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Investment Narrative

+ Carter’s is the largest branded marketer of young children’s

I,..
‘ a rter S apparel in North America
* Recommendation: BUY with PT of $100.82, representing an

upside of 32.11% from 1/27/24 close at a 5% weight

Market Cap $2.82B

- Investment Thesis Introduction
Enterprise Value 3.22B —_— :
P I. Carter’s is a high-quality business through owning the
Last Close (1/27/24) 76.31 two most highly recognized and trusted brand names in
52 Week Range $60.66 - $86.76 chlldrer) s gpparel: Carte.r’s and OshKosh B’gosh that
specialize in products with a short replacement cycle
LTM Revenue $2.96B II. Industry trends such as birth rates have recently
Operating Margin 11.8% stabilized giving Cartefro’fwaa;r)gsnlve outlook moving
Net Debt/EBITDA 1.1x [ll. Investors are underappreciating Carter’s destocking
NTM P/E 12.54x efforts to improve the business
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Carter’s is the Largest Branded Marketer of Children’s Apparel T”W

Carter’s Operates in 3 Segments with a Variety of Brands

carter’s' Ostlosu little planet

Products % of Total Revenue?

US Retail 15%

Offer sizes from newborn to 14 with a focus
on baby and toddler sizes

@ carter’s @ childormine @ simple t
just one you arter's bycarter’s
Strong relationships with multi-national

retailers offering exclusive brands

34%

Baby || Playclothes
International Retail, ecommerce, & wholesale outside US B Sleepwear Other

Revenue & EBIT Margins? US Makes up 86% of Revenue?

4,000 16%
. 3
— 2% ! ;
2 3,000 m ' 12% 9 .
S 1oL 1% ! 22
E 26 %0
© 2,000 8% . 318
= \ 14
2 18 20
) 5 8
® 1,000 % 54% 54% 4%
’ 490 51% 52% 52% 33% S 55 SUH 5306 7 5 23
13
0 0% :
2014 2015 2016 2017 2018 2019 2020 2021 2022 P owered by Bing
US Retail B USWholesale 0 e e e e e e e —m—m— e ———— o Zeelames Mierosen oo
(| ional © Operating Margi ! : : !
(1) CRI 2022 10-K nternationa perating Margin 53 Stores in Mexico 1
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Carter’s is the Leading Brand in Baby & Children’s Apparel TﬂW

Market Share Indicates Carter’s Market Dominance Over Private Label Competitors

0to 10 Year Old Market? 0to 2 Year Old Market!? 3to 4 Year Old Market!?
6%
. Carter’s

Next Largest

Private Label

Brand 84% 75% 81%

Other
!"Carter's has over 1.7xthe | [ Carter's has over 3xthe | [ Carter's has over 1.7x the |
I market share of the next ! : market share of the next 1 : market share of the next 1
'\ largest brand ,' \ largest brand ,' \ largest brand ,'

Lower Child Population Drove Industry Decline from 2014 to 2019

Total Revenue of Children’s & Infant Clothing in US2 Compared

ALY @ 303 [0k} to Population of Children Under the Age of Nine3

and young

children’s v 16 40.8
© 0
apparel market $298 2 =)
ages 0to 10in 8 -
1 o 12 404 §
the US S &S
s c
> 2
Total revenue in the x 8 40 5
children’s apparel market g 3
has decrease as the S 4 306 =
population of the children = >
decreased e ~

0 39.2

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
(1) CRI 2022 10-K (2) IBIS World (3) US Census Bureau
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Short Replenishment Cycle Creates a Strong Business Model

3

Baby Clothing Replenishment Cyclel

b ISD

11

Every 3 months of the child’s first 2 years, 100% of
their wardrobe is replaced

Opportunity to have a mom’s first purchase of a
wardrobe for their new baby then extending the
relationship into toddler and then into 4 to 7

Stores are the #1 Source of New Customer Acquisition

Closed Projections
Stores
1,000 904 942
849 862 864 203 829 867
T 800 751 757
L
0
2 600
S
n
*® 400
200
0
I TR T A S SRR ZR. . 2. N\ 7
N N YD W oo O N
@@@@@@w@m@w@w@m

(1) CRI at Evercore 1SI 3™ Annual Consumer & Retail Conference (6/14/2023)
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Carter’s Brand Grows with Each Family

