isn't some of the non-beauty, certainly right now I 

think is exacerbating the direct sales energy for the existing representatives."  

 



 Clorox [CLX] Earnings Call 8/3/11: "In our Household segment, volume grew 2% driven by double-digit gains 

on cat litter offset by a modest decrease on charcoal." "Glad volume results were flat, reflecting the impact of our recent 

May trash price increase. Thus far, pricing in the Trash category has played out as expected with competitors following. 

Although our Glad volume was flat, sales were up sharply and we grew our track channel share on Trash during the 

quarter. Sales for the entire Household segment were up 1%, about on track with volume." "We continue to anticipate 

significant year-over-year commodity cost increases. While spot market prices have come down a bit off recent highs, 

commodity prices are volatile and remain quite high. We now anticipate a year-over-year increase in commodity costs of 

about $140 million to $150 million with increases across most of our commodities basket. We also continue to estimate 

about $40 million to $50 million of other inflationary increases in cost of goods sold primarily related to manufacturing 

and logistics." "Obviously, we're very concerned about the consumer response in this economic environment to pricing. 

The good news is we're being matched by competitive sets. The good news is we've been through these kinds of cycles 

before and we've proven that our models are very predictive and with things like innovation and brand growing efforts, we 

can weather the storm. But that clearly is the biggest concern we have around pricing is the ultimate consumer reaction." 

"That particular customer has never been a fan of price increases, and so we always provide a thorough discussion about 

the reason for taking pricing, obviously, based on, largely, raw material cost increases. I would not say that's been a 

particular issue with either that retailer or other retails this time around just because pricing is so rampant in the 

marketplace. A lot of the commodity pressures we're feeling are even more acute in some of the food categories. And so 

retailers are seeing a lot of pricing. Obviously none of us likes the inflationary effect of that. But that's kind of reality and, 

given that our pricing is based on sound economics, they've been accepted by all retailers at this point." 

 

STAFFING 

 

 Robert Half [RHI] Earnings Call 7/20/11: "We saw the following trends in the second quarter and the first few 

weeks of July. On a same day sequential basis, temporary and consulting revenues were up in April, up in May, up again 

in June. On a same day basis, permanent placement revenues were down in April, up in May and up again in June. During 

the first two weeks of July, revenues from our temporary and consulting businesses were up 19% compared to the same 

period last year. For the first three weeks of July, revenues from our permanent placement division were up 27% 

compared to the same period last year. That said, we'd remind you that permanent placement trends are difficult to assess 

over short periods of time.” “Our permanent placement operations reported a very strong quarter, with revenues at their 

highest levels since the third quarter of 2008…As I noted on our last conference call, this has been among the fastest post-

downturn recoveries we have seen in our business. This last recession was deeper than past ones in our history, but 

revenues have grown faster than in periods following other downturns. Notwithstanding the disappointing jobs report for 

June, we saw higher demand for our professional staffing services in the United States throughout the second quarter. Our 

staffing operations in continental Europe also performed particularly well.” “First of all, if you look at that June labor 

report, the brightest portion of that report was professional services, accounting and IT. So I think that was a bit of an 

outlier relative to the overall report, for starters. And then I'd also say that in our perm placement practice which is even 

stronger than temp and stronger than it would have been relative to prior cycles at this point, we're certainly seeing a fair 

amount of turnover in our clients that's also creating demand. And I'm sure you're familiar with this BLS JOLTS survey 

that actually shows labor turnover. And if you look at the professional segments of that you'll see that the voluntary quits 

year-over-year is actually up, I think it's over 20%. So not only is there demand from clients that are restoring their 

workforce from the very low levels they cut to, you're also seeing more voluntary quits that require replacement. There are 

several studies out there, Mercer has a recent one, Deloitte has a recent one that talk about, there's a fair amount of 

frustration and unrest with the current employee base relative to coming through this long downturn such that there's a 

willingness to entertain a new job. But again, we're seeing demand in perm not only from replacing prior cuts, but 

increased turnover as well.” 

 

 Manpower [MAN] Earnings Call 7/21/11: "U.S. is one of the markets that we did see demand for our services 

moderate throughout the quarter. We began the quarter with 11% revenue growth in April, which moderated to 4% 

growth in June. We are expecting to see this growth rate improve later in the year along with the improved forecast for a 

stronger economy in the second half." "The last thing I'd like to review is our third quarter outlook. As you know, changes 

in the economy can have a significant impact on demand for our services. With the direction of the economy in question, 

it is somewhat challenging to provide a forecast for the third quarter. Rather than speculate on where the economy may be 

headed, we have taken the view that economic activity will be similar to what we experienced in June and the first part of 

July." "Companies are very sophisticated now and demand precedes hiring; whereas before in previous recoveries, hiring 

was done in an anticipative way. This is part of what's driving the secular trend: demand higher, see the demand go down, 

you can turn the volume down, which is what we were seeing in the end of June. They were listening to the news, saw the 



volume plateauing a little, they turned it down. But they can turn it up just as quickly. So, I think it's all part of the bigger 

picture of how secular trends are positive to us but maybe a little  shaky and harder for economists to figure out in total." 

"…you may have r-squared this a little differently than we have. But over a period of time we've looked at GDP in the 

U.S. not to be as good of a correlation to our business as you would see, for example, in France, where it has a lot of light 

industrial component and manufacturing component. I also think within the – what you're seeing is is that we are seeing 

some subtle shifts in what makes up the drivers of GDP and where our business is focused in it. So as a result and how 

companies are using us. So you have a lot of factors that are being pushed into that number and creating a lot of noise in 

any kind of correlation that is determined. What's most interesting is is that when you look at and hear from our client and 

talk about their demand, most of them are fairly confident that demand is going to be jagged, but on an overall basis 

across a six-month period or a year period, is the jaggedness is still a left to right upward trend." "But we have the slowest 

recovery ever, so what's happening is is when people are saying, and I've heard this, if you used a baseball analogy, wow, 

it looks like you guys are in the sixth or seventh inning. And I keep saying I think we're closer to the second inning. It's 

just taking a long time. There's a lot of hits and foul balls and strikes and balls being thrown. It's a long inning. And, 

therefore, it'll be a little choppier. But we are really at the beginning of this still, just based on how we've seen this unfold, 

how much longer permanently it kicked in – it kicked in, not in the six to nine month, but closer to 18 month after some of 

the recovery." "we try not to be an economist and say halfway through we're going to start to see this. We basically take a 

trend line that we've been seeing in the last three, four weeks and say, all right, let's use that instead of some consensus 

numbers coming out from economists. So that's how we're looking at our estimates. The comments we made is when we 

talk to our clients, look at what got us into where we are right now in this soft patch, which is nothing overly systemic, 

and then doing a lot of research on our own, and it says that there is a quite good opportunity and actually a general 

consensus that this is going to play out a little differently as we move into the latter part of the year. So that was clearly 

more of an editorial comment as opposed to a guidance comment that we absolutely believe that. We're not banking on it, 

because we don't run our business that way, and we're not estimating our consensus or our next quarter that way." "So I 

think the economy certainly is still trying to churn its way out and move out of its funk a little bit in Italy. So they 

certainly have a ways to go, but over the last several quarters, we continue to see some good growth on the staffing side 

and that continues to evolve and develop. And we've been able to drive that with some good operating leverage onto the 

bottom line with some good margins as well. So I think, despite all of the headline news, I think, at least at street level 

today, it hasn't worked its way into what we're seeing in the business." "And when you have a financial –when you have a 

crisis that is caused by a financial meltdown, as we had in here, and you go back in history and look at all of the ones that 

have been caused on that, their recovery to get back to any sense of a normal recovery is at least two to two and a half 

years. So we are in a recovery now. We have been in one. But we haven't gotten to sea level yet to get the other parts of 

the recovery: mergers, acquisitions happening in a different way; new product inventions. So, this slow out, while 

frustrating and whipsawing us back and forth, I think we're going to look back and say, A), it's just what the doctor 

ordered, and two, it makes this recovery longer. I mean, if you look at some of the housing data, we probably have still 18 

to 24 months of inventory. So we move that out, we move some of our banking and finance issues out, you may find 

actually the recovery feels more normal 18 months to two years from now when consumers have increased, which they're 

doing if they're increasing their savings on a monthly basis. So I'm optimistic that this one is painful because it gives us so 

many head-fakes in so many different directions. But we as an economy, a U.S. economy, is still in an early parts of 

recovery, particularly when you compare us to the recovery of job market recovery – and there's some very good data on 

this – and we are well behind the job market recovery of Germany – and they did that through some different kind of 

incentives, well behind the U.K. So our job recovery is lagging other countries, and I believe it has to do with these 

additional weights that we have on our economy that, once we shake, we'll get into more of a second part of the recovery 

that looks more normal." 

 

 Kelly Services [KELYA] Earnings Call 8/10/11: "In terms of demand for services, we appeared to be following a 

normal seasonal pattern with a slow pace of improvement. Nevertheless, we believe that the general trends remain 

positive and that we're headed in the right direction." "Specifically, light industrial remains well ahead of pre-recession 

levels and continues to perform well." "Recent economic news and job reports have many consumers, investors and 

businesses wondering if the current U.S. recovery has stalled and from our perspective it's clear we have hit a soft patch, 

but the recovery has not ground to a halt. It is true that uncertainty hangs over the economy, fueled most recently by 

concerns of our nation's fiscal situation. The strength of the recovery has been tested this year by the convergence of 

several unusual events. The combination of events has created negative fallout throughout the U.S. as well as the world's 

economy. In our opinion, although the recovery is slow and somewhat erratic, we believe it is sustainable. Our customers 

expect continued economic expansion with the second half of 2011 stronger than the first. In the U.S., the current labor 

market remains essentially flat and while we saw moderate deceleration in temp job growth during the second quarter, 

year-over-year growth for our industry stands at a respectable 9%. During the first six months of 2011, temporary jobs 



were up nearly 11% and that's better than the 9.4% growth in the whole of 2010. And we are pleased to see that 

deceleration in temp job growth reversed itself in July trending back into positive territory. Let me remind you of how far 

we've come. Not that long ago in 2009, temp jobs were down more than 25% for the year in the U.S. and while we are still 

somewhat short of pre-recession levels in the U.S., we are building healthy momentum. In relative terms, June's 7.4% 

temporary job growth stacks up well certainly when measured against overall job creation. We also believe that ongoing 

economic uncertainty is helping to create a secular shift in demand toward temporary staffing as we provide the flexibility 

and fluidity employers seek during uncertain times. Our work force model may very well become the normal business 

model this cycle. We've already seen significant growth in the number of non-traditional workers as well as greater 

demand from our customers to recruit and manage a skilled  flexible workforce well into the future. And there is no 

question that skill shortages loom ahead and these trends reinforce our outlook." "We do have a large relationship with the 

U.S. Government; they are one of our top 10 customers. Even through the budget debate and the looming deficit, we did 

not see an intent to disproportionally impact temporary employment, and in fact, I would argue that the government is 

probably going to catch up to the private sector over the next few years in its use of non-traditional or free agent labor as a 

component of their labor mix." "Three things of direct tie to Kelly; our customers' rhetoric is very much along the lines 

that they plan to increase the proportion of variable labor in their talent mix and while I was somewhat dismiss of that 

rhetoric three years ago, the fact they've consistently stayed with it tells me it really is a strategic directive of their 

executive management." 

 

PUBLISHING - MEDIA 

 

 Gannett [GCI] Earnings Call 7/18/11: "Overall, the results reflect the current state of economies here and in the 

U.K.; strength in some sectors, while in others, a challenging environment for ad demand." "Publishing revenues were 

down just under 5%, and reflect in large part the softening economic environment here, and particularly in the U.K. While 

the economy seems to be improving through the end of last year, growth slipped in many areas of the country. Classified 

advertising categories were all impacted, including auto and employment. Real estate advertising demand continues to 

lag, reflecting what is sure to be a slow recovery in housing. Digital revenue growth was a bright spot, and the Publishing 

segment at U.S. Community Publishing, Newsquest and USA TODAY all achieved increases." "And then I think as well 

as we have gained clarity on the economy, and as we had indicated earlier in the year, our sense was that the economy was 

not as robust as perhaps some of the pundits thought, and in fact the economic numbers over the last few months sort of 

bear that out." 

 

AUTOMOTIVE 

 

 Genuine Parts [GPC] Earnings Call 7/15/11: "On the products side, we had growth in all four of the categories: 

technology, office supplies, furniture, and cleaning and break room, which we are pleased to see. This is the third 

consecutive quarter of positive growth across all four product groups simultaneously, which is encouraging. And we feel 

it's an indication that our Office Products business is on a very slow but gradual improving trend." "So we have seen some 

weakening in our retail business. And the biggest impact has been felt in the discretionary categories, which we attribute 

largely to the higher gasoline prices and cautious consumer sentiment. The nondiscretionary categories continue to 

perform reasonably well in the quarter." "And the only thing we can look at, at this point is the – like on the retail side, we 

can see the slowdown in the discretionary items. And we know anecdotally in talking to our commercial customers that 

the consumer is getting the absolute needed repairs, but they're trying to defer as much as they can at the time, or 

currently. But that's about as much as we know at this moment." "We would expect price increases to be a bit above 

where we are by the end of the year, a bit above the second quarter numbers by yearend. As far as what we're hearing 

from vendors, we have a lot of discussions with the vendors, and they continue to think that they need some price 

increases. Our posture on that is we're fine with that, provided that we don't lose competitive positioning and provided 

also that they're applied simultaneously across all of their customer segments. So we may see – we will see those numbers 

go up a bit, but I don't know that they would double between now and yearend." 

