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Well good afternoon again. I'm Bud Bugatch with Raymond James and it's my great 
privilege and pleasure to welcome you to the Walmart presentation. With us this morning 
we've got Jeff Davis, Sr. Vice President of Finance &amp; Treasurer and Cathy Smith, 
Chief Financial Officer of Walmart International. Without any further ado, the floor is 
yours. 
 
Jeff Davis 
 
Thank you Bud. Cathy and I are here this morning and it's interesting that earlier today 
we were actually at our Year Beginning meeting here in Orlando, where our management 
teams, for not only Walmart U.S. but for International, were here, learning more about 
our FY13 strategies and celebrating some of the successes last year, but more importantly 
focused on those initiatives that are going to take us into the next year.  
 
As with most conference meeting like this, we will be making certain forward looking 
statements and we would ask you to go ahead and go to our website to learn more about 
our disclosures that we'll be making during the course of the day. 
 
What I wanted to do is just start off with a recap of some of the things that we've 
achieved over the last three years. Our CEO Mike Duke summed it up very well when he 
said in our fourth quarter earnings release that Walmart is the best positioned retailer in 
the world. If you think about this, a lot of retailers in the world today are fighting, 
competing against changing customer needs, as well as certain economic fluctuations. 
We believe our model, focused on growth, leverage, and returns, is something that is 
focused on providing a customer service that no others can compete against on a long 
term basis.  
 
As we look at growth, leverage and return over the last year, we added $25 billion of 
growth to our business this past year, a dollar amount that has not been surpassed by any 
other retailer. If you take a look at leverage over the last two years, we've reduced our 
operating expenses as a percent of sale by over 50 basis points. You've heard a lot about 
our focus on operating leverage. But that's just the beginning and I'll talk a little bit more 
about our focus on leverage. Last but not least, with respect to returns, over the last two 
years, on a compound annual growth rate, we've increased our earnings per share by over 
10%.  
 
It's this relentless focus on these three financial priorities, growth, leverage and returns, 
that quite honestly has delivered a really solid year for us last year in FY12. Last year we 
grew our sales by 5.9% and operating income by 4%, and we had a strong contribution 
from each of the three operating segments. There's a lot of focus on Walmart U.S., the 
flagship, and as you can see here, we had positive comps, not only in the fourth quarter in 



Walmart U.S., but also for the entire year. And our Sam's Club delivered very strong 
mid-single digit comps over the course of the year. 
 
The plan that has been put in place, it's working. That plan is one of increasing our 
overall assortment, increasing our focus on price and price investment, and our focus on 
making sure that we have the appropriate level of on shelf availability for our customers. 
All of that has translated into a positive traffic in Walmart U.S., and very strong positive 
traffic growth also in our international markets.  
 
Leverage. I talked a little bit about leverage on a prior slide, but what I would really like 
to leave you with is that, as a corporation, we are going to reduce our operating expenses 
as a percent of sales, by over 100 basis points over the next five years. That is our focus. 
That is our goal.  
 
With respect to returns, it all starts with earnings per share and earnings grew 9% over 
the last year on a, as you see here, on a 6% growth in sales. Great free cash flow. Ended 
up with $10.7 billion of free cash flow for FY12, and that was in line with our forecast. 
We also returned $11 billion to our shareholders in the form of dividends and share 
repurchases.  
 
Before I turn it over to Cathy, one of the things I like to remind everyone, is that last 
week we did announce our FY13 dividend, which is $1.59, which is an increase of 9% 
over FY12.   
 
So with that I'd like to introduce Cathy Smith, our CFO and Head of Strategy for 
Walmart International.  
 
Cathy Smith 
 
Thank you Jeff. Thanks Bud for having us. We appreciate it.  We had a pretty darn good 
year last year in Walmart International. We grew our top line 15% all in, acquisitions and 
currency, and our operating income, at almost 11%, 10.8%. On a constant currency basis, 
our sales grew 7% and operating income grew commensurate with that. 
 
We did acquire, mid-year, a business in South Africa, a 51% ownership in a company 
named Massmart, and we acquired some stores in the U.K. under a banner of Netto, 
which we've now rebannered to our Asda brand. And I'll talk a little bit more about both 
of those, but all in all, a great year.  
 