Wardrobe Replacement Turns Per Year

# Times Wardrobe is 100%

Replaced in a Year

4
4
3
2
2
1.25
1
0
6+

Oto3 4t06
Age of Child

Trading Low Margin Stores for Better Locations

Closed ~100 low operating stores in 2021

When lease is up for renewal must decide for the next
10 years > in recent years will let lease expire and

move to a location with higher traffic

Rarely closes stores early because nearly all stores

are cash flow positive

New stores have higher margins driven by improved
pricing, lower ocean freight rates, & better sell

throughs (less than 20% sold on clearance)



e .
Stabilization in Industry Trends Create a Positive Outlook ””II

Typical Family Formation Process Engagement Recovery

. . ® # of Engagements by Calendar Year?
’ ) COVID-19 interrupts Recovery to
.U. dating habits pre-pandemic
Q w3 28 2.8 - 2.8
- 2 2.5 2.4 :
. . . . = 2.1
A couple is deemed a family when married, which is E )
typically followed by procreation 2
Everyone knows when somebody is having a baby, 21
and a big part of baby apparel is gift giving L%
H*
Carter’s captures gift giving customers by being the 0 Pre
. . : . - Longer
best-selling national brand in baby apparel and being COVID 2021 2022 2023k 2024E  2025E Teﬁn
within $1 to $2 of all private label competitors Avg Est

Average Age of Marriages are Increasing
Average Age of First Marriage

31
I rising average age of |
2.0 \_ _ _ _mothers _ _ _ _!
28 S
e 15
o
= 1
25 s T
© 05 / _
© Rate for Women 30 to 49 growing faster
22 @ 00
S N A > o0 A DO NN D L S SRR R R I LR R e
NN NN IH Y 2”9 97 O Q° Q" O O
S S S D S S S S S S S S S sl

. . Rate for Women Rate for Women Total
Men’s Age at First Marriage Women'’s Age at First Marriage o
[ g oo Ml 9 9 Ages 14 to 29 O Ages 30 to 49 [ Fertility Rate
(1) Signet (world’s largest diamond retailer) Investor Relations Presentation 2023 (2) US Conesus Bureau (3) Congressional Budget Office, Report: The Demographic Outlook
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Successful Destocking Efforts Has Created Healthier Business ””II

Customers Facing Inflationary Pressure & Wholesalers Decreasing Inv Forced Carter’s to Adjust Inv Levels

Average Inv Units in Store? Inventory Levels?
Destocking e ——— -
40,000 1,000 899 / . \
R 858 [ Major 1
%) 1 i I
S 800 722 745 | d.ecrease in ;
= 64g 680 682 inventor
25,000 = 620 614 621 1 y I
E 600 O61 I came from I
2 : “pack and :
S 400 I hold” I
> I 44 millionvs 1
200 | 103 million |
v from Q3to Q4
0 D 7
Pre-Pandemic Current QL Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

21 21 21 21 22 22 22 22 23 23 23

Inventory Reduction Led to Improved Cash Flows? Average Unit Cost of a $20 Three Pack of Onesies?

120 Inventory : ~<. _
107 Correction : \\\ Production
97 $7 1+ $6 _—
s 89 ! ‘. B shipping
0 78 83 ; .
5 80 69 M Discount
E Gain
LL
O 44
Q ] e ] ]
& 40 33 Manufacturing Capacity in Asia Opening Up
Lower Lower Driver of
Production Ocean = Margin
Cost Freight Cost Expansion
0 ( EBIT Margins improved from 6.3% to 11.8% over the N

Q321 Q421 Q122Q222Q322Q422Q123Q2 23 Q3 23 |
|

(1) Q2 23 Earnings Call (2) Company filings (3) Tegus Interview w/ Former CRI Director paSt quarter 2> pI’OjECted to be consistent moving
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Valuation — 32.11% Upside

LTGR DCF Valuation

Long Term Growth Rate Method - 10 Yr. DCF
Terminal Value 5 4,663
PV of Terminal Value 5 1,991
PV of Free Cash Flow 5 2,134

Enterprise Value 5 4,126
Less: Debt 5 587
Less: Preferred / Other 5 -
Plus: Cash 5 169

Implied Equity Value 5 3,728
Diluted Shares Outstanding 37

Implied Share Price 5100.82
Upside / {Downside) 32.11%
PV TV as o % of the Enterprise Value 48.27%

Implied Terminal Multiple 12.75x

Discount Rate
8.00% 9.00% 10.00% 11.00% 12.00%

0.50%| $118.02 $103.27 5 91.64 S 82.26

[+ 1)
E & 1.50%| $129.05 $111.10 $ 97.40 $ 86.59
i-g 2.00%| $135.94 $115.86 $100.82 S 89.12 § 79.78
§ © 2.50%| $144.08 $121.35 $104.69 $ 9195 $ 81.90
© 3.00% $127.76 $109.11 $ 95.13 § 84.25