 

 Harley Davidson [HOG] Earnings Call 7/19/11: "Overall, worldwide retail sales of new Harley-Davidson 

motorcycles were up 5.6% in the second quarter. The big news for the second quarter was that retail sales in the U.S. were 

up 7.5% compared to last year. We're very pleased to report these positive results for the U.S. market, which represent the 

first quarterly growth in the past 17 quarters." "As we launch the remaining 2012 model year motorcycles tomorrow, we 

expect revenue will be favorably impacted by approximately 0.5% price increase on a worldwide basis. This is the first 

meaningful price increase that we have taken on motorcycles since 2007." "As we look back on the second quarter of 

2011, we are certainly happy to report our first year-over-year positive retail sales in the United States since before the 



economic downturn took hold. We are also excited to be able to increase our 2011 shipment guidance." "Despite our 

strong Q2 results and improved outlook for the remainder of the year, we recognize the main challenges that lie ahead of 

us and our customers." "So we’re seeing total demand accelerate in the first half of this year. As we said, we’re certainly 

concerned about some items in the back half, largely the economy and the fragile nature of the worldwide consumer, but 

we're very pleased with where we see retail sales." "We can't talk about July and we do not break out the months within 

any given quarter. We can say that we've seen in the last several quarters is the momentum as the business continues to 

improve and I think from the peak of the worst quarter that we had was in second quarter of 2009. For the eight ensuing 

quarters we've seen improvements in all but one of them, and that was pretty much a flat quarter-over-quarter basis. So the 

strength of the business continues. As we've talked about, the total demand for our products continues to grow, and we 

continue to narrow the used and new bike prices. So we feel very good about the overall momentum of our business and 

obviously, resulting in us taking up the shipment guidance, the 228,000 to 235,000 units." 

 

 Johnson Controls [JCI] Earnings Call 7/20/11: "Coming into the quarter, we were concerned that the production 

interruptions stemming from the Japan disaster would be more extensive and prolonged. The auto industry in general 

lacked visibility into the entire supply chain as we discussed at that time. I believe that a combination of higher inventory, 

production product substitution by the automakers and certainly alternate sourcing, helped mitigate the impact to some 

extent, but as you can see, it still had a major impact on our earnings. In looking at the macro environment in the quarter, 

the underlying automotive production levels were certainly more stable than we initially thought that they would be, and 

obviously I'm putting China on the side of that. Emerging markets remained strong, with China being the major market for 

us…" "So April and May were characteristically lower, weaker than what we normally would have seen and then we see 

recovery in June. We can tell you that in July we continue to see strong demand despite the – what would be cooler 

weather in Europe than normal and of course, the hot heat that we're seeing here in the U.S. So demand is recovered but 

we thought we would highlight for you that there was a weak period of battery shipments that took place early in the last 

quarter." "The headwinds that we really faced here were in the – our Residential business where we were impacted by a 

pretty significant downturn in the industry. And maybe just to put that in perspective, when you look at our Residential 

business through the first six months of the year, we were up about 14%. And that largely is – we think that's significantly 

better than the industry. If you look at the third quarter, however, our revenues in the Residential business were down 

15%. Now we tend to be more exposed to the new construction segment than some of our competitors, but it was a pretty 

– the sort of uptick that we typically see in the Residential business in the third quarter just did not happen, and we've got 

a pretty pessimistic outlook, I would say, for the Residential business for the balance of this year." "Emerging markets 

continue to remain strong for us and, as I said earlier, we're forecasting a pretty dour outlook in terms of the Residential 

outlook here for the balance of the year." 

 

 Paccar [PCAR] Earnings Call 7/26/11: "In the U.S. and Canada, the truck industry orders in the second quarter of 

2011 increased to 68,000 units compared to 65,000 during the first quarter. U.S. and Canadian retail truck sales are 

estimated to improve in 2011 to a range of 180,000 to 200,000 units from 126,000 units last year. That's a 50% increase 

from last year and also reflects the industry retail sales of about 84,000 units for the first six months of this year. We have 

lowered our industry retail sales forecast range in North America due to the uneven economic conditions and supplier 

capacity constraints, specifically tires and chassis components. The European truck registrations for the second quarter 

were 63,000 units, a slight increase on the first quarter registrations of 59,000. We estimate that Europe's greater than 15 

ton truck market will be between 230,000 to 250,000 units this year versus 183,000 units last year. That's a 30% increase 

year-on-year. Looking at the two markets, there may be some questions about the health of the suppliers, and I would just 

remind you that in North America, our two largest car manufacturers, General Motors and Chrysler, went bankrupt during 

the recession, and as a result the entire supplier industry suffered, whereas in Europe, though they had slower car sales 

because of actions by various governments, employment was able to be retained, there was no housing bubble, and as a 

result, suppliers are in much better shape in Europe. The improving global economy is benefiting the truck market, but is 

also increasing the material cost from suppliers. Aftertreatment, cooling, electrical, filtration, precious metals such as 

platinum and palladium and overall emission-related costs of approximately $15,000 in North America in the last five 

years have impacted our entire industry's margins, as the transportation industry is not able to fully absorb these additional 

costs. That's the price of doing business in our industry." "I've got housing in a 50-year low, which impacts, I'd say most 

basic materials and industries. You take a look at excellent companies like a Wal-Mart, a Lowes, a Home Depot, people 

aren't putting a lot of money into fixing up their houses. So that impacts glass, brick, wood, concrete, TVs, refrigerators, 

carpet – all those things get moved by trucks. So as I say, as we indicated in our press release, the recovery is uneven, and 

then you overlay a 9% or 9.5% unemployment rate, and I think people are rightfully just, they're cautious about what's 

going to happen." "But there are suppliers in the automotive supply base in North America, was really impacted seriously, 

much more than maybe people understand. I've seen the term hollowed out in different articles. When you've got a major 



contraction in the car industry, and a lot of these suppliers supply car and truck, people talk about double dip. Suppliers 

are rightfully very cautious, should they add new facility, should they hire more people, should they expand their facility. 

What if the economy, whether it's because we don't have a debt ceiling agreement or unemployment continues, what if 

there is a double dip. They don't want to get caught again. There is a lot of people that are rightfully cautious and 

conservative, and we're working with them to meet our needs, but it's not just all rosy out there." "And I think the biggest 

thing that's probably out of our hands is the general economy. I know, a lot of the analysts that cover the industry, 

particularly through the heydays of '06, '07 and '08, and I think we need to recognize that a lot of the margins being 

generated then, the whole economy was just really doing well. I'm not talking about trucking, I talking about just the 

general economy. It was buoyant, there was a lot of confidence. Housing was gosh, probably 1.8 million housing starts in 

that timeframe. We're now at about 500,000 to 600,000, so it's down 60% to 70%. Car sales were bumping 15 million, 16 

million, 17 million. There was a lot going on. And so margins for every industry were pretty good. Customers were able 

to pass along costs as they came in, and now we're in a different economic cycle. So, if you guys can tell me when we're 

going to get back to '07, '08 general economic buoyancy, that would be great." "Now balancing that there are challenges, 

as you would find for any rapidly growing country, whether it's interest rate, inflation, the currency versus other 

currencies, and that's something that I'm sure the government is working on very hard. So, will it have some ups and 

downs in the truck market? Well certainly. We've seen it in every other market, and just as an aside, the Chinese market, 

which continues to be the largest truck market in the world, greater than 15 tons, or let's call it medium and heavy duty 

trucks, it could be down 10% this year. And we've been going to China gosh, for decades. If you would have talked with 

any of the Chinese manufacturers even a year ago and said you think things are going to go down, you would have 

probably been, it would have been a long silence, because everybody there is geared at 7%, 8%, 9%, 10% growth. But the 

market will be down in China 10% and let's put that a perspective. That's over 100,000 trucks down, which is more than 

half of the U.S. and Canadian market. So those are significant changes, but that's the way the world is. It doesn't always 

go up, and we've been doing this a long time." 

 

              Navistar [NAV] Earnings Call 9/7/11: "So, if you look at slide 5, you can see that the trend in the industry has 

been for the last three years very difficult and encouraging going into 2011. The other two charts on here from the experts 

FTR Organization and ACT shows that, that trend for improvement should stay with us for quite some time now, that is 

the forecast. I think, if you talk to others in the industry, they would give you some similar feelings to that. At the bottom 

of the page, bottom right, retail sales. Our estimate was at the beginning of the year, industry demand would be 240,000 to 

260,000, industry demand, and then today, we're saying the same thing, 240,000 to 260,000, a little change in mix, a little 

bit more on the medium side, a little bit plus on the class 8 side, and much of that is really related to some supply 

constraints that we'll talk about in a little while. We put on slide six just some recent articles that were in transport topics 

that show that production rates are still strong, freight is good – freight rates are good. Again, all positive things that the 

industry will continue to grow. Another factor in it is used trucks – that's probably another indicator. There aren't very 

many used trucks out there, and the prices of the ones that are out there have escalated quite substantially over the last 

year and you can see it's close to $35,000 for a five-year-old sleeper today, about $10,000 to $15,000 higher than it was 

only a couple of years back. So, used truck market is strong as well." "I think first off, we're not seeing cancellations of 

any meaningful sense as a result of what's going on in the economy. In terms of the dealers ordering, as dealers see their 

business coming back as they have confidence in the economy, and their customers have confidence in the economy. 

We'll see more dealer orders. The element of cancellation, I don't see that playing into any decision-making on placing 

orders these days." "Okay, thanks, everybody for today and your participation. I also have two questions that I have 

outstanding that I wanted to give the answers on to now on the webcast. The first is what were the GDP assumptions in 

2012? And that is 2.4%. So, that's the GDP assumption in our 2012 industry standard. The other thing too is we're still 

assuming that replacement demand is the major factor going into 2012." 

 

            Pep Boys [PBY] Earnings Call 9/7/11: "When we reported first quarter earnings back in June, we also discussed 

the challenge we're facing in tire sales. Tires are a big ticket maintenance item that customers defer replacing during 

challenging times. The Rubber Manufacturers Association industry shipment data for the quarter reflects this trend. I've 

seen this several times before during my career. It generally lasts three to six months, then consumer demand starts to 

normalize. We started to see tire sales improve somewhat in August, but it is still challenging. We expect that fall and 

then winter weather will assist in curtailing the deferral. On a macro basis, our business mix is influenced by miles driven 

for tires and maintenance. Repairs are influenced by miles driven and age of vehicles. And appearance and performance 

are influenced by consumer spending. Gas prices, which have declined recently but remain over 30% higher than last 

year, affects both miles driven and consumer spending. While we expect the challenging economic environment to 

continue, we also see plenty of opportunity for Pep Boys to be successful as we serve our value-oriented customers. We 

are also starting to see the impact of the reduction in new car sales from 2007 levels. It continues to assist sales of parts 



and service for older vehicles, but it is being offset somewhat by lower initial replacement sales of maintenance items for 

newer vehicles. Consistent with lower new car sales levels since 2007, we see that first in tires, which typically see their 

first replacement after two to four years. We're also starting to see that in other replacement categories like brakes and 

batteries. Because of our business mix, we don't see changes in new or used car sales as material to our overall business 

over the long term. Rather it impacts the business mix." "Our Retail business has been more challenging as comparable 

store sales climbed 3.1% for the quarter and 2.3% for the year. A tight economy for discretionary spending, which is a 

significant part of our Retail business creates a headwind for our automotive superstore." "As we've stated before, we 

believe the most significant external factor impacting our business is miles driven, which declined in March through June 

2011 after growing modestly in the previous 12 months. Gasoline prices in March through July averaged almost a dollar 

more per gallon than in the prior-year period, which we believe influenced miles driven. This change in trend combined 

with continued high unemployment and negative consumer confidence in the overall U.S. economy depressed our second 

quarter sales. These trends in particular negatively impacted sales in our discretionary products and tire categories. These 

same trends, however, aided our maintenance and repair services as customers are focused on maintaining their vehicles 

as opposed to buying new ones. Of course, our primary response to fluctuations in customer demand is to adjust our 

service and product assortment, store staffing and advertising messages. We believe that we are now well-positioned to 

help our customers save money and meet their needs in a challenging macroeconomic environment." 

 

INDUSTRIALS - MANUFACTURING 

 

 Fastenal [FAST] Earnings Call 7/12/11: "End market sales trends, manufacturing picked up some steam in the 

quarter. That's really what drove – a big part of the driver of our strong sales trends. Our manufacturing business, and here 

I'm talking not about our manufacturing, I'm talking about selling to manufacturing customer base, that business continues 

to do well. I believe vending is helping that business in a meaningful fashion. On the non-residential side, if I read the 

newspapers, I continue to be somewhat pleasantly surprised by our numbers. Our numbers could be stronger but if you 

read what's in the newspaper, our numbers have done pretty darn good because construction's not exactly a strong 

business right now." "Our health care, which was problematic for us in 2009 and including 2010, continues to manage 

very well in the current environment." "…actually June started out a little soft, and I was starting to believe the ISM for a 

few days there. Actually I believe, but it started out soft, it came in and had a very strong finish in June, the strongest 

finish we've ever had, which has really turned out to be a good month. Geographically, it was pretty even, we don't have 

any real soft spots. If anything the Eastern half of the United States is a little softer than the West. I think a little bit of 

that's driven by a little uncertainty in the auto industry or there was some uncertainty there for late May and some of that. 