Some amazing performances by some of our markets. India, although it's off a small 
base, grew 140% top line. Argentina grew 45% top line. Our China business, which I'll 
show you, has been, we know, a little bit more challenged, grew almost 13% top line. 
Walmex, our Mexico and Central America business, grew 441 stores. They're at a little 
over 2,700 stores today. Wow. 9.5% top line growth. So some pretty good growth around 
the world. We have great opportunities in great markets. You'll gather, over the next 20 
minutes, that I love this business.  



 
We grew market share in almost every market. So the blue bars are the Walmart share 
and the green bars are the market share. And you can see some pretty good performance 
in every market, except for Brazil and China. In Brazil and China, we have been a little 
bit more challenged. We went to EDLP in Brazil, out of necessity, we know it's a 
business model that works. It is ultimately our value proposition as Walmart to be 
everyday low price and every day low cost. We went ahead and made that move a year 
ago, January of last year, in Brazil. We spent really a whole year, a lot of hard work, 
getting that foundation in place, and I'll share a little bit more there. But we're feeling 
really good about the progress we're seeing in Brazil now.  
 
China's probably a little bit behind Brazil in our execution around getting a good 
foundation. We've assembled a team there over the last 6 months or so, as well as much 
of the existing team that was already in the stores. I was just there three weeks ago. I got 
to go to their Year Beginning meeting, which is why Jeff &amp; I are here in Orlando, 
for our Year Beginning meetings. But I got to go to theirs and I'll tell you, I would put 
that team up against anyone around the world. We're going to do some pretty great things 
in China and I'm very excited about that.   
 
So a couple of highlights from last year. You guys probably know about the acquisition 
of Massmart. I really like that business. I've been down there a couple of times. Jeff goes 
a little bit more frequently, he's on our board there as well. Culturally the company aligns 
with us. I've been into a lot of the stores. We're going to make some really great 
contributions as part of being part of Walmart, but also it's already a good business. It's 
multi-format, they're going to teach us a few things about some formats that we're 
probably not as adept at. They have a builders format that is more like a Lowe's or Home 
Depot here, and we have really liked what we're seeing in a couple of those. A great 
business though.  
 
We also acquired some stores in the U.K. and because of that, our top line growth in 
Asda was about 6% with the acquisitions, so really good growth in Asda last year, and it 
was very largely attributable here. I think, more impressively, about the acquisition of the 
Netto stores, though, we acquired and converted all those stores within 6 months. We 
finished the rest of the conversions at the latter part of this last year, and they're trading 
really well. It's a great store if you guys get a chance to go to the U.K. into one of our 
Netto converted stores, you'll really like them. It's a great proposition for our customers. 
 
Then the last highlight is that Walmart entered international markets 20 years ago, in 
Mexico, with our very first store. And in 20 years, and I didn't bring the chart for here 
today, but every year we pull out our growth for Walmart International, which I shared 
yesterday with the team in International, and it shows our growth over the years. It's 
really humbling but impressive as well. We got a chance to celebrate Walmart's 10,000th 
store this last year, and we got to do that back in Mexico. That was a real highlight for us.  
 
Our customers win when we innovate, and we've been innovating for a lot of years. 
Every year we have something new. Well theses are some recent innovations that we're 



doing in International that I thought I would share. In India we opened our first 
hypermarket. So we already have a cash and carry business, which, by the way, is now 
number 1 in India. We started our first cash and carry store in 2009, we have a fairly well 
known competitor who entered in 2003, and we've exceeded them in number of stores 
and sales. So we're quite proud of that, but we also have a compact discount hyper and a 
supermarket type format in India as well. We've now entered with our first hypermarket. 
It will give us an early mover advantage in India. We'll continue to see that format will be 
a great source of growth for us.  
 
In addition, in Argentina, we opened a supermarket, more of a food offering for our 
customers, in far more convenient locations, in a lot of urban areas. We'll expect that one 
to do quite well also. I'll also highlight on the top of the Argentina chart, mobile 
commerce solution we did this last year, [kind of need it] works on all three mobile 
platforms: Android, Blackberry, and iPhone. And it allows you to price compare and in a 
competitor's store. You just get a barcode. You can add that item to your grocery list. 
You can scan our refrigerator or barcode added to your grocery list. You can go online 
and add general merchandise items to your grocery list and you can have it all delivered 
to your home. So it's kind of a neat application in Argentina that we're doing.  
 
