March 21, 2014

Tiffany Reports Fourth Quarter And Full Year Results; Management Provides Its 2014
Financial Outlook
New York, N.Y., March 21, 2014 - Tiffany & Co. (NYSE: TIF) reported financial results for the fourth quarter and full year ended
January 31, 2014. Worldwide net sales rose 5% in the quarter and 6% in the year. A net loss in the fourth quarter was due to a
recorded charge that related to a ruling in an arbitration proceeding (see below and "Non-GAAP Measures"); however,
excluding that and specific charges recorded in the first quarter, net earnings increased 6% in the fourth quarter and 15% in
the full year, reflecting the sales growth and improved operating margins. In addition, management provided its initial forecast
for the fiscal year ending January 31, 2015.
Michael J. Kowalski, chairman and chief executive officer, said, "We are proud of our performance this past year. Sales and
operating earnings (excluding the arbitration-related charge) rose to record levels. Sales growth was led by fine and statement
jewelry, new or expanded jewelry collections including the ATLAS, ZIEGFELD, and HARMONY collections, and continuing
strength in our iconic jewelry designs. Tiffany's marketing communications more effectively engaged global consumers
wherever they shopped, our distribution network was expanded by 14 additional stores, and everywhere the store experience
was enhanced by improved visual merchandising. And we made important additions to our management team to strengthen our
ability to capitalize on the global growth opportunities before us."
In the three months ("fourth quarter") ended January 31, 2014:
●

●

Worldwide net sales increased 5% to $1.3 billion. On a constant-exchange-rate basis that excludes the effect of
translating foreign-currency-denominated sales into U.S. dollars (see "Non-GAAP Measures"), worldwide net sales
increased 9%, and comparable store sales rose 6% as a result of increased sales in all regions.
In the quarter, the Company recorded a net pretax charge of $473 million ($293 million after tax, or $2.27 per diluted
share) related to an adverse arbitration ruling (see the Company's news release issued on December 22, 2013: "Award
Issued in Arbitration Between The Swatch Group Ltd. and Tiffany & Co.") which resulted in a net loss of $104 million, or
$0.81 per diluted share. Excluding the charge (see "Non-GAAP Measures"), net earnings rose to $190 million, or $1.47
per diluted share, from $180 million, or $1.40 per diluted share, a year ago.

In the 12 months ("full year") ended January 31, 2014:
●

●

Worldwide net sales increased 6% to $4.0 billion. On a constant-exchange-rate basis, worldwide net sales rose 10% and
comparable store sales rose 6% due to growth in all regions.
Net earnings were $181 million, or $1.41 per diluted share. Excluding the aforementioned charge in the fourth quarter,
as well as expenses of $9 million, or $0.04 per diluted share, that had been recorded in this year's first quarter for
specific staff and occupancy reductions (see "Non-GAAP Measures"), net earnings increased 15% to $481 million, or
$3.73 per diluted share, from $416 million, or $3.25 per diluted share, in the prior year.

Net sales highlights were as follows:
●

●

●

●

In the Americas region, total sales rose 6% to $659 million in the fourth quarter and 5% to $1.9 billion in the full year. On
a constant-exchange-rate basis, total sales rose 7% in the quarter and 5% in the full year; comparable store sales
increased 7% in the quarter due to growth in most markets, and rose 3% in the full year led by growth in New York
flagship store sales as well as modest growth in branch store sales.
Total sales in the Asia-Pacific region increased 8% to $275 million in the fourth quarter and 17% to $945 million in the full
year. On a constant-exchange-rate basis, total sales rose 11% in the quarter and 18% in the full year; comparable store
sales increased 4% in the quarter due to growth in Greater China and most other markets, and increased 11% in the
year due to broad-based sales growth across the region.
Tiffany's business in Japan performed well throughout the year. A negative translation effect from a substantially weaker
yen versus the U.S. dollar resulted in total sales declining 12% to $169 million in the fourth quarter and 9% to $579
million in the full year. However, on a constant-exchange-rate basis, total sales increased 8% in the fourth quarter and
11% in the full year, with 8% and 10% growth in comparable store sales.
In Europe, total sales increased 10% to $161 million in the fourth quarter and rose 9% to $470 million in the full year. On
a constant-exchange-rate basis, total sales rose 7% in both the quarter and full year; comparable store sales rose 2% in