Overall, the entire business did well. International did exceptionally well, grew at about almost 50%. Regionally, there 

was no one that was doing great. Some of the areas like the Southwest, the oil belt down there has cooled off a little bit, 

they're still ahead of the company, but in the first quarter, they were well ahead of the company. So that's softened up a 

little bit. Midwest remains strong and I think a lot of that's being driven by optimism in the Ag industry and a lot of the 

agricultural business is doing really well with $7 corn." "I spent the last week of April in Asia, visiting factories talking to 

a lot of people I've known for years about pricing, because I was curious in that the Taiwanese and Chinese, they're going, 

it's not going to go up a lot and a lot of it is because the demand is ho-hum. The demand is good but not great and they just 

don't feel that they can push price increases. So we look at it as very stable, chances of it going up are probably greater 

than going down, but we don't see a lot of movement in either direction." 

 

 United Technologies [UTX] Earnings Call 7/20/11: "We're clearly operating in a better economic environment 

than a year ago, however, most measures still point to a slow and uneven recovery. High unemployment, a weak housing 

sector, and the deficit standoff in Washington all continued to dampen consumer sentiment here in the U.S. while 

European sovereign debt worries still plague financial markets and constrain government spending in the E.U. On the 

other hand, emerging markets continue on their growth trajectories even with the adoption of cooling measures by the 

various governments to hold down inflation. And importantly, airlines continued to fill seats in spite of higher air fares. So 

with this uneven economic backdrop we continue to see sales and order rates consistent with our full-year expectations for 

most of our businesses.” “We had a good quarter. I think 15% on a constant-currency basis increase in orders. Very, very 

strong in China, up almost 30% in orders. So, again, good growth there, good growth around the world, we saw good 

growth in Russia, in India, in Brazil. The U.S., Europe kind of a different story, kind of flattish. The U.S. is a tougher 

compare because of the big order we had last year with the LAX airport, but I think good momentum across the new 

equipment business at Otis and as always, a strong focus on cost control, which is why you're seeing these very, very 

strong margins.” “Again, we saw very strong organic growth in the first half of the year driven by Transicold. That's going 

to slow down in the back half of the year. So, again that's a high-margin business. We see good sales conversion on that. 

So, you're going to see a little bit lower conversion in the back half of the year. But having said that I think all of the 



businesses are hitting on all cylinders there. Slowest in the residential side, but still I think good earnings momentum there 

and it's going to be a good year. You just have to remember the compares get tougher in the back half of the year, not just 

for Carrier, but on the commercial aero side as well. And that's why I think, again, very strong first half and we'll have a 

good back half, but probably not the same big headlines that we saw here in the front.” “I think, the market, especially in 

the U.S. and Europe remains tough. Obviously, with the dearth of new commercial construction in both the U.S. and 

Europe, there's not that much new work going on, so the bidding is tough. At the same time, we've recently raised prices 

in China on new equipment to compensate for the higher commodity cost, especially on some of these rare earth metals 

that we've seen. So, that happened, I think, July 1 we've raised prices.” “And the biggest single driver for growth in China 

is going to be social housing. I think, year-to-date they started about 5 million new social housing units. They expect to 

build about 10 million for the year and do that for the next five years. And I think that's driving growth. You also see at 

the provincial level still big investments in commercial real estate development, maybe slow on the East, but in the West 

it's not that way. So, people need a place to live. We continue to see this big trend in urbanization; we continue to see that 

as the driving macro force in China that's going to benefit our businesses. A little different than the machinery and 

equipment segment because these people need a place to live. Obviously it's going to slow down. I think China, the 

growth rate that we saw this quarter with 30%, or nearly 30% at Otis and over 20% overall for our businesses is not 

sustainable, but I still think, this is a country that's going to grow at least high single-digits over the next few years and 

we're going to get more than our fair share there.” 

 

 Ingersoll-Rand [IR] Earnings Call 7/21/11: "We saw strong markets in Industrial, transport and commercial 

HVAC and the North American commercial Security markets appear to be bottoming. We continue to see strong growth 

in emerging markets and cash generation is on track. The clear disappointment in the quarter was Residential, both in 

terms and revenue and profitability. As compared to our expectation, we were about $100 million off our prior revenue 

forecast as the market softened in the second quarter." "We believe activity levels indicate continued strength in transport 

refrigeration and industrial markets as well as the service and replacement of commercial HVAC. We expect to see a 

continuation of challenging conditions in the U.S. non-residential new construction market for most of the year, given our 

Commercial Security business is more heavily weighted to new construction than our commercial HVAC business, and 

we have slightly decreased the revenue outlook for that business as new construction recovery forecast is pushed out. We 

also see a continuation of a challenging backdrop in residential markets, as single-family housing starts and consumer 

confidence remain at low levels. FX will have a slightly more positive impact to our revenues for the year." "No, inflation 

hasn't changed much. I mean, the only thing that would have been a little bit tougher for us is steel. You know, it's 

creeping up again, but we've had some reductions in zinc, we've had some stability in copper and aluminum. We continue 

to convert material from copper to aluminum. And in terms of other inflation, which is largely labor, I mean there's no real 

surprises there. That number hasn't moved very much for us." 

 

 Emerson [EMR] Earnings Call 8/2/11: "… the summary and outlook; we had a strong third quarter performance, 

with underlying sales growth of 10%, operating profit margin of 18.1%, and strong cash flow performance. We are 

entering a period of more macroeconomic uncertainty in the second half of calendar year 2011." "These are extremely 

uncertain and challenging times with the Japanese earthquake and tsunami, global material inflation, dysfunctional 

governments in the U.S. and Europeans not able to deal with the tough issues of debt and excess spending." "Now why 

did we call out last week in our orders that things are getting weaker? Because they are, they are weaker. We have always 

been very open in our communication to our shareholders and to our investors. And when we see fundamental change, we 

call it out. There's no reason to hide it. It's the facts and we did it. Our underlying orders grew only 6.5% for the last three 

months. That is outside the range that I have been talking about for several months, in the 7% to 10% range. And yes, it's 

against tough comps, but I saw fundamental weakness happening over the last 60 days. And then a couple days later, they 

announced GDP. GDP in the U.S. grew in the first half less than 1%. Let's get that said, less than 1%. You look at all the 

facts that have been coming out the last couple of weeks and the economics have been weakening. It's not new news. We 

have to deal with it. We have to position the company to deal with those things. Then we have a government situation, 

their inability to deal with the real gut issues of excess spending and debt. All we hear out of government is we're going to 

raise taxes. We don't like corporate planes. We're going to sue Boeing, one of the most strategic companies we have in 

this country, for building a new plant in South Carolina. We have no desire to really go after corporate tax reform, which 

would fundamentally change this country and encourage people to invest and reinvest and create jobs in this country, but 

rather demagogue and go after people that actually create those jobs, be it corporations and people that are successful. We 

have a difficult issue right now to deal with in this country, and the same is going on in Europe. They are in no better 

condition. So as I look at what's coming at us in the second half this year, I do not see the catalysts that would say that the 

economy will be fundamentally different in the second half than we saw in the first half. Maybe the gross GDP will grow 

a little bit more in the second half, but fundamentally there's nothing going on in the U.S. right now that would encourage 



corporations to ignore the excessive regulations coming at us, not to mention the new Dodd-Frank bill relative to 

whistleblowers or producing or mentioning what we have to do with minerals. We have to publish now what minerals we 

use. You look at the new healthcare bill, you look at last week we decided in Washington to raise the CAFE standards for 

the second time within three years on the day that we announced less than 1% first half GDP growth in the U.S. economy. 

I would say Washington is arranging the chairs on the Titanic, the way I look at it. So we're dealing with realism here in 

this company. We're looking at slower growth. We don't know exactly what that growth is. We will manage accordingly. 

Our orders in industrial work will stay up. I can't tell you right now what the second half will be. I can't tell you what 2012 

is going to be. So don't bother to ask me because I will not tell you. If you ask me what 2012 is, the first thing I'm going to 

ask you is what is your forecast for the second half of GDP and what is your forecast for GDP in the first half of 2012? 

Let me know and I'll tell you what my forecast will be." "From our perspective, China is still performing very well in 

total. We had a very good quarter. We were up 11%, which was higher than we were in the second quarter. And we're 

expecting a very strong, solid double-digit growth in the fourth quarter and again for the whole year." "I just look at the 

order pace. I think the biggest issue that I'm watching right now is they're not really, either in the U.S. or Europe, really 

addressing the gut issues. The U.S. has enormous regulations coming at us right now. The incentive to invest in the United 

States is negative. And from my perspective, people talk about we want clarity. I've got all the clarity I need. They're 

spending. They're regulating us. The tax rates, they're talking about raising the tax rates. Our tax rate this year in the U.S. 

will be around 36%. We'll pay in U.S. taxes this year over $500 million, actually pay the U.S. government over $500 

million, and they say they want to raise it even more. And so I'm looking at that as a – I run a company. I have a lot of 

money to invest. And I look at that and I say I'm not going to invest it here. And I think customers – I think a lot of 

customers have the same concern. And then when you have a company like Boeing, you're talking about one of the iconic 

U.S. companies, gets sued by the federal government. If that doesn't get your attention, nothing will. They get sued for 

investing $2 billion in South Carolina. Last time I saw, South Carolina was a part of the United States of America; and 

you get sued for that? I tell you what, as a CEO, you get my attention. And so from my perspective, I think people are 

very nervous about all the regulations. We have no idea how much more healthcare costs we're going to get thrown at us. 

And all I see every day, things come at me. Just take the new whistleblower rule or you take the new commodity rules or 

you take a look at everything that's coming at us, and it's just, you're sitting there going, how much can you burden 

companies that do invest and try and create jobs? And the answer is I guess it's never-ending because they think that we're 

going to take it all and we're going to sit around. So I think the environment right now is not very good, and I think 

Washington doesn't understand how to create jobs. They're talking about basically raising taxes or get getting rid of 

corporate planes, or it's amazing. Or doubling the CAFE standards, that's going to create a lot of jobs. That's my opinion. I 

can control a lot of money to invest in this country, and we employ 140,000 people worldwide, including 35,000 people in 

United States."  

 

 Textron [TXT] Earnings Call 7/20/11: "At Cessna, revenues were up $17 million on a year-over-year basis 

primarily due to growth in our aftermarket business. Jet deliveries, at 38 units, were down from 43 in last year's second 

quarter." "I would say where we sit this year, the reason I say look it's modestly improved. Right? It's not taking off but I 

certainly have not seen any indications in the market in terms of customer discussions and level of activity that would 

indicate that things are going to be like they were last year in that sort of the June through September timeframe. The 

customer activity, the rate of order booking is maintaining positive momentum at this point. Now, I mean if something as 

dramatic as what happened at a macroeconomic level that happened last year, of course the industry would be affected by 

that, but I don't think it's reached that point." "Actually it's been reasonably strong. Southeast Asia, Indonesia, these areas 

have been good for us on both Citation Jet as well as Caravan has been good. The Eastern European, Latin American 

markets are still strong; so it's been fairly balanced I would say. I mean it's not one particular region but I would say the 

level of interest and the market kind of, as I said, sort of modestly recovering we're seeing on a pretty broad basis."  

 

 Eaton Corp. [ETN] Earnings Call 7/25/11: "The great strength we are continuing to see here is more on the 

industrial side of the marketplaces. We believe the U.S. non-residential markets are close to a bottom and that's very much 

reflected in the bookings that we are seeing here during the second quarter, and the fact that our bookings year-to-year are 

up quite strongly in the non-residential marketplace." "We think 2012 will be a solid year, and the consensus view, as we 

look out there in terms of global GDP now is about 3.7%, and more importantly, when we look at global manufacturing 

and industrial production, the consensus out there is about 5.2%, a pretty good environment for industrial manufacturing 

companies like Eaton, but we think there are a couple of additional reasons that it may be even a little bit more attractive 

here than that for Eaton because our late cycle markets are just beginning to accelerate." "And in somewhat of an odd 

fashion, many of the early and mid-cycle businesses started to recover, I would call it, out of pattern from traditional 

economic recoveries. We are still seeing the industrial markets recovering, whether that be in the electrical or in the 

hydraulics market. We are continuing to see growth in the mobile side of the hydraulics market as well. NAFTA class 8 



clearly is in the midst of a several year ramp up and we've talked about our view that we think 2012 is a year that starts 

with a three in terms of NAFTA heavy duty. And the global automotive marketplace is continuing to recover, not just in 

emerging nations, but in mature economies such as the U.S." "Clearly the much weaker area has been the small 

commercial it's been what you tend to see in and around retail. It's been weak in the office market segment and, of course, 

those are big contributors into what you see with the ABI information that comes out. I think anything that's behind the 

export side has done well and again, that gets you back to the manufacturing side." "If you step back and look at the 

economy, I think most people agree that the Chinese GDP number was somewhere over 10 last year; our own 

approximation, it was about 10.3. We think this year it is going to be over nine, our best approximation is it will be around 

9.5. I recognize any estimate of the Chinese economy within 0.5% is probably unduly precise. But what we have seen is 

that there are segments of the market that are still growing very quickly. There are segments that have cooled, not unlike 

what we've seen elsewhere around the world. The truck industry is an area, obviously, that had a booming year last year 

and has cooled fairly significantly this year. Auto has seen some months of slowdown, but is up at a pretty high level, and 

then you have seen some evidence out of the hydraulics end market that some of the individual competitors are doing very 

well. Some others are not doing so well, and I think that's more of a reordering of competitive position than it is simply an 

end market issue. We're continuing to see pretty good activity on the electrical business, as you go through the whole 

power distribution area, and if you remember, going back to the first quarter, there were articles being written that you 

were seeing weakness in that power distribution area. That seems to have come back a little bit, and the utility spending 

has come back a little bit, so a little different segment by segment, but we still think there's positive growth there. And I 

would say on the larger issue of the BRIC countries, we think they are being responsible doing what they've got to do with 

interest rates and that has – and I mean, that's increasing them. And so that means that we have seen some slower rate of 

market growth, but as I mentioned in my opening comments, our sales are actually up 30% in the emerging nations in the 

second quarter versus a year ago. And so we are continuing to see strong growth." 