And then lastly, the other innovation I would share is pharmacies in Mexico. Mexico City 
is a great opportunity for pharmacy format for us. It gives us 24 hour coverage, home 
delivery, and complete health and wellness solution. So [inaudible] is the same as the 
companies, growth leverage, and return. Maybe it's a little bit different emphasis on a 
couple of them but all of them are incredibly important to us.  
 
We think about growth in four dimensions in international. The first initiative is comp 
store growth. Our highest return is in the best form of sustainable growth is always going 
to be having our existing asset produce better. So we spend a lot of time around comp 
store growth and there are two main drivers for that. And that's: Everyday low price, or 
having the lowest price, and having great assortments or being great item merchants. 
 
I'll talk a little bit about those. The second form of growth we think about our new stores. 
We've announced that we're going open 30-33 million square feet this next year. We 
opened a little over 22 million square feet this last year. So you will see us continue to 
grow our organic footprint organically around the world.  
 
And then the third form is eCommerce. We know eCommerce globally is growing at an 
18% CAGR and it provides a huge opportunity for us in every single market. Every 
market in a different pace, and different adoption role will be different depending if 
mobile more enabled or not, but we have plans in every market. 
 
And the fourth form of growth we think about our acquisitions. Many people think of 
acquisitions as our first form but it's not. It's the last one we choose because it's our most 
inefficient use of capital. You have to integrate, you have the goodwill to deal with it 
takes a while. So we actually our preference is not at all ever acquisitions however, we 
know that that's a great way to [add] regional perspective when we don't have it. There 



are whole provinces in China that we haven't begun to think about. So we would think 
about those things there. 
 
So in general, acquisitions are usually our last forms of growth we think about.  
 
Leverage, what does it mean to be a part of Walmart. So how do we make the whole 
greater then the sum of the parts? And I'll talk to you about the areas of leverage that we 
think about.  
 
And then lastly, we turned. We know we closed this last year $126 billion in revenue. 
That's a pretty big number. And when you're starting to be a bigger portion to the total of 
the company, our obligation to continue to drive our returns up is increasing and we 
know that. that's the message I got a chance to deliver to all of our countries' presidents 
yesterday, is our obligation and our opportunity to drive our returns is big. Because of our 
contributions to the total Walmart that's pretty significant. Just share that we grew 25 
billion in topline last year and total company $15.6 billion of it was in Walmart 
International. So great opportunity, I love it, but it also brings an obligation and that 
obligation is to continue to drive returns.  
 
So let's talk about that first [component] of growth,  comp sales. I'm going to tell you a 
little story about Japan. I got to be at their Year Beginning meeting in the same week that 
I was in China, I got to go spend some time in Japan as well. They rolled out EDLP about 
three years ago, a little bit more than that, and they now have three years of positive 
comp store growth. Even with the incredible disaster that we're now anniversarying on 
March 11th and 12th of last year. Our business has done really well. We've outperformed 
the competition consistently, and we're really please with the way we've started out this 
year, as well.  
 
So at their Year Beginning meeting, if only every market this, it would be awesome, and 
everyone does in different bits and pieces, but our Chief Merchant, and her name is Maki, 
and her whole mission in life is just to get great items and great values and prices for her 
customers. She doesn't care where they came from in the Walmart world. There's no "Not 
Invented Here" mentality. So when I walked her floor, I saw products Chosen by You 
products from Asda, which is a private label out of Asda, that's chosen by the Asda 
consumers, but it has great value in Japan, and it has a little cachet to it and they like it.  
 
So she had Chosen by You Asda products, I saw U.S. beef, I saw U.K. or IPL grapes 
from South Africa, I saw clementines from the U.S., and Chinese rice in Japan, that's like 
almost unheard of. But because of the disaster, rice is at a real premium in Japan, and so 
our great merchants went out and sourced a bunch of rice out of China, and they're doing 
taste tests to help the transition of the consumer in Japan, understand that Chinese rice is 
actually really pretty good and it's great value and it has a great safety around it. So just 
phenomenal great prices and great items in Japan, which is driving this performance.  
 
And then on Brazil. Bud asked me outside, "How's Brazil doing?" Really great, after a 
year of EDLP. They unfortunately went to EDPL before they've gotten to full EDLC, and 



you have to have EDLC too. So they've spent the whole last year running really, really 
hard to get their cost structure down, and they've done a phenomenal job in doing that, as 
well as staying focused on EDLP. Because of that, they're price gaps are about 7%, and 
our challenge hasn't been the gap, it's been the perception, getting consumers to 
understand that. So now we have a third party verifier that's helping us to validate that 
great price gap that is real, and we're winning a vast majority of the time. So that really is 
important. So I have great confidence that we're going to see some good performance out 
of our Brazil business, which has been incredibly challenged.  
 