the quarter and 4% in the year due to growth in most countries.
●

●

Other sales increased 47% to $35 million in the fourth quarter and 53% to $111 million in the full year. On a constantexchange-rate basis, total Other sales also increased 47% and 53% in those respective periods, partly due to increases
of 23% and 14% in comparable store sales of five TIFFANY & CO. stores in the United Arab Emirates, which were
converted from independently-operated to Company-operated in July 2012, as well as wholesale sales of diamonds not
meeting the Company's requirements.
Tiffany added 14 stores (net) in 2013. At January 31, 2014, the Company operated 289 stores (121 in the Americas, 72
in Asia-Pacific, 54 in Japan, 37 in Europe and five in the U.A.E.), versus 275 stores (115 in the Americas, 66 in AsiaPacific, 55 in Japan, 34 in Europe and five in the U.A.E.) a year ago.

Other financial highlights:
●

●

●

●

●

●

●

●

Gross margin (gross profit as a percentage of net sales) increased 1.4 points to 60.5% in the fourth quarter and rose 1.1
points to 58.1% in the full year. Gross margin in both periods largely benefited from reduced product cost pressures, as
well as price increases taken earlier in the year. In addition, a sales mix shift in the full year toward higher-priced, lower
gross margin products offset some of those benefits.
SG&A (selling, general and administrative) expenses rose 7% in the fourth quarter and 6% in the full year, with the
increases in both periods largely reflecting incremental fixed and variable labor costs and higher store-related expenses.
The translation effect from a stronger U.S. dollar reduced SG&A expense growth by 3% in both the quarter and full year.
Interest and other expenses, net were $8 million in the fourth quarter and $49 million in the full year, versus $14 million
and $54 million in the respective periods last year. Interest and other expenses, net in the quarter and full year included
$7 million associated with a foreign currency transaction gain related to the payment of the arbitration award (see "NonGAAP Measures").
The Company had an income tax benefit in the fourth quarter due to the effect of the arbitration award. The effective
income tax rate was 28.8% in the full year. Excluding the above-mentioned charges, the effective income tax rates were
36.1% in the fourth quarter and 34.8% in the full year, versus 35.0% and 35.3% in the prior year.
Cash and cash equivalents and short-term investments were $367 million at January 31, 2014, compared with $506
million a year ago reflecting the Company's $473 million cash payment tied to the aforementioned adverse arbitration
ruling. Short-term and long-term debt totaled $1.0 billion at January 31, 2014 versus $959 million a year ago. As a
percentage of stockholders' equity, total debt was 37% at both January 31, 2014 and January 31, 2013.
Net inventories increased 4% in the full year to $2.3 billion at January 31, 2014. Finished goods inventories and
combined raw material and work-in-process inventories increased at similar rates. On a constant-exchange-rate basis,
net inventories rose 6% over last year.
Capital expenditures were $221 million in 2013, versus $220 million in the prior year.
The Company incurred a "free cash outflow" (net cash provided by operating activities less capital expenditures) in the
full year (see "Non-GAAP Measures"), which was entirely due to the $473 million arbitration award payment.

Mr. Kowalski added, "Looking forward to 2014, our management team is enthusiastic and focused on delivering healthy rates of
sales and earnings growth. We are excited about our new product, marketing communications, and store expansion plans for
the coming year, and look forward to delivering the promise of the Blue Box to an ever-growing global audience."
Outlook for 2014:
For the fiscal year ending January 31, 2015, management forecasts net earnings to be in a range of $4.05 - $4.15 per diluted
share. This forecast is based on the following assumptions, which are approximate and may or may not prove valid:
a. Worldwide net sales increasing by a high-single-digit percentage in U.S. dollars and on a constant-exchange-rate basis,
with all regions expected to achieve growth in their total sales and comparable store sales.
b. Adding 13 Company-operated stores and closing four existing stores: opening four in the Americas, five in Asia-Pacific,
two in Japan, and one each in Europe and Russia, while closing one each in the Americas, Asia-Pacific, Japan and the
U.A.E.
c. Earnings from operations as a percentage of net sales ("operating margin") increasing due to a higher gross margin and
SG&A expense growth less than sales growth.
d. Interest and other expenses, net of $65 - $70 million with the increase over 2013 reflecting the interest cost on higher
average levels of net-debt.