 

 Danaher [DHR] Earnings Call 7/21/11: "…but having been with the China and Indian teams earlier this week, 

albeit telephonically, I would characterize the general tone and outlook as quite buoyant. We clearly are working against 

some very tough comps. I think we've seen some signs in China, for example, of a slow start in a couple of businesses, 

Water being one, on account of the timing around the five year plan, maybe a bit more so than the tightening. I think some 

of our businesses are on the outlook for signs of credit tightening where they deal with smaller customers. But by and 

large, I think their mood was quite upbeat with respect to the second half. India is obviously dealing with a couple of 

different issues. Might say, by and large, we expect a little of the froth to come off, but still think as we look at the third 

quarter and certainly the second half, the emerging markets will lead the way." "Certainly as we look at the geographies, 

the emerging markets led the developed markets and the U.S. was ahead of Europe, so it was really the first time we saw 

that differentiated performance out of Europe. I would say it was, by and large, broad based. And it certainly didn't 

necessarily get better as the quarter wore on and the angst and the like from the headlines grew." " 

 

 General Electric [GE] Earnings Call 7/22/11: "Our global growth was especially strong. There remains a few 

sources of volatility, but they are well known. It's housing in the U.S. and the impact on appliances, the U.S. wind market, 

and the slow European economy." "Orders were a real highlight. They were very strong, a big highlight, growing 24% 

with real strength in every segment. This actually comes off a good quarter in second quarter of '10 when orders also grew 

by 8%. Organic orders growth was 17%, and energy orders were particularly strong." "Our Consumer business had 

another very strong quarter." "For Commercial Real Estate we're still facing losses, but we are seeing signs of 

stabilization." "Energy had a mixed set of results in the second quarter." "Next is oil and gas. This business has 

experienced tremendous – experiencing tremendous growth." "Transportation business had another strong business in Q2. 

Orders of $1.4 billion were up 19%. Equipment orders of $835 million were up 5%. Service orders of $534 million were 

up 50%, and the equipment backlog closed at $4.2 billion, up 26% over last year. Revenues of $1.2 billion were up 74% 

driven by higher volume. We shipped 40% more locomotives to our U.S. customers and almost five times more 

international locomotives driving those equipment revenues up 72%." "Well, we're – we are seeing material deflation. 

We'd expect to have, you know, over $300 million of material deflation for the year. We're going to have some inflation 

on labor. And pricing has gone from a positive of a couple hundred million last year to a negative of somewhere between 

$500 million and $600 million, $700 million. So it's – the value gap is negative. Our expectation in 2011 is that it's 

negative. It's driven by the negative pricing. And our objective is that that will level off as we go through 2012. As Jeff 

said it, we're putting out quotes today that are better in pricing than what we're seeing in orders today, but they come in, in 

the next six months or so into orders, and then it takes another nine months, twelve months to get those orders into sales. 

So I think we're just going to have to work through this backlog. We have anticipated that when we put together the 

framework we have for 2011. We have anticipated what we know today for what we put together for the framework for 

2012. We've got to get more material deflation. We've got to continue to do a good job of sourcing from low cost 



countries." Commercial Lending and Leasing: "Hard to connect the dots between that and some of the volume we see. I 

mean, I think the environment has been really tough in the U.S. and Europe for the last two years and everything related to 

providing financial products to customers has been tough. You know, for a while they had a lot less access to credit, now 

there's more access to credit, but it's still challenging. I'd have a hard time saying that there's a direct connection between 

the uncertainty and the debates in Washington or the debt crisis in Europe and the business we're seeing. I think on a 

relative basis, things continue to improve in our outlook. Our backlog is up in CLL." 

 

 Honeywell [HON] Earnings Call 7/22/11: "Now in our revised outlook for the year, we think that we've 

maintained a balanced view, given the uncertainties that surround the global macro environment and the volatility in the 

commodity and foreign exchange markets. While we expect UOP growth to accelerate further in the second half, due to 

the project nature of UOP and the lumpy shipment timing, you could expect there could be some volatility quarter-to-

quarter and project timing could delay. On the other hand, on the positive side, we're encouraged by the rate of 

improvement and uptick on the Commercial Aerospace markets. And if pricing holds, we believe SM could be even better 

than we've guided. So as we sit here today, we feel we have a path to a high end of the outlook range, and we're also 

appropriately covered on the downside should the economy slow and the euro move lower." "Pricing's doing well across 

all our businesses. We've had a constant focus on it for 10 years now, and it really pays to just keep doing that. So we 

don't see pricing pressure affecting us all that much. And when it comes to raw materials, priced in the other direction, 

that's something that we'd be anticipating. We're not seeing anything that we didn't anticipate. I would say to Dave's point, 

one of the nice things we have seen is supply-demand imbalance with Specialty Materials, which has helped us in a 

couple of product lines, when it comes to pricing, demand exceeding supply." "Actually, our businesses have been 

growing pretty well in Europe and better than we had expected. I would say the dichotomy you could point to is that 

northern Europe tends to be much stronger for us than southern Europe. And when it comes to restructuring possibilities, 

we'll be looking at that across the world, so it's probably too early to say where we might do something or not at this 

point." 

 

 Caterpillar [CAT] Earnings Call 7/22/11: "And I really can't think of a more attractive business industry than 

mining, not just for the next two or three years, but really for the next 20 to 30 years. And as I've already mentioned 

mining is a great strategic fit with our capabilities." "If you look at material costs and freight costs, which were a pretty 

good drag on the second quarter, there's probably still a little upside pressure on material cost in the second half. With 

freight, there's quite a bit of fuel surcharge in there. So with fuel prices down, maybe there's an opportunity for a little bit 

of relief in that." "I'll give you a little bit of color. The second quarter actually was – again, we don't give quarterly 

guidance. But the one bit of info that I can tell you about the second quarter was $100 million impact on Japan was lower 

than we thought. So the Japan piece was a little bit better. What I would tell you is when we were talking about our 

outlook three months ago, we said hey, for a lot of products, we're capacity constrained or production constrained. I think 

what allowed us to take this outlook up is actually better production levels at some of those places that were constrained, 

quicker recovery in Japan, and in general, better demand in areas where we weren't capacity constrained. Solar, for 

example is better. Power Systems is better. Construction Industries is better. Mining is getting more production out. So 

again, we don't do the guidance by quarter. We don't do it by unit, but it was fairly widespread." "I think the only thing 

back to the earlier comments and some of Doug's points is I think you do have to assume based on our long-term outlook 

that there will be continuing investments relative to capacity. The emerging market growth, you know the story there. If 

you take the U.S. and Europe, we're at 50% of the prior peak. You've got rental fleets in U.S. dealers today that are below 

the '02 bottom. Average age is 30% older. There's a replacement cycle coming, and that's why you're seeing investment 

this year. I think you're going to see investment moving forward as well." "I view a slowdown, emphasis on slowdown, 

not crash in China as pretty favorable for Caterpillar and for our industry. We all knew that market was way too hot, and it 

probably will heat up again at some point. But a slow down lets us all in the industry take a breath, make sure we don't 

over-capacitize, and gives us a chance to reconnoiter. The other thing it does, it allows us, where we can, and because of 

our global footprint, we can source into or out of China because we are making world-class excavators there. And there 

are other hot markets where we've been short that if there's capacity that frees up in China we can use elsewhere. So I do 

not view a slowdown in China as a bad thing at all. I would view a crash as a bad thing. I don't think the Chinese will 

allow that to happen. They've had a good run over the last 30 years of walking the tightrope. The tightening they started 

this year was helping. It's starting to pay off. We would expect a slowdown. We've seen it. But again, the hot market we 

saw there in '09, '10, and '11 was just too hot. We all knew it. So a slowdown for us I think is healthy." 

 

 Deere & Co. [DE] Earnings Call 8/17/11: "Before we review the sales outlook, let's look at some of the 

fundamentals affecting the Ag business. Slide 8 outlines the U.S. commodity price estimates that underlie our financial 

forecasts. The forecast was prepared prior to last Thursday's bullish USDA supply and demand report. However, for your 



reference, we have included the latest USDA numbers in this slide. While the USDA's price estimates are higher than 

ours, its yields as shown on slide 9 are lower. Thursday's USDA report enhanced the already strong economic outlook for 

U.S. farmers. Slide 10 highlights cash receipts, the most important driver of a farmer's decision to purchase equipment. As 

mentioned earlier, our forecast was completed prior to the USDA report, but we ran its crop price and yield data through 

our model. Incorporating those numbers in our model resulted in an increase to crop receipts of about $5 billion in 2011 

and about $12 billion in 2012. Of course, the same increase would apply to total gross cash receipts. 2011 U.S. farm cash 

receipts are at record highs and 2012 is near record, boding well for the Ag business. Deere's outlook for the EU 27 is 

shown on slide 11. Farm income and the future prospects for farming in the EU 27 are positive. Grain, beef and milk 

prices remain at good levels due to global demand and beef supply shortages. 2011 margins for the arable farmer are 

expected to be strong. Used equipment levels are low and farmers are increasing their purchases of agricultural 

equipment. Weather, though, has slightly tempered our near-term outlook. In May, we discussed abnormally dry weather. 

Now abundant rainfall in parts of eastern and western Europe is hampering the harvest and impairing grain quality." "Our 

current forecast calls for further increase in 2011 of 25% to 30%. The full year operating margin for Deere's C&F division 

is projected to be about 8%. Now moving to the economic indicators on the bottom part of the slide, fundamentally, 

economic growth has been slower coming out of this recession than previous ones. The havoc we've seen in the financial 

markets over the last few weeks have added further elements of uncertainty while economic indicators continue to 

deteriorate. The numbers shown are Global Insight's August forecast. It is likely these figures will change over the next 

couple of months as recent events are processed and forecast numbers begin to stabilize." "And maybe I just want to 

conclude by pointing out that the global Ag fundamentals are still extremely strong. I can't emphasize enough that 

Thursday's USDA report was very positive for global agriculture and I think I would like to end on that note." 

 

 Leggett & Platt [LEG] Earnings Call 7/29/11: "In our U.S. Spring business, innerspring unit volumes decreased 

5% and box spring units were down 3% during the quarter. In our Furniture Hardware business, second quarter unit 

volume decreased 12% versus the prior year. Prior-year comparisons continued to be difficult during the second quarter in 

both bedding and furniture as demand was relatively strong in 2010 through midyear, and then weakened substantially in 

the back half of the year." "Automotive industry forecast continue to anticipate meaningful global production growth in 

2011 even with the impact from the Japanese earthquake and tsunami. The current 2011 production forecast for North 

America and Europe has increased by approximately one million units in total, compared to the forecast issued at the start 

of the year, and the forecast for Asia has been reduced by roughly one million units since the earthquake." 

 

 3M [MMM] Earnings Call 7/26/11: "I always start this next part of my talk by reminding listeners that I'm not an 

economists, but on the economic front, there is no doubt that Q2 data suggests global economic growth moderated and we 

felt that in our results. You have to be careful not to let the Japan and optical issues cloud the 3M data. Beyond those more 

obvious impacts, it appears that consumer related end markets, particularly consumer electronics, are feeling the effects of 

stress. With our product and market mix, we tend to see those impacts come and go quite rapidly. As a team, we have a 

collective view that things looked just a little bit harder in Q2. No collapses, no catastrophes, just that bit tighter. We've all 

seen this economic phenomena before and very clearly so in the last two economic cycles. Both recoveries were initially 

very fast and experienced big jumps in profits and then too in oil and commodity prices. Last time, it was also 

accompanied by higher interest rates. These various forces plus things like increased consumer saving rates all impact the 

consumer's ability to spend money on other things. As these transient ebbs and flows occur, the economy often takes a 

breather or pause, if you like, as it gradually adjusts to the new realities around costs, interest rates, credit and prices. 

Economic recoveries are never linear and along this recovery path are intermittent periods of slower growth, still growth 

mind you, but only slower. This is how we view today's situation. We believe the global economy is in a slow spot for a 

while but will reaccelerate again as commodity prices ease, fuel costs reduce, and spending is redirected elsewhere in the 

economy, so nothing has fundamentally changed and we're well positioned to capitalize on that growth and certainly more 

so than others. Even with these challenges, we posted double-digit growth in the second quarter in four of our six 

businesses with particular strength in industrial and transportation at 25% and safety and security and protection services 

at 20%." "I have pointed out in the past and it's still true today that consumer companies in general are struggling to grow. 