Great Merchandising. I'll just hit quickly on some of the things that Asda is doing. Private 
label matter a lot in the U.K. and we have some really strong private brands or private 
labels, one of which is our Extra Special, our premium private brand. And this last 
Christmas, this last holiday season we partnered with this very famous cookery school in 
the U.K., Leiths Cookery School, and with that partnership, drove some great sales over 
the holidays.  
 
In addition, our Chosen by You, it's truly a private brand that is chosen by the consumer. 
So we do a ton of taste tests. I'm told it's the largest independent taste tests that have ever 
been done, when you think about the volume of food that gets tested. There's a very high 
standard, but it really signifies quality. Then when we finally do brand an item with the 
Chosen by You brand. So we're starting to send that to a number of markets as well, not 
just to the U.K.   
 
I'm sorry, I have to highlight the chart.  This chart is amazing if you think about it. These 
are all the private brands in the U.K., again private brands are important in the U.K., and 
this chart shows you, the green line is our Asda business, private brands, and you can see 
what it's done because of that great focus on quality. 
 
So for a minute I'll spend a little time on leverage. What does it mean to be a part of 
Walmart? We think about leverage in a couple of places. Our biggest focus right now is 
on Global Business Process and Procurement, and I'll talk a little bit more about those. 
All of these are areas of leverage for us, and we have efforts around each one.  
 
So Global Business Process. When we do the same thing in all of our stores around the 
world, we should think about doing them the most efficient and effective way, so we 
don't have to re-learn. So things like our wage planning in all of our stores. Every store 
does it to some degree, so how much similarity versus how much difference should we 
have? That gives us some great process improvement, so that's a lot of the in store 
productivity stuff that we're doing now, around the world.  
 
In Procurement, that's the obvious one people think about when you think about Walmart 
and leverage. Everyone always thinks about volume buying and scale. There's a whole lot 
more to it, though, that we can do with regards to procurement, and I'll show you a few 
examples here in a minute. 
 



And then, Shared Services. I have only been a part of Walmart for two years, and I've 
done Shared Services in all of my past lives, and I was a bit surprised they were just now 
getting to it, but what a great opportunity in some areas, for Walmart to think about those 
non-differentiated tasks that don't have to be customer facing, that we can think about 
doing in a Shared Service. So we're making good progress there. 
 
Let me give you two Procurement examples. We have this business called IPL, it's 
International Produce Limited. It's part of our U.K. business, but they really help us take 
out a lot of  the margin takers, or the middlemen, in the value stream, from farm to our 
stores. So this is an example around citrus, where we're sourcing straight from the farms 
into our stores and we're now starting to services a number of markets because of that. 
Their first purpose was around Asda and serving our U.K. business, which is our largest 
business in the international business today. They won't be if Mexico keeps growing at 
the pace they're growing.  
So IPL does some great work there.  
 
I got the chance, I was in South Africa, probably about a month ago, I guess, and I had a 
chance to walk some of the IPL value stream, to understand it a little bit better. So I got 
to go onto a farm that does apples and pears. Saw the product that gets picked for our, 
basically we pick the fields. Then I get to go to the packing houses where they process 
the pears and the apples. Straight, I saw them get packed for us, straight onto containers, 
and straight onto the water. Because of that efficiency, we can get great product, very 
fresh, to our customers without a lot of middle men in that process. 
 
We're also starting to do things like, and you've probably heard us talk about this, IPO is 
sourcing wine out of South Africa, and for sustainability reasons, we take 24,000 gallon 
vats of wine, and instead of bottling it in South Africa, which takes twice as many cargo 
ships to go across, or containers because of the volume the bottles create, we send it to 
the U.K. and bottle it in the U.K. So it's far more sustainable. It's very efficient, as well as 
a great value, and it gives the same quality wine that would have come through bottles 
out of South Africa. 
 
So, one other example real quick on procurement refrigeration so we don't just look at 
leverage for the items on the shelves, but also in the back room. We did a combined [fly] 
on refrigeration in 2010, and got about a 7% savings. We're doing it again this year, and 
expect some great participation and great savings. 
 
