
Ethan Allen Investors Conference
Tuesday, September 13, 2005

10:00 - 11:15 Management Presentations

Farooq Kathwari - Chairman & CEO

Nora Murphy - VP of Style

Kelly Bean - VP of Advertising

Corey Whitely - Executive VP of Operations

Ed Teplitz - Executive VP of Retail

11:15 - 12:15   Break for Store Tour

12:15 - 1:30 Questions and Answers





Farooq Kathwari



Positioned for Growth

• Clarity in Mission

• Structure to Support the Mission

• Major Opportunity to Grow



Clarity in Mission

• Solutions

• Excellence

• Project One Brand

• Credibility



Structure to Support Mission

• Leadership in Style

• National Network of Branded Stores

• Logistics Base at Wholesale and Retail

• Leadership Structure

• Communications Strategy



Fiscal 05 Financial Performance

$87.2$79.3Net Income

$2.28  $2.19  EPS

14.5%13.6%Operating Margin

48.3%48.6%Gross Margin

$955.1$949.0Sales

FISCAL ‘04*FISCAL ‘05

* ‘04 restated / ex-restructure



Fiscal 05 Financial Performance

2.0%2.2%Retail
Operating Margin

$576.2$586.2Retail Sales

17.9%17.5%Wholesale
Operating Margin

$673.8$663.2Wholesale Sales

FISCAL ‘04*FISCAL ‘05

* ‘04 restated / ex-restructure



Fiscal 05 Financial Performance

$23.5$30.3Capital Expenditures

$14.4$19.6Regular

$186.9$186.5Inventory

$1.4$4.1Acquisitions

$111.4--Special
Dividends Paid:

1,044,4452,410,400
Shares Repurchased
(open market)

$126.0$103.3Operating Cash

FISCAL ‘04FISCAL ‘05

* ‘04 restated / ex-restructure



Opportunity to Grow

MSAs:

$4,473,840,500Potential @$100 Per HHLD

$3,355,380,375Potential @$75 Per HHLD

$6 to $148Range of HHLD $ Penetration by Store

$26Estimated Average HHLD $ Penetration

$1,169,691,279FY2005 Estimated Retail Written

282 StoresRetail Stores in MSAs



Solutions for Growth
New York Area

Retail Stores in Group 27

Total $50K+ HHLDS 3,225,779

FY 2005 Projected Retail Written $211,927,140

Est. Average HHLD Penetration $66

Range of HHLD $ Penetration $12 to $154

Potential @$50 Per HHLD $161,288,950

Potential @$75 Per HHLD $241,933,425

Potential @100 Per HHLD $322,577,900
*Results are based on  stores that participate in coordinated advertising group

• Stores in the right location

• Market well-covered
(27 stores)

• Experienced senior 
management 

• Hands-on Independent 
Retailers with long EA 
association

• Market coordinated for
10+ years

• Strong media mix with 
continued investment



Retail Stores in Group 11

Total $50K+ HHLDS 1,134,057

FY 2005 Est. Retail Written $46,266,006

Est.Average HHLD Penetration $41

Range of HHLD $ Penetration $23 to 63

Potential @$50 Per HHLD $56,702,850

Potential @$75 Per HHLD $85,054,275

Potential @100 Per HHLD $113,405,700
*Results are based on  stores that participate in coordinated advertising group

Opportunity to Grow
Boston Area

• Acquired 3 stores from 
independent retailer in 1993

• Opened 3 new stores, 
relocated 1 store,
closed 2 stores

• Market now well-covered

• Strong retail division mgt.

• Began consistent 
coordinated advertising
in 2000

• Increased advertising 
expenditure for FY06

• Strong media mix, including 
local TV



Retail Stores in Group 9

Total $50K+ HHLDS 1,661,770

FY 2005 Projected Retail Written $65,040,423

Est. Average HHLD Penetration $39

Range of HHLD $ Penetration $11 to 82

Potential @$50 Per HHLD $83,088,500

Potential @$75 Per HHLD $124,632,750

Potential @100 Per HHLD $166,177,000
*Results are based on  stores that participate in coordinated advertising group

Opportunity to Grow

Washington D.C./Baltimore Area
• In last 5 years:  

– Relocated 1 store

– Opened 2 new stores

• Market now well-covered (9 
stores)