So comparatively our results are quite good. While consumers in many places are strapped and confidence in general is 

low, our team continues to find new opportunities to expand the business. Profits in Consumer & Office declined 4% in 

the quarter, reflecting continued ongoing investments in new products, brand development, marketing and sales coverage 

in developing economies. These investments are delivering hugely accelerated growth in China, for example, where sales 

increased 51% in the second quarter and in India, which grew its Consumer &Office sales by 29%. This, I think, bodes 

very well for the future. Even with these investments, Consumer & Office generated close to 20% operating margins in 

the second quarter." "With few exceptions, our businesses have enacted at least one round of price increases and several 

have implemented a second or third round depending on the severity of raw material increases in their businesses. Price 



increases should get progressively better in the third and fourth quarter, the exception being optical where we are 

expecting a somewhat tougher pricing environment in the third quarter. " "Now for a few words about our full-year 

outlook. Given the Japan tsunami tragedy, TV market dynamics and some signs of a slower economic growth, we always 

knew that second quarter would be the most challenging in the year. The task now is to figure out what's most likely to 

happen in the rest of 2011. We know that as faster growth resumes we will see the rapid benefit of that. In Japan, 

automotive plants are coming back on stream and since the largest part of our automotive sales are what we would call 

spec-in components, any shifts in market share among OEMs could impact our sales if we aren't spec'd-in on the 

substitute car sales. So I see some upside in automotive in Japan in the second half and ultimately in their reconstruction 

activities. We begin to see sales increase in protective equipment and window films and similarly so in Japan-based 

consumer electronics. It appears that our industrial and safety and security businesses will remain robust in the near term. 

As a counterbalance to that, given the loss of some attachment in the LCD TV market, I see no upside in optical this year 

unless fuel prices continue to fall and consumer spending in general begins to improve. As new TV models are developed 

for release, however, we usually regain attachment rates. Outside the TV business, our core sales in China, Taiwan and 

Korea remain strong and show no signs of abating.  They're all well into the 20s range and even 30s in one case. As to 

whether the Chinese government can execute a soft landing in dialing back growth, I'm quite confident that they will pull 

it off. The Chinese government is stuffed full of some of the most brilliant and best educated minds in the world and based 

on history, I for one, will not bet against them. Let's also remember that this soft landing is pulling back growth from 

about 11% to about 9%. Not from 3 to 1%. And the counterbalancing effects of easing inflation more than offset the 

slightly lower growth. More of the demand may be leaking outside China adding to demands elsewhere and muting the 

overall impact. Some pretty good news is that we've been gathering strength in the United States with growth rates 

beginning to accelerate. In fact, we grew 8.7% in the second quarter, and it appears that we are beginning to gain share. 

May Census Bureau Data shows U.S. inventory was a little bit higher, possibly suggesting some transient corrections 

happening in June, but the durable goods orders were up 1.9%, arithmetically consistent with recorded expansions in 

USGDP. Overall, the leading economic indicators are positive for the year and for most of Europe except for France. So I 

remain mildly optimistic, not for a huge growth spurt, but for gradually improving market conditions late in the third 

quarter. We have good momentum on price recovery, which I think will continue to accelerate and this bodes well for 

margins in the second half. Linking all these factors together, we continue to expect organic sales growth will be in the 

range of 6 to 7.5%, including an expected 1% drag from Japan. No material change versus our prior expectations. So for 

2011 in total, putting this together with acquisitions, price, and more positive currency outlook, we're expecting strong 

double-digit growth with revenues easily eclipsing the $30 billion mark for the year."  

 

 Parker Hannifin [PH] Earnings Call 8/2/11: "Now, there is a lot – there is a whole long list here I could give you 

of strong segments, but I will give you some of their stronger ones. Construction equipment, very strong on the OEM side, 

power gen, machine tools, mining, industrial trucks and material handling, marine and forestry. I mean if you were to say 

what the real strong segments, those would be them. But I have a whole long list, including heavy duty truck, farm and ag, 

commercial aerospace. I can go right down the list here, I don't want to mention all of these. But it would be easier to tell 

you what isn't as strong, and I really only have one in that category and that's telecom. It is interesting. And there is a 

couple of flat segments which would be cars and light trucks and commercial air conditioning. But the rest of the 

segments really are strong. And I think that maybe getting back to the first question on pricing again, maybe I could 

expand on that a little bit too and talk a little bit about the cost inputs. And from a raw material standpoint, what's 

happened there is that this past year – I'm just going to read down a couple numbers for you – copper, up 46%. Copper 

continues to increase on a month by month basis, but it's up 46%. Aluminum, up 22%; steel, 21%; nickel, 19%; and oil, 

26% – just to name a few of these. What we see right now is that they still are increasing – and not across the board here, 

but many of these are increasing, but at a much decreased rate. So we see them more or less plateauing here. So the 

demand for price increases going forward, I think, is going to be less – or necessity, I should say – not demand, a 

necessity – is going to be less than it has been in the past, as a result of the moderation in some of these raw materials. 

There will still be certain ones that will be higher than others that will need more attention." "The way we look at this ISM 

– yeah, it's an indicator, no question about it. Of course, it dropped down from 55 to 50. I've seen this thing go up from 

one number – drop down 5, and next month it's up 5. In the meantime, everybody went through all kind of gyrations 

trying to figure out what's happening in the markets, and how bad things are going to get and so forth. Keep in mind that 

with the ISM above 43%, we're still in a growth mode. It's just a slower growth mode. So we use 50% kind of as a bar. 

But really, if you grow below 50%, you're still growing. It's just at a much slower rate. So North America is at 50% – 

almost 51%. It was down from 55%. I don't get all concerned about that. I'm looking at my order trend. That's more 

meaningful to me than these ISM numbers. These are interviews with the purchasing people, a lot of subjective things in 

there, qualitative, nothing really all that quantitative that I'm familiar with, with these surveys. So the Eurozone, PMI is 

50.4%. It was 52% in June. So it's pretty close to what it was. The interesting thing there is all the major countries are 



showing strength for Parker. Of course, Germany is a major, major country as far as activity over there. It's one of the 

strongest. The U.K., Switzerland, France, Sweden and Italy and so forth are all strong for us as well. So everything really 

across the board there in Europe. It's tending to lag the U.S. coming back out of this recession, and that's fine. That's kind 

of more of a traditional trend when it comes to a recovery in Europe. China, the PMI is right at 49%. It was down a little 

bit from the prior month. It was at 50%. So they're still forecasted to have a GDP of almost 10% in calendar – I think it 

was 9.5% in calendar 2011. It was forecasted to be greater than 9% in FY '11. So again, we're investing in China to 

support that growth over there, and I think that growth is going to go on for many, many years to come. So – and then, I 

think many of you may have seen the cap goods survey, which moved up from 64.7% to 64.9%. Not a major move, but 

it's the highest level since September of 2006."  

 

 Illinois Tool Work's [ITW] Earnings Call 7/26/11: "Our second quarter revenues finished slightly lower than 

original forecast as we experienced some modest slowing in industrial markets."  "Yes, the continued construction 

markets here are the 80% of the story, if you will. That's the majority of the issue in construction. Housing starts are well 

below what our original forecast was and frankly below what we thought was going to happen in Q2. The numbers now 

are in the 570,000 range for housing starts. We started the year at a range of about 670,000, which was actually lower than 

most of the estimates that were out there from NAHB [National Association of Home Builders] and others. So the housing 

market has continued to be extremely weak, and that obviously underperformed what we thought was only a modest 

expectation in Q2. The commercial numbers that John pointed out, down 9% for the quarter, that's the start data – or the 

contracts awarded data; still weak but we think getting close to the trough. So that end market was obviously weak as well 

in North America. The European numbers came in, as John pointed out, plus 6%, so pretty much in line with what our 

expectations were. In Australia, we have some price related issues, but also some business that we shifted away from in 

some lower margin categories that drew the negative comparable there in terms of base revenue growth. But I'd say, 

again, the majority of the story is what happened in construction in North America." "What we're seeing right now is 

clearly one of those spots in the middle of an economic recovery where you've got costs going up relatively fast, certainly 

faster than anybody had anticipated for this part of the recovery, and that's led to some short-term disruption between 

price and cost, but nothing fundamentally I think that alters the margin outlook long term." "The auto build in the second 

half of the year is going to be much better than it was in the first half, as the expectation, particularly in the U.S., is that a 

lot of the volume lost in the second quarter due to the Japanese crisis in parts is going to be made up in the second half of 

the year, and that certainly would bode well for us. As you saw, our penetration gains in the first – or in the second quarter 

in both Europe and the U.S. were nearly five points of penetration gains, so you put a little bit more volume in that and 

we're going to see a lot stronger performance in that category as well."  

 

TRANSPORTATION 

 

 RAILS 

 

 CSX Corp. [CSX] Earnings Call 7/20/11: "With the economy completing its second year of expansion, positive 

trends continue in the markets we serve, though at a more moderate pace. The ISM's Manufacturing Purchasing and 

Manager's Index registered 55.3 in June indicating a continued expansion of U.S. manufacturing. At the same time, the 

ISM's Manufacturing Customer Inventories Index registered 47. Although, it increased sequentially, an index below 50 

indicates inventories remain at levels supportive of manufacturing growth.” “Within the Agricultural sector, volume 

growth was driven by increased soybean shipments from the Midwest to the Southeast where the local crop was weak. In 

the Industrial sector, overall Industrial growth drove increased shipments of metals and chemicals. This growth, more than 

offset the decline in automotive shipments which were down slightly due to production disruptions caused by shortages of 

Japanese parts. Finally, within the Housing and Construction sector, volumes grew despite continued weakness in the 

housing-related markets. Growth in this sector was primarily driven by increased shipments of pulp board and forest 

products and increased mineral and waste shipments in Emerging Markets.” “Going forward, based on the hiring we just 

discussed, we now expect full-year average head count to increase about 4% year-over-year. Approximately half of this 

increase is to support increased customer demand. The other half is for maintenance of weigh employees and signal 

installers for both positive train control and ongoing capital projects.” “We feel very positive about our economy going 

forward, and I'll give you a couple of three indicators of that. First, our export coal we think will stay very strong and 

robust, both on a year-over-year basis, and as we told you going forward, in the range of 42 million to 45 million tons. 

Secondly, our Intermodal business is strong, both with highway conversions and international freight. We expect a shorter 

peak this year, meaning it will start later in the year, but we expect a very strong peak there. And then when you look at 

automobile production, the average age of a car in the United States now is in excess of ten years. So we think that auto 

production, particularly in the second half of the year, will be stronger than it was in the first half of the year, both due to 



demand and due to the impact of the Japanese tsunami going away. So I would say – and finally, I would characterize in 

the Agricultural sector, we expect both heavy fertilizer shipments this fall as well as, as you know, the record grain crops 

that are coming in. So we think all of that forebodes a good economy.”  

 

 Union Pacific [UNP] Earnings Call 7/21/11: "Core price improved 4.5%, with each of the groups posting gains. 

Those price gains, along with increased fuel surcharge revenue and a couple points of positive mix from the strong growth 

in Ag and chemicals, combined to produce a 13% increase in average revenue per car." "Our automotive revenue climbed 

14%, as volume grew 4% and the average revenue per car increased 11%. The pace of recovery in the auto industry 

slowed a little in the second quarter, impacted both by the Japanese tsunami and some degree of consumer hesitancy in the 

face of uncertain economic signals and higher gas prices. Despite those headwinds, U.S. vehicle sales still posted year-

over-year gains. That translated into a 4% growth in our finished vehicle shipments, driven by the Detroit Three, and our 

parts shipments increased 2%. Chemicals volume increased 11%, which, combined with a 7% improvement in average 

revenue per car, drove revenue up 19%. Increased crude oil volume was again the primary driver of growth in our 

Petroleum Products segment, which increased 31%, with asphalt and lubricants also continuing to show strength. With 

export potash shipments up 36% and strong seasonal demand for all nutrients, fertilizer grew 22%, and our industrial 

chemicals volume grew 6%, reflecting a somewhat stronger economy." "We already talked about intermodal, so let we 

wrap up here with a look at what's ahead for the rest of 2011. The economy sent some mixed signals in the second quarter, 

but the general consensus is for stronger growth in the second half of the year, and we actually share that view. While 

flood conditions continue, unless the situation worsens unexpectedly, the volume impact should be pretty minimal for us. 

Here's some of the specific growth opportunities that we see for each of the six businesses. Our Ag products business 

faces a tough comp against last year's whole grain and meals volumes, but ethanol growth should continue, and we expect 

to launch our new plant-to-rail service, where we'll be moving bulk DDGs for transload into containers for export. Food 

and refrigerated shipments should also continue to grow. Auto sales are forecast to strengthen, especially in the fourth 

quarter, and the markets will get a boost from the continued recovery of the Japanese manufacturers. And along those 

lines, Toyota has told us that they're going to be back to 100% in North America by September, so that's some good news 

for us." "While housing and construction activity remain a question mark, energy-related demand and the ramp-up of our 

iron ore export move should lead for growth in industrial products. And in intermodal, despite recent softening on the 

international side, we still anticipate a peak season, which should drive stronger intermodal volumes. The expectation is 

this year's peak will be somewhat compressed compared to last year when volumes were ramping up late in the second 

quarter." "We're also recalling employees back from furloughed status who haven't worked for us in more than two years." 