So I'll end with key debt takeaways again. We do have some discipline since we had 
aggressive growth in every single market. We have expectations for every market to 
grow, and to outperform their market, including eCommerce. 
 
We want to focus on comp-store growth, and for us that's the basics. Budd asked what 
were the key messages to Jeff and I. Jeff and I were both at the U.S. Year Beginning 
meeting this morning, and we had the international Year Beginning meeting yesterday. 
What are the key messages? It's the basics. We know that the business model Mr. Sam 
started 50 years ago, and this is our 50 year anniversary, of saving people money so they 



can live better still works. It is timeless, and it makes sense. So that's our focus around 
comp stores, is everyday low price, and great item merchants. 
 
Being powered by Walmart, we want to be the whole better than the sum of the parts, 
otherwise it doesn't make any sense to be a part of Walmart. So we should deliver some 
value there, and we are. For us and international, two significant focuses around driving 
improved [to turns] around SG&A, and every market we have very robust project plans 
around SG&A reduction, and to meet the objective that Jeff talked about of 100 basis 
points, and then inventory. 
 
We know we have huge room to improve the inventory. I know you've heard that from us  
for a number of years. We're taking it seriously. We know that a couple of things drive 
our success around inventory, but the first and foremost is great forecast, so we're 
measuring forecast accuracy like you've never seen, because when you have good sales 
forecast, you buy right, you have the right open-to-buy process. You get the right 
inventory, and then it helps to drive [DDLC] everywhere. That was my key message to 
the CFO's that I have had all day Monday, was around those two messages. SG&A and 
inventory. So I'll thank you for having us and we're going to do a break out and I know 
we're going to do a break out but if we don't have time. 
 
Host 
 
We do have time for some questions, Mike. 
 
Questioner 
 
Thanks. I have two questions. One is one international. When you make an acquisition of 
receipt, what are your objectives for return on capital basis? And then how long does it 
take you to get that objective, you know the different one after that? 
 
Cathy Smith 
 
Yeah, so we have risk differentiated hurdle rates for every single country. So we don’t 
use a common investment threshold. We do have  a risk adjusted hurdle rate for every 
country. So that would be our expectation if it can't meet that then we don't. The same 
was, by the way for new stores, they have to meet the risk adjusted hurdle rates for their 
country as well. 
 
Questioner 
 
Can you gives us a range of numbers? 
 
Cathy Smith 
 
Yeah, so I can.  Our range, and I've shared this before, we bucket all the countries 
depending on it's risk threshold. But we bucket all the countries between 10% and 15.5%. 



 
Questioner 
 
And the second question is you guys talk about having some operating leverage. Butt 
when I look at the numbers up there of 6% revenue growth and only 4% EBIT growth, 
what are we missing with that? It seems like there's slippage, not leverage. Can you 
comment on that? 
 
Cathy Smith 
 
I can talk international, which is we had a 15% revenue growth and a 11% or 10.8% op 
income growth. So I can talk about a lot of that of our aggressive growth piece. So a new 
store is not as productive as a second year store would be. In some of our markets, India 
is a little longer than that. so for international, I can explain why we are where we are. 
Jeff might be able to help us with the total company if that's OK. 
 
Jeff Davis 
 
Sure, absolutely. From a total company perspective, I think you are head on in that we 
leverage expenses, not only for the quarter but for the year. But we also invested in price, 
and we invested in price in a significant way was during the third and forth quarters of 
this fiscal year. The expectation and one of the reasons why we said that we needed to hit 
that goal of 100 basis points of SG&A expense reduction over the next five years is to 
stay out in front of that price investment. Will that be an exact match quarter by quarter? 
No. But on an annual basis, our goal and objective is to have those two inline and not 
have what we actually have the next year. 
 
Host  
 
Other questions? I've got some people [out]. 
 
Questioner 
 
Yes, hi. You recently did a share, swap, so that Walmart so that Central America to 
Walmex. Would you consider doing something like that to integrate the rest of the Latin 
America, like Chile or Argentina or Brazil, specifically? Thank you. 
 
Cathy Smith 
 
For Central America, it made sense so Mexico because there were a lot of synergies and 
we spend a lot of work this last year trying to integrate that business. We don't know that 
there were many synergies between Chile and Argentina, and say Mexico and/or Brazil. 
So people ask that often do we think about my be all of South America there. And Bud 
was telling me a little bit about you as we walked in, and there's some very strong 
cultural differences as well and so we have to be sensitive to all . . . 