e. An effective income tax rate of 35%.
f. A 6% increase in net inventories.
g. Capital expenditures increasing to $270 million, with the increase over 2013 largely reflecting incremental investments in
certain information technology systems.
h. Free cash flow (cash flow from operating activities less capital expenditures) of at least $400 million.
Today's Conference Call:
The Company will conduct a conference call today at 8:30 a.m. (Eastern Time) to review actual results and the outlook. Please
click on http://investor.tiffany.com ("Events and Presentations").
Next Scheduled Announcement:
The Company expects to report first quarter results on Wednesday May 21st. For notifications of future announcements,
please register at http://investor.tiffany.com ("E-Mail Alerts").
Tiffany & Co. operates jewelry stores and manufactures products through its subsidiary corporations. Its principal subsidiary is
Tiffany and Company. The Company operates TIFFANY & CO. retail stores in the Americas, Asia-Pacific, Japan and Europe,
as well as in the United Arab Emirates and Russia. It also engages in direct selling through Internet, catalog and business gift
operations. For more information, please visit www.tiffany.com or call the shareholder information line at 800-TIF-0110.
This document contains certain "forward-looking" statements concerning the Company's objectives and expectations with
respect to sales, products, store openings and closings, operating margin, interest and other expenses, the effective income
tax rate, net earnings, inventories, growth opportunities, capital expenditures and free cash flow. Actual results might differ
materially from those projected in the forward-looking statements. Information concerning risk factors that could cause actual
results to differ materially is set forth in the Company's Form 10-K, 10-Q and 8-K reports filed with the Securities and Exchange
Commission. The Company undertakes no obligation to update or revise any forward-looking statements to reflect subsequent
events or circumstances.
TIFFANY & CO. AND SUBSIDIARIES
(Unaudited)
NON-GAAP MEASURES
The Company reports information in accordance with U.S. Generally Accepted Accounting Principles ("GAAP"). The Company's
management does not, nor does it suggest that investors should, consider non-GAAP financial measures in isolation from, or
as a substitute for, financial information prepared in accordance with GAAP. The Company presents such non-GAAP financial
measures in reporting its financial results to provide investors with an additional tool to evaluate the Company's operating
results.
Net Sales
The Company's reported net sales reflect either a translation-related benefit from strengthening foreign currencies or a
detriment from a strengthening U.S. dollar. Internally, management monitors and measures its sales performance on a nonGAAP basis that eliminates the positive or negative effects that result from translating sales made outside the U.S. into U.S.
dollars ("constant-exchange-rate basis"). Management believes this constant-exchange-rate basis provides a more
representative assessment of sales performance and provides better comparability between reporting periods. The following
table reconciles sales percentage increases (decreases) from the GAAP to the non-GAAP basis versus the previous year:

Net Earnings
The accompanying press release presents net earnings and highlights expenses tied to certain items in the text. Management
believes excluding such items presents the Company's results on a more comparable basis to the corresponding period in the
prior year, thereby providing investors with an additional perspective to analyze the results of operations of the Company at
January 31, 2014. The following tables reconcile certain GAAP amounts to non-GAAP amounts:

Free Cash Flow. Internally, management monitors its cash flow on a non-GAAP basis. The ability to generate free cash flow
demonstrates how much cash the Company has available for discretionary and non-discretionary items after deduction of
capital expenditures. The Company's operations require regular capital expenditures for the opening, renovation and
expansion of stores and distribution and manufacturing facilities as well as ongoing investments in information technology.
Management believes this provides a more representative assessment of operating cash flows. The following table reconciles
GAAP net cash provided by operating activities to non-GAAP free cash flow:

Contact:
Mark L. Aaron
212-230-5301
mark.aaron@tiffany.com