"I think combination of the higher fuel prices as we got into the second quarter here and a lot of uncertainty about what's 

going on with the debt ceiling and what impact that will have on the economy, on taxes and things like that, has resulted 

in consumers kind of pulling in a bit. And I think basically a lot of retailers are going to wait and see that resolution before 

we start shipping for the holiday season. So we're kind of staying with what our customers are saying, which is it's going 

to be more compressed, it's going to be stronger in intensity, and we're prepared for that." "You've got – obviously, the 

economy is still relatively weak, so again now, when we went into the year, we said slow growth, and that's pretty much 

what we're seeing. We're actually getting there a little bit different in the second quarter than we expected…" "And again, 

it's difficult to see the economy going forward here today. You do have issues and it – we had asked about – there was a 

question about how our customers are feeling. I mean, there's uncertainty, whether it's customers or employees out here, 

when they read in the media that because of issues in D.C., we're going to have a meltdown in this country, and my 

concern is that people stop spending. That's out here. We're not saying that yet, and I do believe, again, we'll see volume 

growth the second half of the year, but there's probably more uncertainty right now – there's no question, there's more 

certainty right now in the economy today than when we came in at the start of the year." "…if you just look at the overall 

sales to the inventory ratios right now, they are as low as they've been. They are at 30-year lows and have stayed there 

consistently. And so there is not a lot of – and our customers will tell us, they are not building inventories right at the 

moment. They're being cautious. They're kind of waiting and see what's going to unfold here with the economy. But 

certainly when you look at the inventory levels that retailers are holding, and as I said earlier, even compared to the fact 

that their sales were up a bit, there's not much room in the supply chain. If there is going to be a Christmas season, if 

there's going to be a back-to-school kind of movement effort, they're going to have to increase shipments."  

 

 TRUCKING 

 

 UPS [UPS] Earnings Call 7/26/11: "Today, UPS reported another quarter of impressive results. However, it was 

not without some difficulty, given the uneven nature of the global economy. While fuel prices have come down some and 

Japan appears to be recovering, high unemployment and weak consumer confidence continue. The end of the second 

round of quantitative easing and the government debt issues only add to the uncertainty. 2011 has been a difficult year to 



forecast economic growth. For example, according to the Wall Street Journal, back in February in the middle of the 

quarter, 51 leading economists expected first quarter U.S. GDP to grow 3.6%, and as you know, it ended up at only 1.9%. 

The current forecasts call for second half GDP growth of more than 3%. Given all the uncertainty that exists in the U.S. 

economy, it could end up being anywhere from 1.5% to 3.5%. Bottom line, economic growth expectations have slowed 

from where they were at the start of 2011, and as I said last quarter, increasing U.S. exports is a key component in creating 

jobs here at home and helping our economy grow. I am hopeful that Congress will act soon on the pending trade 

agreements with South Korea, Colombia, and Panama, but clearly they are not acting fast enough." "Export volumes 

increased over 8%, with growth around the world. Europe and China continued their momentum of solid growth, although 

we did see slowing in the rest of Asia. Non-U.S. domestic volumes improved 5%, led by double-digit growth in France 

and Turkey, along with solid increases in Canada, Germany, and Mexico. International package yields were up 4% on a 

currency-neutral basis, driven by higher fuel surcharges and base rates." "Keep in mind, however, starting in the third 

quarter, we begin to lap the benefits of the U.S. restructuring. That being said, the shape of the next two quarters may not 

reflect typical seasonality. Given the softness in the U.S. economy, we expect third quarter volume growth to be slow and 

operating margins to be similar to last year." "But as you know, we have some positives out there with the energy price 

decline and Japan's supply chain getting back on, but obviously with the debt ceiling hanging out there, the uncertainty 

that causes, big issues. I think last night's national media didn't give anybody more confidence in this thing getting 

resolved. I think we expect it to be the last minute before it got resolved and will get resolved, but a lot of uncertainty. 

Consumer confidence is down because of it, unemployment's still weak, so a lot of uncertainties right now." "But if you 

take a look over the last seven or eight years or so, really watching the full length of the cycle we've been through, small 

package growth has outperformed both GDP and IP. Granted, the numbers haven't been exciting, given where the U.S. 

economy has ended up over that time period. So I think as you smooth out over the cycle, we still feel pretty confident 

that the small package industry will continue to be a good place to be. As we look at the overall industry, we think the 

overall small package environment has been relatively flat the last couple quarters, if you look at all the players. It's 

multiplayer market, and clearly the Post Office continues to show some declines." "Overall, the macro environment 

internationally is moderating slightly. We did mention that Asia has cooled, although China continues strong. So there are 

some, I guess, bit of mitigating factors a little bit, although clearly with us showing 8% export growth, we're still gaining 

share, as Scott said, and creating good results. So we see this as a solid period for international, but the market we think is 

maybe catching its breath a little bit, and we'll see what the next leg is." "…international performed about exactly where 

we thought it would. Probably the only surprise was maybe Asia being a little bit slower than we would have expected, 

Europe being a little bit stronger than we would have expected. And Germany continues to just outperform. I think 

Germany's GDP expectations have climbed dramatically from what we saw at the start of the year. So Europe's staying 

strong, and overall we're confident for the second half of the year." "I do think we do want to be pretty clear on what we 

see going on in the domestic. We do expect, in Q3 anyway, for margin comps to be fairly flat to last year. A lot of that's 

driven by our expectation of a continued extremely sluggish U.S. environment, so that's the primary driver on that front. 

But also as we look at our comps year-over-year, Q3 of 2010 was an exceptional quarter for us." "If Congress and the 

President resolves this debt ceiling issue satisfactorily in the next week, the mood of the country could change pretty 

quickly, and we could see demand picking up. Europe has made some progress in their sovereign debt issues. So the mood 

could change pretty quickly if we resolve some of these issues in front of us. So I wouldn't say we're pessimistic about the 

future. We're just a lot more uncertain about how much the economy will grow." "I don't think anybody is building 

inventories, and back to that same overused word of uncertainty. I think people out there are not quite sure what's going to 

happen. They've been running with tight inventories. If we can get confidence up a little bit, you may see that rebuild 

starting. We've seen prior years where they went into the peak season with too low of inventory levels and got stuck and 

missed sales opportunities. So we'll watch, but I think the things we have to do in this country, in the U.S. starting with, is 

get this debt ceiling resolved, and get some of this behind us, I think confidence will go up, and you'll see people starting 

to restock inventories." "I think, clearly, we've seen the last year and a half that small business has not participated in the 

recovery like multinationals, the big business, and I think that once they feel more comfortable what policy is going 

forward that you'll see them invest more money and hire more people. And we have to get unemployment rates down in 

this country to get consumer confidence up. So I think that nothing is more important right now than policy certainty for 

our small business customers." "I think in Asia, certainly, China did some of it themselves by tightening up reserves. I 

think they were trying to control inflation, so some of that impact was obviously fiscally driven. I think some of the 

impact was driven by lack of consumer confidence, both in Europe and the United States. I think that what we're seeing 

here is a lack of consumer confidence. They're not buying goods. Imports were not very strong in the U.S. in the second 

quarter. So I think it's a combination of tightening in Europe, tightening in Asia, and a lack of consumer confidence, both 

in the U.S. and Europe." 

 



 Swift Transportation [SWFT] Earnings Call 7/21/11: "Additionally, we are pleased to report a 4.3% year-over-

year increase in the loaded miles during the second quarter. There were obvious various headwinds in the second quarter 

for the entire industry, including a less-than-robust economic recovery, a soft West Coast freight environment, the crisis in 

Japan, and the rising fuel prices, which slowed consumer spending. In spite of these headwinds, we believe a 4.3% 

improvement is good…" "Tom, we had this projected going into a 2.5%, 3% GDP and you guys see what the number is, 

so it's not where we had it projected and coming out of second quarter at 89.2%, we feel pretty good on that and we think 

that that's going to continue. Our customers are fairly bullish, you know who our customer base is. We're very, very retail 

oriented and big box and you see those guys' numbers, they've actually put up some pretty good numbers. So, I think we're 

comfortable with the numbers going forward." "We're not hearing anything different other than what kind of a normal 

year so. And I think this economy has been pretty sluggish over the last couple of quarters and if we get through some of 

these issues that we're having in Washington that we could come out a little stronger at the end of the year, so I think it's 

really customer – the consumer confidence is what's going to drive third and fourth quarter." 

 

 YRC Worldwide [YRCW] Earnings Call 7/22/11: "Moving to the operating environment, the economy 

experienced what is being called by some a soft patch during the second quarter. However, the economic recovery is 

continuing at a modest rate and the second half outlook, while uncertain, is generally positive."  

 

 AIRLINES 

 

 Alaska Airlines [ALK] Earnings Call 7/21/11: "Our average WTI per barrel price of oil in the second quarter was 

$102. This combined with a very high $32.50 per barrel average for the refining margin resulted in a year-over-year 

increase of $117 million in our raw fuel costs." "Although fuel prices were volatile during the quarter, the large 

adjustment was driven by the lower price of WTI and thus the value of our portfolio on the last day of the quarter 

compared to the last day of Q1, when WTI was higher. This quarter's mark-to-market loss largely offsets the sizable mark-

to-market gain recorded in the first quarter."  

 

 AMR [AMR] Earnings Call 7/20/11: "All of us know that our company and our industry face a long list of 

challenges. At American, even as we work to address the immediate hurdles of an uncertain economy, much higher fuel 

prices…" "In the second quarter the revenue environment improved modestly on a year-over-year basis but unfortunately 

not enough to offset higher fuel prices. While the pace of fare increase activity slowed versus the first quarter we did see a 

benefit from earlier pricing actions." "So with respect to our advanced bookings as we look kind of for the remainder of 

this quarter, our book load factor is up slightly compared to last year, but as I mentioned kind of previously, we are seeing 

better trends than what we saw in June. And on the pricing side the activity that we saw in the first quarter has slowed 

down. We are benefiting from that still; however, certainly the revenue environment today from what we're seeing is 

unfortunately not enough to fully offset the higher fuel prices. So what's happening is that the increase in fuel kind of 

overwhelms the traction that we've seen on the revenue side, despite the fact that, that's been relatively strong." 

 

 JetBlue Airways [JBLU] Earnings Call 7/26/11: "The shift in the Easter/Passover holiday travel period from late 

March, early April last year to the end of April this year also helped revenue growth during the quarter." "Leisure demand 

unexpectedly and somewhat suddenly lost momentum at the end of June, pressuring industry revenues." "…honestly we're 

not giving specific guidance past the end of August. I mean, I'd just leave it at a very macro comment that we continue to 

believe that we will see better year-on-year performance in our off-peak months, compared to our peak months as we fill 

in the trough."  

 

 United Continental [UAL] Earnings Call 7/21/11: "Although fuel prices moderated somewhat during the quarter, 

they remain very high and volatile. We saw our second quarter fuel expense, excluding the impact of hedges rise $1.1 

billion compared to the same period of 2010. In addition, we're operating in a tepid economic environment in the U.S. 

with significant uncertainty here and abroad. We have responded appropriately, raising fares in the face of high fuel costs 

and reducing our planned capacity to reflect the challenging environment that we face." "This is a highly competitive 

business with competition from both global and low-cost carriers. With the slow pace of the economic recovery and high 

fuel prices, the current environment is challenging." "Well, whenever Congress is in session, we're always at risk. We are 

a – …as you know, we are a brutally overtaxed business as it is. We're taxed more heavily than alcohol, tobacco and fire 

arms. And on average, 20% of the consumers ticket domestically is – goes straight to the government. So we're always a 

target. Many businesses are targets. We hope that given the over-taxation and over-regulation of this industry that they 

won't tax us even more and we'll be, of course, working hard to prevent that." 

 



 U.S. Airways [LCC] Earnings Call 7/21/11: "On the economic front, while this is perhaps debatable, I think it's 

fair to say most businesses would prefer the pre-recession economy of 2008 to the post-recession and then modestly 

rebounded economy of 2011. So the two items that are most out of airline management's control and drive the most 

volatility in our earnings, fuel prices and the economic environment, are similar to, or arguably worse, in 2011 than they 

were in 2008." "Starting all the way back in mid March, we were returning to behavior that we've seen at times in the past 

where bookings followed the headlines, be those headlines earthquakes, mass turmoil, high gas prices, sovereign debt 

worries, U.S. default worries, et cetera. [ph] Alas (17:30) unfortunately, has had a lot more negative headlines than 

positive of late. On the plus side, demand has remained strong, particularly when we don't have negative headlines. 

Starting all the way back in that mid March timeframe, the bookings pace deteriorated from the red hot pace that we had 

seen over the prior 2 months and ever since then, we've seen erratic behavior in all the bookings with a very strong week 

of bookings followed by a mediocre week of bookings. You can also see this from the RASM data for US Airways and 

the industry." 

 

AEROSPACE/DEFENSE 

 

 

TECHNOLOGY 

 

 IBM [IBM] Earnings Call 7/18/11: "Services revenue was up 10%. Within this, growth markets were up 22% or 

10% at constant currency. Overall, growth market performance was strong, and revenue from these countries was up 13% 

at constant currency, our fourth consecutive quarter of double digit constant currency performance. In fact, we had 

continued momentum in all of our growth initiatives. Growth markets, business analytics, cloud and smarter planet." "I 

think we have got real momentum in the financial services sector. It's a strong play for us, but I would expand that a little 

bit. You know, we didn't just have strong performance for the financial services sector up 17%, GB, General Business, 

was up 16%. You know, our – our overall communication sector was up 16%." 

 

 Apple [AAPL] Earnings Call 7/19/11: "We established a new June quarter record with sales of 3.95 million Macs, 

representing a 14% increase over the year-ago quarter's results. This growth is more than four times IDC's most recently 

published forecast of 3% growth for the PC market overall. Mac sales were particularly strong in our Asia-Pacific 

segment, where we experienced a 57% year-over-year increase in total Macs sold.” “…Moving to our music products, we 

sold 7.5 million iPods compared to 9.4 million in the year-ago quarter.” “I'd now like to turn to the iPhone. We were 

thrilled to sell a record 20.3 million iPhones compared to 8.4 million in the previous June quarter. This represents 142% 

year-over-year growth, which is more than double IDC's latest published estimate of 67% growth for the global 

smartphone market overall in the June quarter.” “We sold a record 9.2 million iPads during the 

June quarter compared to 3.3 million in the year-ago quarter, an increase of 183%. We were able to increase production 

sequentially by over 4.5 million, and we sold every iPad we could make.” “China was very key to our results. As a 

reminder, for Greater China – we define Greater China as Mainland China, Hong Kong, and Taiwan. Year over year, it 

was up over six times, and the revenue was approximately $3.8 billion during the quarter.” 

