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Coach. Inc. was founded in 1941 as a| 1999 | 2000 [ 2001 [ 2002 2003 2004 | 2005 [2006 | 2007 | 2008 | 2009 2010 | ©VALUELINE PUB..INC] 12-14
maker of leather handbaas. It was acauired 196 | 176 201 | 260 | 2348 | 452 | 571| 7.01| 945| 1016 | 11.15 |Sales pershA 14.75
bv Sara Lee in 1985. 7.380.000 shares were 2 25 31 48 80| 118 | 151 193 | 250 | 234| 260 |“CashFlow”per sh 3.30
issued to the public at $16.00 a share in Oc- 14 19 24 40 68| 100 | 127 | 169| 206| 1.91| 212 |Earninas pershAB 270
tober. 2000. The transaction was led bv -- - -- -- .- -- -- .- - 075 .30 |Div'ds Decl'd ver sh 46
Goldman Sachs & Co.. Morcan Stanlev 76 42 73| 147 206 | 273 | 321 | 513| 450| 533 | 6.55 Book Value persh 9.10
Dean Witter. and Prudential Securities. Sara 280.21 | 349.49 | 357.81 | 366.02 | 379.24 | 378.43 | 369.83 | 372.52 | 336.73 | 318.01 | 312.00 |Common Shs Outst'a D | 285.00
Lee subseauentlv distributed the remainina - 187 21 214 265| 258 262 | 247 177 113 Ava Ann’l PIE Ratio 20.0
stock to shareholders. 9% | 121 122 | 140 | 137 | 141 1.31 1.07 80 Relative P/E Ratio 1.35
CAPITAL STRUCTURE as of 12/26/09 o e e ] 3% Ava Ann’l Div'd Yield 1.0%
) . ) 507.8 | 5489 | 616.1| 7194 | 9532 | 1321.1 | 1710.4 | 21115 | 2612.5 | 3180.8 | 3230.5 | 3480 |Sales ($mill) A 4200
Total Debt $25.0 mil. - Duein 5Yrs $25.0mill. | 5980, | 640% | 68.4% | 70.7% | 74.2% | 78.2% | 80.0% | 80.7% | 80.5% | 78.8% | 75.7% | 75.5% |Gross Marain 76.0%
LT Debt $24.3 mill. LT Interest $1.0 mill. 9.6% | 14.3% | 21.2% | 22.6% | 28.7% | 36.9% | 39.7% | 39.3% | 41.1% | 40.2% | 34.8% | 34.5% |Overatina Marain 35.0%
(1% of Cap’l) 163 170 189 212 232 250 275 304 352 399 441 470 |Number of Stores © 550
Leases. Uncanitalized: Ann’l rentals $127.3 mill. 229 386 64.0 85.8 | 1466 | 261.7 | 388.7 | 4943 | 6365 | 7420 | 6221 675 |Net Profit ($mill) 785
. ) . ) 12.4% | 30.6% | 35.6% | 35.5% | 37.0% | 37.5% | 36.9% | 38.0% | 38.5% | 39.0% | 38.0% | 36.8% |Income Tax Rate 40.0%
Pension Assets-6/09 85.2 mill. Oblia. $10.7 mill. ™4 5.7 09, | 104% | 119% | 154% | 198% | 22.7% | 234% | 24.4% | 23.3% | 19.3% | 19.4% |Net Profit Marain 18.7%
Pfd Stock None 51.7| 5441 471 1282 | 287.0 | 523.7 | 4436 | 632.7 | 13322 | 934.8 | 936.7 | 1300 |Workina Can’l ($mill) 1525
38 3.7 3.7 3.6 35 34 3.3 3.1 29 26| 251 25.0 |Lona-Term Debt ($mill) Nil
Common Stock 318.928.322 shs. 2032 | 2128 | 1483 | 2604 | 4269 | 782.3 | 1032.8 | 1188.7 | 1910.4 | 1515.8 | 1696.0 | 2050 |Shr. Equitv ($mill) 2600
as of 10/30/09 o 11.1% | 17.9% | 42.8% | 32.7% | 34.1% | 33.3% | 37.5% | 41.5% | 33.3% | 48.9% | 36.2% | 33.0% |Return on Total Cav’l 30.0%
MARKET CAP: $11.0 billion (Larae Canl 11.3% | 18.4% | 43.2% | 33.0% | 34.3% | 335% | 37.6% | 41.6% | 33.3% | 49.0% | 36.7% | 33.0% |Return on Shr.Eauity | 30.0%
CU'&'}A'IEL"E POSITION 2008 2009 12/26/09 | 113Y% [ 18.1% | 43.2% | 33.0% | 34.3% | 33.5% | 37.6% | 41.6% | 33.3% | 49.0% | 35.3% | 28.5% |Retained to Com Ea 25.0%
Cash Assets 6989 8004 1103.2 -- -- -- -- -- - -- -- -- -- 4% | 14% |All Div'ds to Net Prof 17%
Esgilg{)%ﬂe{sAvo Cst) éggg ;231 ;égg BUSINESS: Coach. Inc. is a desianer. producer. and marketer of cludina 111 factorv outlets). Direct-to-consumer channel accounted
Other 2346 161.2 165.1 | hiah-aualitv modern American classic accessories. Primarv oroduct ~ for nearlv 85% of total net sales in fiscal 2009: Indirect channel.
Current Assets 1385.7 1396.4 1716.4 | offerinas include handbaas. women’s and men'’s accessories. busi-  (20%). Acauired remainina 50% interest in Coach Japban. 7/05.
Accts Pavable 134.7 103.0 120.2 | ness cases. luacace. leather outerwear. aloves. scarves. and per-  Off./dir. own 5.1% of common shares (10/09 Proxv). Chairman and
Debt Due -3 5 .7 | sonal plannina oroducts. Also licenses watches. footwear. and CEO: Lew Frankfort. Inc.: MD. Add.: 516 W. 34th St.. New York.
Other . 3159 356.2 _457.6 | pome and office funiture. Operates 441 North American stores (in-  NY. 10001. Tel.: 212-594-1850. Internet: www.coach.com.
Current Liab. 4509 459.7 5785