• Strong retail division 
management

• Hands-on independent 
retailers

• Began fully-coordinated 
advertising in 2005

• Strong media mix, including 
local TV



Opportunity to Grow
Chicago Area

Retail Stores in Group 9

Total $50K+ HHLDS 1,518,841

FY 2005 Projected Retail Written $31,595,440

Est. Average HHLD Penetration $21

Range of HHLD $ Penetration $13 to 33

Potential @$50 Per HHLD $75,942,050

Potential @$75 Per HHLD $113,913,075

Potential @100 Per HHLD $151,884,100
*Results are based on  stores that participate in coordinated advertising group

• Acquired 6 stores from 
independent retailer in 2002

• Relocation of 2 stores in 2005

• Planned relocation of
2 stores in 2006-2007

• Planned opening of new
store in 2006

• Strengthening of retail
division mgt.

• Focused efforts on growing 
independent retailer business

• Significantly increased 
coordinated advertising spending 
in 2006



Opportunity to Grow

Dallas, TX Area

Retail Stores in Group 6

Total $50K+ HHLDS 897,537

FY 2005 Projected Retail Written $16,620,718

Est. Average HHLD Penetration $19

Range of HHLD $ Penetration $11 to 27

Potential @$50 Per HHLD $44,876,850

Potential @$75 Per HHLD $67,315,275

Potential @100 Per HHLD $89,753,700
*Results are based on  stores that participate in coordinated advertising group

*includes Mesquite - closed in FY06

• Market is under-stored
(5 locations)

• Store locations are now 
stabilizing, after period
of flux:

– 3 stores closed

– 3 changed ownership

– 2 relocations

– 2 new opened

• Store management recently 
strengthened

• Evaluating new store 
opportunities



Leadership in Style

• Quality - Details - Value
• Focus on Lifestyles:

– American/English
– European Classics
– Country
– Contemporary/Modern
– Casual

• 70% of product new in 3 years
• Projection of Style



Townhouse June 2002



Tuscany April 2003



Ethan Allen Kids June 2003



New Country Fall 2003



Newport July 2004



Horizons by Ethan Allen
February 2005



New Impressions 
January 2005



Tango April 2005



Maison July 2005



Maison July 2005



Maison July 2005



National Network of Branded Stores

313 Stores Total
126 Retail Division
187 Licensee Stores



Growing International Network

34 International 
Locations

11 - China
8 - Canada
3 - Japan
3 - Korea
2 - United Kingdom
1 - Egypt
1 - Kuwait
1 - Bangladesh
1 - Philippines
1 - Taiwan
1 - Dominican Republic
1 - Thailand (10/2005)



Store Relocations in Fiscal ‘04

F’03 Before Relocation

F’05 After Relocation - First year of Everyday Pricing
F’04 Effect of Closing and Opening Promotions

32%3.22.12.2May ‘04Avon/North Olmstead, 
OH

17%5.35.34.4Apr ‘04Ventura, CA

20%11.811.09.5Nov ‘03Natick, MA

22%3.43.02.7Nov ‘03Lexington, KY

F’05F’04F’03

Pre F’03 / 
Post F’05

% of 
Change

Written Sales (in millions)
Relocatio

n DateMarket



Orlando, Florida

• Relocated August 2004
• Original Store - Wrote $3.2 to $3.4 million/year
• Millenium Store - January to June 2005 wrote $3.1 million 

on track to write $6 million this year
• Traffic for Jan/Mar up 67%



Reno, Nevada

• Relocated March 2005
• Original Store - April to June 2004 wrote $1.1 million
• Relocated Store - April to June 2005 wrote $1.5 million
• Written Sales up 43%



Store Relocations - Transition Year Growth

* Transition year includes closing and opening impact

14%3.32.8Feb 05Springfield to Arlington, VA

37%3.92.5Jan 05Countryside to Lombard, IL

20%6.43.9Dec 04Wheaton to Naperville, IL

30%6.23.6Sept 04Houston, TX

(written sales 
in millions)