 

 Qualcomm [QCOM] Earnings Call 7/20/11: "The convergence of the mobile and computing ecosystems is 

accelerating as smartphones and tablets are becoming full-blown computing devices. Traditional computing device 

manufacturers are working on mobile devices, and developers are increasing their emphasis on mobile. According to 

Strategy Analytics, by 2012 the installed base of smartphones is estimated to exceed the installed base of PCs.” 

“Perspectives on chipsets for tablets and phones, in some cases the same device will be used for high-end phones that will 

be used for tablets. You've seen that in the market. And then in other cases you may have a more specialized device. We 

have recently added both of those tiers into our roadmap. The difference between them may be a small amount of 

performance delta, but also different interfaces that are required in a tablet perhaps than a phone, depending on the class of 

tablet. In terms of the overall market, our perspective is quite bullish over the long term. If you look at mobile computing, 

we think that will really grow up and take a fairly significant share of the traditional laptop space, really driven by the 

software that's being driven on phones. That software is getting better every day. And I think as that happens, you'll see I 

think a little bit more diversity in terms of supply base – or suppliers into that market as well as the market itself growing, 

both of those things being good things for Qualcomm and the industry.”  

 

 Intel [INTC] Earnings Call 7/20/11: "The market remains very strong with demand from cloud-based customers 

leading the way. The cloud segment is up 50% in the first half of 2011 versus the first half of last year, demonstrating how 

fast that business continues to ramp." "Let me add some color to our emerging market results. In looking at the last three 



months of reported PC shipments, you can see why we're so optimistic about the emerging markets opportunity. For 

example, Turkey and Indonesia are up over 70% each. India is up 17%. Russia's up 15%. And China is up 14%. The latest 

data on Latin America also showed growth of 12%. Brazil remains the key driver of this growth and is poised to become 

the third largest market for computers in 2012. In general, all of these are large, high growth regions where PC penetration 

remains very low while affordability of PC's continues to improve."  

 

 Verizon [VZ] Earnings Call 7/22/11: "We are clearly gleaning market share in the retail post-paid market driven 

by increasing demand for our unmatched portfolio of 3G and 4G LTE handsets and internet data devices. During the 

second quarter, we added 2.2 million total connections of which nearly 1.3 million were retail post-paid. This was our 

highest quarter of post-paid additions since the fourth quarter of 2008. Within the 1.3 million post-paid additions, about 

60% were phones. In the retail pre-paid category, we had net additions of 61,000. Of note were 241,000 pre-paid tablets 

which are contributing to sequential growth in pre-paid ARPU. Outside of the retail category, we added about 890,000 

wholesale and other connections this quarter. Only a small percentage of these net adds were the typical reseller phone 

devices. A majority of these additions were vehicle tracking, telematics and machine-to-machine devices." "We had 

another solid quarter of customer growth in FiOS TV adding 184,000 subscribers for a total of 3.8 million TV customers. 

Our FiOS TV penetration at the end of the quarter was 30%." "I would love to be able to tell you that we see significant 

improvement in the overall economic outlook, but we can't really say that at this point. What we see is a shift and whereas 

two years ago, you were seeing a lot of enterprise expansion, now we're actually able to capitalize on the cost reduction 

plans of these enterprises. So I think that's why cloud is picking up significantly for us as well as some of our other 

strategic services, because the IT department is looking for an opportunity to take advantage of our scale and our 

applications and so they're shifting -- we're seeing some nice shifts of business. But as far as overall, do we see the 

economy coming out of this flat plateau we see, no I can't say that we see that." 

 

 AT&T [T] Earnings Call 7/21/11: "We had another record quarter with smartphone sales, 5.6 million units, both 

upgrades and new subscribers, our best second quarter ever. Smartphone subscribers now make up half of our postpaid 

subscriber base, up from just 36% a year ago, and we expect that percentage to continue to grow as nearly 70% of 

postpaid sales during this past quarter were smartphone sales. Breaking that down a little further, we had 3.6 million 

iPhone activations during the quarter, up about 11% from the second quarter a year ago, when the iPhone 4 was first 

introduced near the end of June, an impressive performance in this first quarter where exclusivity no longer exists. But our 

strongest gross was with other smartphones, BlackBerrys, Androids and other devices, where we sold nearly 2.3 million 

devices during the second quarter. That's more than twice as many as we added in the second quarter of 2010." "We're 

also seeing improving trends with our wireline business customers which you can see on slide 13. Pressures from the lack 

of business formation and weak economic and employment growth continue. With that said, the revenue trends are 

showing some positive signs." "We almost had sequential revenue growth this quarter, so we're on the cusp of that now. 

And whether that happens in the third quarter, the fourth quarter or soon thereafter, we're really right on the cusp of that 

now. What's driving it is a number of things. We're still getting great results out of our wholesale business and Ethernet 

and other products, doing some good business in network integration and supporting some of our key partners in that. 

We're starting to see some improvement through the U-verse product in small business and our ability bundle that with 

wireless. And we are continuing to see some investment in the global enterprise space by companies. So we're real 

optimistic that we're going to see it. We just missed it this quarter." "Additionally, I will tell you that because of the 

current environment and the bonus depreciation rules it makes it economically, from a cash flow perspective, better to do 

it today than maybe wait until next year. So we're just trying to be prudent with the shareholder's money and have that 

opportunity that was provided by the economic recovery legislation and utilizing it. That's really how we view it and 

really focused on the customer, making sure they get the best service." 

 

 Cisco [CSCO] Earnings Call 8/10/11: "We continue to see reductions in public sector spending in almost every 

developed market around the world. We shared our initial concerns about public sector spending in the U.S. state and 

local governments several quarters ago. As a reminder, Cisco serves almost every section of government, every category 

of public sector, and with the vast majority of our business being new every quarter we tend to experience the shifts in 

spending earlier than our peers, often two to four quarters before it becomes obvious. Public sector order growth on a 

global basis decreased 4% in Q4. In the U.S., the public sector order growth decreased by 7% with our federal 

government orders year-over-year decreasing by 18%, and state and local governments decreasing by 2%. This should no 

longer be a surprise as we are now seeing similar concerns around the customer – public sector customer segment from 

many of our technology peers. As we said before, we anticipate global public sector spending to continue to be under 

challenge for the next several quarters. Therefore, as you would expect, we are realigning our resources to focus on 

growth opportunities in the public sector such as data center evolution, especially as it relates to cloud, collaboration and 



video. After our restructuring we also realigned some of our resources from public sector and the enterprise and 

commercial markets." "Also, we all see the uncertainty in the global markets and the last several weeks have obviously 

been extremely challenging from a stock market perspective. It is obviously too early to determine the effect on capital 

spending, therefore as you would expect will be conservative on our expectations for Q1 and for the fiscal year 2012, 

again, with all the appropriate caveats discussed during the conference call." "We will also be reducing our contractor 

workforce by approximately 1200 people in Q1." 

 

 AMD [AMD] Earnings Call 7/21/11: "…in the second quarter we achieved record mobile processor unit 

shipments and record overall microprocessor unit shipments. We improved notebook processor ASP sequentially, and we 

drove a richer mix of notebook processors, which have increased gross margin sequentially."  

 

 Hewlett-Packard [HWP] Earnings Call 8/18/11: "In IPG, we have seen revenue and margin challenges from 

Japan due to labor shortages caused by the earthquake in Japan and the margin impact from the rising yen."  

 

 Oracle [ORCL] Earnings Call 9/20/11: “We – we were strong in really all the sectors that, you know, you may be 

reading about are struggling, both in Europe and in the United States, you know, our U.S. government business is still 

very good, our financial services business is very good, our European business – banking business remains very good. So 

I'll tell you, I think we have a lot t of company-specific momentum across the – you know, across the board, and, you 

know, and that's really all I ever speak to is our own company." 

 

FINANCIALS 

 

 JP Morgan Chase [JPM] Earnings Call 7/14/11: "So Greece, Italy, Ireland Portugal and Spain, it's still about the 

net exposure, so it's net of collateral, and it's non-sovereign collateral of about $15 billion. Think of those exposures as 

banks, sovereign, and corporates. And we're managing that exposure to – we have a big business in those countries and we 

intend to be in those countries for a long time, so we're not going to cut and run. In my Chairman's letter I wrote about 

worst case, which I do not expect to happen, even today, that it could cost us maybe $3 billion after tax. That's my best 

guess by the way, so that can obviously be dramatically different. But I still don't expect that. The real impact of failures 

over there would be on what does it do to the global economy, what does it do to other exposures in Europe, what does it 

do to, you know, exposures in the United States. And you can guess as well as I can. I don't expect it will be a disaster for 

French and German banks. Obviously there are exposures in France and Germany and elsewhere, but I think those things 

will probably all be fine." "Well, when you say manage the risk around that, that's a tough one to answer. The risk around 

– when you're talking about just a downgrade risk? I think that's manageable. But that will cause problems and issues 

because some people need AAA collateral, some people can't own. So it will cause issues. I don't like these downgrade 

issues. But a government default issue is far more severe than that. And that would cut across intraday lines, revolvers, 

takedown of revolvers, money market funds, securities lending. Something like $3 or $4 trillion of Treasuries are used as 

collateral around the world. It would change the pricing of securities. Some buyers – some owners would be forced to sell 

because they're not allowed to own defaulted securities. I don't know what the rating agencies would do if the United 

States goes into real default. If it goes into real default, can they keep the United States at AA plus? I don't know. If they 

move it down to D, which is default, that would cause a lot of other issues and people would be forced to sell. So there are 

huge cross-currents in that, and it's not the kind of thing that I think people should play with. And what surprises me about 

the conversation at all isn't – you can talk about all the potential catastrophic outcomes, but no one can possibly say in my 

opinion who is semi-rational could possibly say that there is no chance of a catastrophic outcome. And therefore why 

would you take that risk?" 

 

 Citigroup [C] Earnings Call 7/15/11: "Looking forward, while we are comfortable with the broader 

macroeconomic trends that underpin our strategy, we are concerned with the impact the near-term economic environment 

will have on the industry for the second half of the year." "I think it's uncertain growth is what the notion is. You watch 

what's going on around the world as well as anybody else on this call. There is just a lot of uncertainty out there, and it 

may not be uncertainty that leads to any kind of crisis. But it is the kind of uncertainty that can affect people's confidence 

and can affect trading volumes in the market. It can affect how spreads go on, and we think it's that kind of uncertainty, 

while we all hope gets resolved soon, is likely to last through the rest of the year. And that doesn't necessarily affect all the 

underlying trends in terms of the emerging markets. All of the underlying themes are still intact, but near-term we just 

think there's a lot of uncertainty that could undermine confidence and affect volumes and affect the kind of growth one 

could see. Now that could turn too. If somebody – if you had more certainty in certain aspects of the world, you could see 

the risk rate as well. But that's really the point." 



 

 Goldman Sachs [GS] Earnings Call 7/19/11: "The second quarter was dominated by concerns surrounding the 

state of the global economy. These concerns emanated from a variety of regions around the world, including Europe, the 

United States and China. While many of these concerns have been around for quite some time, further deterioration in 

economic data coupled with the passage of time without resolution of a significant number of political issues has led to 

heightened concerns among market participants. Sovereign risk in a number of smaller European member states increased, 

with a particular focus on developments in Greece. Concerns remain for other countries within Europe and the potential 

negative economic impact on financial institutions with credit exposure to these sovereigns. Within the U.S., concerns 

have centered on the political debate on raising the debt ceiling, the growing budget deficit, stubbornly high 

unemployment and potential further pressure on U.S. housing prices. Finally, there's also been greater focus on China 

given the important role it plays in the broader global economy. The complexity surrounding the interplay of these various 

economic considerations has created tremendous uncertainty about the state of the world's economy and among other 

things has resulted in limited conviction among market participants. As a result of this uncertainty, many of our investing 

clients have significantly reduced their risk appetite and thus activity levels generally declined. Despite these market 

uncertainties, we remain focused on serving the needs of our leading global client base.” “Given some of the macro 

uncertainties that we saw, many of which were driven by political rather than economic issues, so they're much harder to 

analyze certainly for us, we didn't manage the market making inventory that we get as well as we have in the past. That 

was true across the franchise. It was especially true in Europe and Asia where many of these macro political concerns 

existed.” “I'm not going to make a lot of comments on what would happen if there was a downgrade of the U.S. I just 

hope that it gets resolved and I suspect that at some point it will get resolved. And no, I don't see a tougher environment 

between financial services and DC. I think the regulatory community is trying to do the right things and get things right 

and do things that are going to protect the financial system going forward.” 

 

 Bank of America [BAC] Earnings Call 7/19/11: "On credit, we continue to see improvements in all portfolios, 

and we still have upside as charge-offs will continue to fall. Delinquencies in all portfolios continue to come down despite 

the recent backup in some economic and unemployment statistics." "I'd say that longer term I hope your expectation and 

our expectation is that the economy will grow faster, but the backdrop of this is an economy growth moving towards trend 

over the next couple years, not at trend tomorrow. So it's a modest growth environment that the economy keeps grinding 

along and grinding along, but doesn't improve dramatically in the short term but improves over time."  