Catalysts

+ Believe management will deliver on opening 250 stores
by 2027, as they have achieved previous store opening
goals in the past

+ Destocking has improved cash flow allowing Carter to
fund additional store openings

+ Stabilized birth rates will improve the volume of
transactions improving SSS growth

Culverhouse Investment Management Group — Consumer Discretionary Committee

Thesis in Model

Bullish on Net Store Additions

1,200 I’ Staying consistent with 75% | 12%
I net store additions from 1
guidance of opening stores 'l

900 9%
600 6%
300 3%
0 0%
2023E 2024E 2025E 2026E 2027E 2028E 2029E
BcmG M street Difference
Total Revenue vs Street & Operating Margin
4,000 16%
/

2,000
1,000

-
I II II 4%
0 0%
P S 5

f»

B cMG M Street Difference Operating Margin
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Variance - Revenue

mm

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
US Retail Revenue
Model 1,508.38 154510 162378 1,707.15 1,792.56 186393 1,929.08
Consensus 1,507.05 1,512.70 1,543.48 1,592.27 1,623.43 1,651.48 1,911.49
Difference 0.1% 2.1% 5.2% 7.2% 10.4% 12.9% 0.9%
US Retail Stores EoP
Model 793 229 866.5 904 941.5 961.5 981.5
Consensus 79514 82529 846.67 871.80 866.25 87233 935.00
Difference -0.3% 0.5% 2.3% 3.7% 8.7% 10.2% 5.0%
555 Growth, %
Model -12.2% -1.5% 2.0% 2.0% 2.0% 2.0% 2.0%
Consensus -12.0% -1.6% 0.8% 1.0% 1.0% 1.0% 3.6%
Difference -0.1% 0.1% 1.2% 1.0% 1.0% 1.0% -1.6%
UsS Wholesale
Model 1015 1025 1056 1082 1087 1087 1087
Consensus 1,014 1,034 1,056 1,075 1,094 1,096 1,091
Difference 0.1% -0.8% 0.0% 0.7% -0.6% -0.9% -0.4%
International
Maodel 436 445 458 481 305 530 357
Consensus 436 444 460 484 510 542 612
Difference -0.1% 0.1% -0.4% -0.5% -1.1% -2.2% -9.0%
Total Revenue
Model 2959 3015 3138 3270 3384 3481 3573
Consensus 2,957 2,990 3,059 3,150 3,227 3,290 3,614
Difference 0.1% 0.8% 2.6% 3.8% 4.9% 5.8% -1.1%
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Variance - Costs

3

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
COGS
Model 1563 1568 1632 1700 1760 1810 1858
Consensus 1553 1565 1607 1545 1693 -
Difference 0.6% 0.1% 1.5% 3.1% 4.0%
Gross Profit
Model 1396 1447 1506 1570 1624 1671 1715
Consensus 1403 1457 1499 1541 1584 -
Difference -0.5% -0.7% 0.5% 1.9% 2.5%
D&EA
Model 72 60 63 65 68 70 71
Consensus ] 68 71l 70 74 7T a0
Difference 4.1% -11.8% -11.0% -6.3% -8.3% -9.4% -10.7%
CapEx
Model 60 60 63 65 68 70 71
Consensus 69 71 70 69 68 72 20
Difference -12.9% -14.5% -10.8% -5.1% -0.4% -2.6% -10.7%
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Management

Current Management Team

Michael Casey Richard Westenberger Kendra Krugman
Chairman & CEO EVP & CFO EVP, Retail & CMO
1993 — Vice President of Finance 1992 to 2006 — Senior Vice President 2007 — Manager, Merchandising
2003 - EVP and CFO & CFO at Lands’ End 2023 — EVP, Retail & Chief
2008 - CEO 2009 — Joined Carter’s as EVP & CFO Merchandising Officer
2009 — Chairman of the Board 2024 — Will be promoted to Senior EVP 2024 — Will be promoted to Senior EVP

Chief CFO, & Co-COO & Chief Creative & Growth Officer

Brian Lynch Carter Murray
President & COO Potential Candidate to be the Next COO
2005 — VP of Merchandising 2002 — Born
2012 — President 2023 — VP Operations for CIMG
2022 - COO Mr. Lynch will consult and support the
2024 (March) — Retiring planned transition in leadership through

Culverhouse Investment Management Group — Consumer Discretionary Committee Febru ary 2025
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