ANNUAL RATES Past

Past Est'd’07-'09

of chanae (per sh) 10 Yrs. 5Yrs. to12-14
Sales . 27.0%  11.0%
“Cash Flow” -- 33.5% 8.0%
Earninas -- 34.0% 7.5%
Dividends -- -- NMF
Book Value -- 305% 13.0%
F\i(scal QUARTERLY SALES ($ mill) A FE“" |
Ernde |Sen.Per Dec.Per Mar.Per Jun.Per| 'yoge
2006 | 449.0 6503 4979 514.3[ 21115
2007 | 5295 8056 6253 652.1|26125
2008 | 676.7 9781 7445 7815|3180.8
2009 | 7525 9603 7400 777.7| 32305
2010 | 7614 10650 803.6 850 | 3480
F\i(SCﬂl EARNINGS PER SHARE A B FEU" |
Endt |Sen.Per Dec.Per Mar.Per Jun.Per| 'yaua
2006 24 45 28 30 | 127
2007 31 57 .39 42 | 169
2008 41 69 46 50 | 2.06
2009 44 67 38 43 | 191
2010 44 75 43 50 | 212
cal- QUARTERLY DIVIDENDS PAID E Full
endar |Mar.31 Jun.30 Sen.30 Dec.31| Year
2006 | -- -- -- -- --
2007 | -- -- -- -- --
2008 | -- -- -- -- --
2009 | -- 075 075 075 225
2010

Wall Street did not annear to be im-
pressed with Coach’s second-auarter
results (fiscal vear ends Julv 3rd). In-
deed. the stock gave back most of the ear-
lier gains enioved since our November
report despite the companv’'s 12% earnings
advance and 11% sales improvement. In-
vestors seemed to be disappointed bv the
handbag and accessories maker’'s North
American same-store sales. which. al-
though up 3% from the vear before level.
came up short of expectations despite
greater promotional and discount activitv.

Still. we’'ve raised our full-vear es-
timates. Althoush management seemed a
bit conservative looking ahead and current
inventorv levels (down 30% from the vear
before) do not suggest that an uptick in
demand trends are expected. we think that
the earlier decision to revise the average
selling price downward bv 10%-15% ought
to helo COH continue to increase market
share and drive relativelv healthv ton- and
bottom-line gains regardless of the eco-
nomic climate. Soecificallv. we look for
sales and earnings growth of 9% and 15%.
respectivelv in the second half of the vear.

China is to become a bisser pnart of

the nuzzle. Coach announced that it was
accelerating its srowth strategv in China.
with the latest plan calling for the chain to
oben 15 stores there this vear. up from the
originallv slated 10. Chinese same-store
sales growth far exceeded that of its more
mature U.S. and Japanese counterparts.
and should continue to do so given the
areas’ population and thirst for Western
fashions. In that vein. management
believes that China could turn profitable
next vear and command 10% of the overall
market within the next five vears.

The stock remains on our recom-
mended list. It is ranked 1 (Highest) for
Timeliness and stands out for 3- to 5-vear
apbpreciation potential at the current auo-
tation. We believe that expansion into
China will be a catalvst going forward.
picking up the slack of anv potential slow-
down in the U.S. and/or Jabnan due to mar-
ket saturation. A healthv cash reserve and
strong cash flow will fund the investment
as well as enable management to boost
shareholder returns until these stores are
up and running via share repurchases and
dividend increases.

Andre J. Costanza Februarv 5. 2010

(A) Fiscal vear ends Sat. closest to June 30th.
(B) Diluted eas. Includes the expensina of
stock options beainnina in fiscal 2007. Reflects
discontinuation of corporate accounts business
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beainnina  2006. Excludes $0.12 of non-
recurrina items in '08. Next eas. report due
mid-Aoril. Mav not add due to roundina. (C)
Store count onlv reflects North American retail

on record as of 6/8/09.

and factorv stores. Excludes 200 locations in
Jaoan and China. (D) In mill.. adi. for splits. (E)
Initial dividend paid on 6/29/09 to stockholders

Companv’s Financial Strenath A
Stock’s Price Stabilitv 55
Price Growth Persistence 85
Earninas Predictabilitv 80
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