Coach
Pros:

1. New less expensive goods (Poppy line)

2. Expanding world markets, e.g. China

3. Sales are up this quarter

4. Low debt
5. Financial strength: A

6. VL likes them: “A proactive posture is paying off for Coach.”

Cons:

1. 2A and 2B are down

2. Consumers are cutting back on spending

From Morningstar:

“The company has opened two Coach Legacy boutiques (a possible second concept), which feature products from its legacy line.”

Management:

“Lew Frankfort has served as chairman and CEO since 1995 and helped lead the firm through its initial public offering in October 2000. He has more than 25 years of experience at Coach. In recent years, he has revitalized the Coach brand and assembled a topnotch management team to lead this

effort…Despite the generous executive compensation, shareholder value has soared under Frankfort's leadership and Krakoff's creative skills, with the

stock price up around 12 times the company's IPO price in 2000 (adjusted for splits). A majority of Coach's board is independent, and officers and directors own nearly 4% of the shares outstanding. Although we would prefer to see the roles of chairman and CEO split, we like that the company

has appointed a lead director who can challenge the CEO if necessary. We believe management does a good job of providing transparency around the business. Overall, corporate governance is good, in our opinion..”
Profitability:
“Operating profits have skyrocketed during the past five years, increasing roughly 22% on average annually. This has been driven by better sourcing, an improved product mix, and growth in high-margin channels like Japan.”