% of
Change

F’05F’04Relocated 
Store 

Opened
Market



Fiscal 2005 Store Openings
Bayport, NY Bayport, NY -- Jul 04Jul 04
Hangzhou, China Hangzhou, China -- Aug 04Aug 04
Chengdu, China Chengdu, China -- Aug 04Aug 04
Busan, Korea Busan, Korea -- Aug 04Aug 04
Orlando, FL Orlando, FL -- Aug 04Aug 04
St George, UT St George, UT -- Sep 04Sep 04
Houston, TX Houston, TX -- Sep 04Sep 04
Soho (Beijing), China Soho (Beijing), China -- Oct 04Oct 04
Palm Desert, CA Palm Desert, CA -- Nov 04Nov 04
Naperville, IL Naperville, IL -- Dec 04Dec 04
Taipei City, Taiwan Taipei City, Taiwan -- Dec 04Dec 04
Lombard, IL Lombard, IL -- Jan 05Jan 05
Arlington, VA Arlington, VA -- Jan 05Jan 05
Beijing, China Beijing, China -- Apr 05Apr 05
Reno, NV Reno, NV -- Mar 05Mar 05
Dalian, China Dalian, China -- Mar 05Mar 05
Shanghai, China Shanghai, China -- Mar 05Mar 05
Phoenix, AZ Phoenix, AZ -- May 05May 05
Kansas City, MO Kansas City, MO -- May 05May 05
San Jose, CA  San Jose, CA  -- Jun 05Jun 05
Sarasota, FL Sarasota, FL -- Jun 05Jun 05

Bayport, NYNaperville, IL

Phoenix, AZ

Kansas City, MO
Orlando, FL



Reno, Nevada



Bayport (Long Island), NY



Cleveland (Avon), Ohio



Orlando, Florida



Sarasota, Florida



Virginia Beach, Virginia



Kansas City, Missouri



Chicago (Lombard), Illinois



Chicago (Naperville), Illinois



Grand Rapids, Michigan



Phoenix, Arizona



Bangkok, Thailand



Fiscal 2006 Planned Store Openings
Grand Rapids, MIGrand Rapids, MI -- Jul 05Jul 05
Virginia Beach, VA  Virginia Beach, VA  -- Aug 05Aug 05
Chandler, AZ Chandler, AZ -- Sep 05Sep 05
Corona, CA Corona, CA -- Oct 05Oct 05
King of Prussia, PA King of Prussia, PA -- Nov 05Nov 05
Watermill, NY Watermill, NY -- Dec 05Dec 05
Schaumburg, IL Schaumburg, IL -- Dec 05Dec 05
Charlottesville, VA Charlottesville, VA -- Jan 06Jan 06
San Antonio, TX San Antonio, TX -- Feb 06Feb 06
Hendersonville, TN Hendersonville, TN -- Feb 06Feb 06
Harrisburg, PA Harrisburg, PA -- Feb 06Feb 06
Palm Beach Gardens, FLPalm Beach Gardens, FL-- Mar 06Mar 06
Memphis, TN Memphis, TN -- Mar 06Mar 06
Metairie, LA Metairie, LA -- Mar 06Mar 06
Agoura Hills,  CA Agoura Hills,  CA -- May 06May 06
Woodbury MN Woodbury MN -- May 06May 06
WinstWinstonon--Salem, NC Salem, NC -- Jun 06Jun 06
Aurora, CO Aurora, CO -- Jun 06Jun 06
Jacksonville, FL Jacksonville, FL -- Jun 06Jun 06
Myrtle Beach, SC Myrtle Beach, SC -- Jun 06Jun 06
Bloomfield Hills, MI Bloomfield Hills, MI -- Jun 06Jun 06
Fresno, CA Fresno, CA -- Jun 06Jun 06
Loveland, CO Loveland, CO -- Jun 06Jun 06