 

 Boston Properties [BXP] Earnings Call 8/2/11: "As far as the environment, as you know, the national economic 

numbers have really deteriorated in the last several weeks, particularly when we found out how bad the first and second 

quarters were in terms of GDP growth and if the numbers are correct it's now 0.4% for the first quarter and 1.3% for the 

second quarter, an average of 0.85, but that assumes it's an annual growth. So in the first quarter or first half, you're 

looking at a growth rate of about 0.4% and needless to say, this is on the verge of perhaps slipping into a double-dip 

recession. It certainly doesn't look promising. The unemployment numbers are very, very bad; the housing numbers are 

bad, and the consumer confidence numbers are bad. However, what is I think in a sense relatively very good are the 

commercial office buildings in major cities, particularly the cities that Boston Properties not by accident of course focused 

on and focused in. So I think we have a substantially strong story to describe to you and we think this is going to continue 

over the next several periods. And nobody really quite knows what the effects of what has just presumably been agreed in 

the Congress, but it's certainly going to have a bit of downward pressure in the short run on the economy because it's 

bound to reduce government spending. Most of the deficits they are talking about were extended into a later part of the 

year, but the first half of the year is so weak that you can imagine that everybody's looking at what is going to happen with 

the government "stimulus," and seeing that this isn't going to be nearly as strong as they'd like and it's going to continue to 

get weaker, although its nowhere nearly enough to really get our deficit spending under control. Nevertheless, the 

economy is weak enough that we think that interest rates by and large will stay fairly low for quite a period of time and in 

a sense, this is helpful to companies like Boston Properties, which are so capital intensive and do so much financing…" 

"So that's sort of where it is; in a sense its a way of saying we think our estimate of the overall economy, which has 

probably been more pessimistic than most people for quite a long time remains fairly pessimistic. If anything, I think that 

the stimulus program is going to run out of gas some time within a matter or month or two. Monetary policy has been 

very, very stimulative. And in the context of the most stimulative fiscal and monetary policy in the history of this country 

we are still not making much progress in the terms of either GDP growth or turning the economy around so that it begins 

to grow in and of its own dynamics. And of course look at the housing markets which continue to soften and the 

unemployment figures which continue to get worse. It just tells you that we're into a particular kind of situation that is 

certainly unique. It is not something that we have seen and it is due to the incredible financial deleveraging that still takes 

place and is taking place in the economy, particularly on the consumer side, but also you have it in state governments 



having now to really, really – now that the amount of money they got out of the Federal government is virtually 

evaporated, they're going to be under great, great pressure. So nobody quite knows. This is an unprecedented situation and 

therefore unpredictable, but there is always economic activity within the context of whatever the overall macro dynamics 

are and we think we are going to be in a position to not only do well with our existing real estate which we will describe 

to you in a moment, but we're going to continue to be active and looking for additional acquisitions." "…was that you 

know while we do feel that the macroeconomic conditions are not terribly robust, we continue to see a pretty strong 

growth trajectory in our core markets with regard to the locations and the tenants that are looking to be in the buildings 

where we operate." "So it's not necessarily a zero sum gain when those people leave and they may in fact be going 

someplace else. For example, Nomura, as I understand it, is moving from 550,000 square feet to 900,000 square feet of 

space. Presumably they are going to be hiring people. I don't know what kind of people they are hiring, if they're hiring 

research people, if they're hiring asset management people, if they're hiring structured finance people, if they're hiring 

investment banks, but they are going to be hiring people. Similarly with Jefferies, and again what we saw in 2008 to 2009, 

when we sort of felt the first shoe like this drop when there was a major financial panic, a lot of the smaller institutions 

grabbed market share and they grabbed people share by grabbing very smart sophisticated, well educated people who 

want to live in New York City and just were able to find another alternative to where they could work."  

 

 

ENERGY 

 

 OIL SERVICES 

 

 Halliburton [HAL] Earnings Call 7/18/11: "Overall growth in the demand for our services has outpaced capacity 

additions, and we expect this imbalance to continue going forward. We have always been confident in the strength of this 

North American cycle, even when others have not been. And our results this quarter validate our bullish view of the 

market." "Despite this success, we remain a bit cautious on natural gas drilling for the rest of the year. We continue to 

believe, however, that any further curtailment would be outweighed by continued expansion in liquids activity." 

"Obviously, it's going to very, very dependent upon recovery of some of the markets that Dave spoke to, the overall 

general economic recovery and the overall pricing environment. But we're still working toward it, but it's going to 

challenging. We know that, and we need some help from the markets to get there." 

 

 Baker Hughes [BHI] Earnings Call 7/25/11: "Near-term demand continues to outpace supply, but not only in 

pressure pumping but also directional drilling and completion services. Sequentially, revenue improved in U.S. land at a 

pace more than twice that of the rig count, which speaks to the growth in both the service intensity per rig as well as the 

emerging power of our fully combined organization. The service intensity per rig in the unconventional markets is being 

principally driven by three forces: First, rigs are becoming more efficient as we work with our customers to address their 

drilling challenges. As such, we are routinely posting improvements in rate of penetration and decreasing time from spud 

to total depth. Second, horizontal drilling technology continues to improve. Baker Hughes has been a leader in pushing 

horizontals even further, with 10,000-foot laterals now considered routine in some parts of the United States." "Focusing 

on North America first. We had a strong quarter in U.S. land and posted improved results in the Gulf of Mexico, which 

was offset by seasonally weaker results in Canada. The Gulf of Mexico rig count is up 19% sequentially, following an 

initial burst of new permits." "I'd like to wrap up by looking at the market. For North America, we revised our 2011 

average rig count forecast to 1,850 rigs in the U.S. and that's a 20% year-on-year growth, and to 400 for Canada, which is 

a 15% growth. And globally, although there are numerous potential macroeconomic risks, in general our outlook for the 

global energy service industry is really quite strong. Growth in rapidly industrializing countries, coupled with modest 

improvement in the developed world, should continue to drive the industry forward to produce the hydrocarbons needed 

to meet the ever-increasing demand for energy. The fundamentals of our business indicate that pricing should gradually 

improve, and we are evaluating specific markets and technologies for opportunities to raise prices, either through existing 

contracts or when submitting new tenders, and we're encouraged that the pricing momentum will build. That said, we 

continue to watch for potential pitfalls on the global recovery, including the Euro debt crisis, weakness in the U.S. 

economic recovery, and of course monetary tightening in China." "But we saw a little bit in the second quarter. We 

submitted quite a bit of price increases. Some has been awarded, some we were declined on, and some will not kick in till 

probably Q3, Q4 and into early 2012. The momentum is definitely building, there's no doubt about it. Stronger in some 

markets than others, but I don't want to sound negative on pricing, because it is building."   
 

 Schlumberger [SLB] Earnings Call 7/22/11: "Oilfield Services' second quarter revenue of $8.99 billion grew 

11% sequentially and 51% year on year. North America had another strong quarter, with 11% sequential growth, while 



margins were up 53 basis points, including the impact of a severe spring break-up in Canada. Excluding Canada, U.S. 

sequential revenue growth was 21%, while sequential margins were up 287 basis points. These results were driven by 

both strong pressure pumping and drilling activity. In Well Services, we have so far this year added more hydraulic 

horsepower than in any previous full year. Over the past quarter, we have also made further investments in supply chain 

and infrastructure in support of these horsepower additions. These investments will further benefit our operating margins 

in the coming quarters. All our drilling technologies showed strong growth and margin performance…" "Pricing power in 

North America pressure pumping remained robust, but more importantly, towards the end of the quarter, it became clear 

that pricing traction for certain other services – particularly those related to drilling high-risk deepwater plays or other 

complex developments – was in place, both in North America and internationally. This is not yet universal, but a positive 

trend is in place, which should yield results by the end of the year. In our second-quarter outlook, we outlined the key 

constituents of supply and demand for oil and gas over the next few years and pointed out that, absent a further leg to the 

recession, substantial increases in investment will be necessary to maintain an adequate supply cushion in an era of 

political uncertainty. We anticipated that the international supply response would progressively ramp up over the second 

half of 2011. It transpired that the international ramp-up made a strong start in the second quarter that will continue 

through the rest of the year and into 2012. The continued strength in drilling liquid-rich plays in North America, coupled 

with an acceleration in drilling both in exploration and development internationally, will put considerable strain on the 

ability of the service industry to meet activity levels. While it is not unprecedented that a North American cycle has run 

concurrently with increasing activity internationally, the service intensity of drilling and completing horizontal wells in 

liquid-rich plays and shale gas basins has introduced a new dynamic inasmuch as this activity requires far more service 

equipment than was traditionally used in the North American land market. As a result, the ability of the industry to supply 

both North American and international markets with the required equipment and people in a concurrent growth phase will 

be challenged. Schlumberger, through our size, geographical coverage, multinational workforce, comprehensive product 

and service portfolio, and technology capability, is uniquely placed to help our customers meet these challenges 

worldwide." "And if we look at the level of demand for seismic over the last few months and the global demand for 

seismic, coupled with some form of return in the Gulf of Mexico – and there have been encouraging noises out of 

Washington about holding a lease sale – that makes the seismic business look a lot better than it did even three months 

ago. And the second thing is that there have never been so many deepwater rigs on order. So to the extent that we have 

exploration success in deepwater – and there's no reason to believe we won't have reasonable success – I think that the 

exploration cycle can be a lot more sustained than it was last time, when it was abruptly terminated by the financial crisis 

and by the Macondo incident. So I think that's the first thing. And the second thing, as I've said forever – a long, long 

time, ever since I took over – to renew the production base when we're close to 90 million barrels a day, is just going to 

take a lot more CapEx than it did – and OpEx, by the way – than it did when the world was even at 80 million. So to the 

extent that, as you say, if you exclude the macroeconomic risks, which are not inconsiderable at this point in time, I'm 

back to my sort of theme of stronger for longer."  

 

OIL, GAS, COAL 

 

 Peabody Energy [BTU] Earnings Call 7/19/11: "What strikes us about the global markets is how much our 

underlying thesis is proven from quarter to quarter and how events change, but the outlook stays the same. The world 

remains in the early stages of a long period of major demand growth and so-called one-time events in the industry that 

constrain supply now occur each quarter. Global coal demand remains robust. World steel production is up 8% year-to-

date. Globally, the world will use an additional 70 million to 80 million tons of metallurgical coal this year. Electricity 

generation is rising rapidly in developing countries and coal is backfilling for nuclear power in Europe. China remains a 

cornerstone of growth. First-half GDP grew 9.6%. Electricity generation increased 14% and steel output was up 10%. Last 

quarter, there was concerns over an easing of China imports, yet imports have now risen for four straight months and we 

believe we're on a pace for a stronger second half. India is now the world's fastest growing importer. Their thermal coal 

imports are up 45% year-to-date. Europe is increasing thermal coals imports as Germany closes its nuclear plants and coal 

displaces high-priced gas. And escalating demand growth continues to strain global supplies to the point where any 

external events take on magnified importance; labor stoppages, rains, permitting challenges and transportation issues are 

common. Strong near-term fundamentals have kept international pricing near record levels for both met and thermal 

products, with recent settlements coming in higher than most expected. Longer-term the world could need more than 500 

million tons of additional met coal per year by 2020 and some 700 gigawatts of new coal field electricity generation is 

expected to be online by 2020, requiring well over 2 billion tons of additional thermal coal. Just consider this: China's 

12th 5 year plan targets $100 billion in investments in generation, transmission and subway construction activities by 

2015. Now in the United States light economic growth and industrial output translate into weak demand overall, but there 

are encouraging signs. Powder River Basin and Illinois River Basin use is rising to serve new plants and existing plants 



that are switching from Appalachian coal. We are seeing new Illinois Basin customers from New York to Florida, and 

export demand continues to rise for all coal products. We are increasing our PRB shipments this year from the Gulf and 

West Coast and we recently sold Illinois Basin Coal to India. On the supply side, Mike noted that flooding is affecting the 

river markets as well as Western rail shipments coming East. This has lead to significantly above average stockpile draws 

recently.” “Well I guess, first of all, I would say that I'm not sure. I know I wouldn't agree with the use of an anemic term. 

When you look at the last four months of Chinese imports, they're as strong as they were at the end of last year and we 

anticipate they'll continue to strengthen through the back half of this year. China is still talking about having rolling 

blackouts over the next several months because of a lack of coal and continue to import coal. The first couple of months 

of the year, in terms of the import, was really an issue about pricing of electricity in China and the availability of coal 

because of issues out of Australia and Indonesia in terms of shipping locations. So I would tell you that our view is, is it's 

going to be a strong back half. It's going to continue to be strong and China is going to continue to grow their imports as 

part of their coal sourcing strategies over the future time period. So, at the end of the day, we feel very strongly about 

what's happening there. The infrastructure issues in China, let's just take it for a minute and talk about the project that we 

just signed this past week in Xinjiang province. We're talking about a 50 million ton a year operation of thermal coal and 

it's a bit of a domino effect. All of that coal is going to go to the central provinces and the central provinces will then be 

able to ship a bit more to the coast. That will help a little bit to balance the demand that's growing in China for electricity 

across the southern provinces, but rail lines have to be built, power lines for moving coal by wire have to be built. So the 

infrastructure issues in China, the demand for energy in China are just a Herculean task to try and meet, so we don't see 

where that's going to be solved overnight. In fact, that's part of the issues.” 
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