FY 2006 StoresFY 2006 Stores



Logistics Base at Wholesale



Logistics Base at Retail

7 Distribution Centers
100+ Service Centers



Integrated Information Systems
CONSUMERCONSUMER

Ethan Allen Website
Browse/E-Commerce

Order Database
Item Database

Ethan Allen Extranet
Lead Management

Store Communications

SecureSecure
GatewayGateway

CORPORATECORPORATE
AS400 SYSTEMAS400 SYSTEM

Talks to GatewayTalks to Gateway
Receives Orders and Receives Orders and 

Sends Shipment Sends Shipment 
InformationInformation

Virtual StoreVirtual Store
National DropshipNational Dropship

Web OrdersWeb Orders
EDI OrdersEDI Orders
Credit CardCredit Card

Shipping InfoShipping Info

Domestic & Off-Shore
MANUFACTURING

Orders,
Shipping & 
Item 
Information

Orders and
Shipping info Order Demand

DISTRIBUTION

UPS Distribution
Consolidate Pick List

Pack List

Fulfillment Distribution
Load Planner

National Delivery Network

UPS Ship System
Pack List and 
Product Label

Scanned
RETAIL STORE

Order TrackingOrder Tracking
Ship ConfirmationShip Confirmation

INTERNET

Product

Orders,
Shipping & 

Item
Information

EA Fleet &
Dedicated Freight

Shipment

Inventory Data

UPS Shipment

CORPORATECORPORATE
STORESTORE
RS6000 RS6000 

POS SYSTEMPOS SYSTEM

MasterMaster
ProductionProduction
SchedulingScheduling

RETAIL
SERVICE
CENTERS

RETAILERRETAILER
STORESTORE

AS400 Access toAS400 Access to
Corporate SystemCorporate System



Leadership Structure

• Leadership

– Brand Development

– Operations

– Retail



Leadership Structure at Retail

Project Management as a Solution

• Professionalism

• Customer Focused

• Development of Staff

• Reduction of Turnover

• Increased Sales



New Initiative



Clarity in Mission

• Solutions

• Excellence

• Project One Brand

• Credibility



Structure to Support Mission

• Leadership in Style

• National Network of Branded Stores

• Logistics Base at Wholesale and Retail

• Leadership Structure

• Communications Strategy



Style Redefined
Nora Murphy



Communications 
Redefined



It’s Ethan Allen Redefined…

Communication Objectives:

1. Create a Desired Brand

2. Build our Client Base

• Increase Traffic

• Dig Deeper







Direct Mail

Early Summer ‘05 Summer ‘05 Early Fall ‘05















Everyday Financing:  6 months same-as-cash



Why Everyday Financing?

Regular revolving: 1.5%

3-mos. sac: 3%

6 mos. sac: 48%

12 mos. sac: 28%

Until Promo: 11%

SFP: 8.5%





Recruitment Efforts

Strategy:
• National marketing campaign to 

ASID members
• Development of local market 

materials
• Development of career night 

marketing materials



National Television

• Presents brand in fresh, innovative way
• Differentiates from competition
• Continuing national schedule in August / Sept.



Television commercials here
New Casuals

Musings
British Classics



National Television

• Continued 3rd and 4th quarter national 
TV buy

• Schedule will air Aug. 16 – November 5
• Rotation of Classic & Casual messages
• Air in broad reach dayparts and 

programming
• Many local markets purchasing 

supplemental local TV for added impact



New Print Campaign

• Create urgency and drive 
traffic

• Features top sellers at 
great price points

• Range of items:
– Casual
– Classic















Newspaper Inserts

President’s Day Memorial Day Labor Day



Marketing Support

• Style Book
– January 2006 launch

• Radio
– :10 radio tags
– :60 commercials

• Postcards
– Library of relevant topics

• Accents Brochure
• Kids Brochure
• Chicago PR campaign



Maison Marketing Plan

November 2005:

• Brochure

• Introductory Postcards

• Print Campaign

• Newspaper Insert

• Preferred Customer Event

• Radio Announcement



Maison Marketing Materials



Maison Marketing Materials



Maison Marketing Materials



Maison Marketing Plan

January 2006:

• 16-pg. feature in Winter 
Magazine

• Inclusion in new Style 
Book

• Possible “New 
Classics” TV Spot



Accents catalog

• Test-marketed direct order accents 
catalog

• 4 test markets:
– Atlanta
– Nashville
– San Diego
– Washington, D.C. / Baltimore

• Utilized direct response mail list + 
customer file

• 460,000 copies mailed
• 1st flight mailed: May 11
• Next test:  



Accents Mailing Results

• Analyzed one month of transaction results (June)
• 2.5% response rate overall
• 99% of orders placed in store / 1% placed online
• Accent sales grew 11% in test markets
• Total business from mailing

– 20% accents
– 80% other (upholstery / case goods)

• Shelf-life:  Orders still continuing after 6 weeks



Internal Marketing

• Associates embrace culture & understand mission

• Breakfast Meetings in
Major Markets

• Daily web-based Extranet
communication

• Conference Calls

• Annual Convention

• Advisory Meetings



Vertical Integration



Vertical Integration

An Ethan Allen Advantage

Redefining and Improving Service 
to the Consumer



Vertical Integration Advantage

• Ethan Allen Structure

– From Concept to Customer Satisfaction
• National Network of Stores

• National & Local Distribution 

• Integrated Information Systems

• One Delivered Cost Nationally

• Everyday Pricing



Vertical Integration Advantage

• Initiatives to Improve Service

– Shortening Production Cycle

– Fabric Inventory 

– Reducing Lot Sizes

– Multi-plant Engineering

– Parts Servicing

– Inventory Management



Vertical Integration Advantage

• Redefining Ethan Allen Distribution System
– 7 National Distribution Centers
– 100 Retail Service Centers
– Improved Information Systems



Vertical Integration Advantage



Vertical Integration Advantage

• Retail Service Center Initiatives
– Receiving 

– Scheduling

– Facilities



Vertical Integration Advantage



Vertical Integration Advantage



Vertical Integration Advantage



Vertical Integration Advantage

Information System 
Initiatives

- Improved forecasting

- Supply Chain 
Management 
Systems

- Inventory 
Management 
Systems

- Analytics

CONSUMERCONSUMER

Ethan Allen Website
Browse/E-Commerce

Order Database
Item Database

Ethan Allen Extranet
Lead Management

Store Communications

SecureSecure
GatewayGateway

CORPORATECORPORATE
AS400 SYSTEMAS400 SYSTEM

Talks to GatewayTalks to Gateway
Receives Orders and Receives Orders and 

Sends Shipment Sends Shipment 
InformationInformation

Virtual StoreVirtual Store
National DropshipNational Dropship

Web OrdersWeb Orders
EDI OrdersEDI Orders
Credit CardCredit Card

Shipping InfoShipping Info

Domestic & Off-Shore
MANUFACTURING

Orders,
Shipping & 
Item 
Information

Orders and
Shipping info

Order Demand

DISTRIBUTION

UPS Distribution
Consolidate Pick List

Pack List

Fulfillment Distribution
Load Planner

National Delivery Network

UPS Ship System
Pack List and 
Product Label

Scanned
RETAIL STORE

Order TrackingOrder Tracking
Ship ConfirmationShip Confirmation

INTERNET
Product

Orders,
Shipping & 

Item
Information

EA Fleet &
Dedicated Freight

Shipment

Inventory Data

UPS Shipment

CORPORATECORPORATE
STORESTORE
RS6000 RS6000 

POS SYSTEMPOS SYSTEM

MasterMaster
ProductionProduction
SchedulingScheduling

RETAIL
SERVICE
CENTERS

RETAILERRETAILER
STORESTORE

AS400 Access toAS400 Access to
Corporate SystemCorporate System



Vertical Integration Advantage

• Quality – Value - Service
– Best possible workmanship and materials
– Control costs to provide great retail values
– Improved service through faster delivery



Retail Redefined



Mission Statement

Implement Ethan Allen programs

and successfully execute and

grow the brand at retail



Implementation at Retail

• Store as a Billboard



Natick, MA

15,719 + 12%6,832,653 + 44%Natick - new 11/03
14,0684,742,470Natick - Old
TrafficSales

Six-Months Pre Closing vs Six Months Post Opening



Avon, OH

8,357 + 148%1,774,165 + 118%Avon - 5/04
3,372812,271N. Olmsted
TrafficSales

Six-Months Pre Closing vs Six Months Post Opening



Naperville, IL

11,844 + 134%3,242,785 + 68%Naperville - 1/05

5,0551,933,527Wheaton

TrafficSales

Six-Months Pre Closing vs Six Months Post Opening



Lombard, IL

7,912 + 94%2,291,070 + 59%Lombard - 2/05

4,0741,442,496Countryside

TrafficSales

Six-Months Pre Closing vs Six Months Post Opening



Implementation at Retail

• Store as a Billboard

• Inspirational Interiors





Implementation at Retail

• Store as a Billboard

• Inspirational Interiors

• Professionalism at Retail



Creating a Professional Structure

*approximate

1200*Design Consultants

126Project Managers (PM)

105Senior Project Managers (SPM)

3Area Project Managers (APM)

20District Project Managers (DPM)

6Regional Project Managers (RPM)

28 Districts



Enhancing Design Professionalism

• New campaign launched to recruit 
talented associates

• Targeting experienced, energetic 
design professionals

• Result is exceptional customer 
experience



Implementation at Retail

• Store as a Billboard

• Inspirational Interiors

• Professionalism at Retail

• Grow Business

• Increased Profitability





Ethan Allen Investors Conference
Tuesday, September 13, 2005

11:15 - 12:15   Break for Store Tour

Webcast will resume at 12:15 for Questions
& Answers Session




