
   
 

   
 

 
 

GAP INC. REPORTS THIRD QUARTER FISCAL 2022 RESULTS  
 

SAN FRANCISCO – November 17, 2022 – Gap Inc. (NYSE: GPS), a portfolio of purpose-led, billion-dollar 
lifestyle brands including Old Navy, Gap, Banana Republic, and Athleta, and the largest specialty apparel 
company in the U.S., today reported financial results for its third quarter ended October 29, 2022.  
 
“I have deep conviction that we have a portfolio of iconic brands that our customers love, increased 
confidence in our platform to drive leverage and economies of scale, and belief in the team’s ability to 
deliver. We have sharpened our focus on execution to optimize profitability and cash flow, are bringing 
more rigor to our operations, and balancing our assortments in response to what our customers are 
telling us. While our efforts show early signs of improvement, we are clear that there is work to be done 
to deliver what our customers, employees and shareholders expect from Gap Inc.” said Bob Martin, 
Executive Chairman and Interim CEO, Gap Inc.  

Third Quarter Fiscal 2022 - Financial Results 

 
• Net sales of $4.04 billion, up 2% compared to last year.  Comparable sales were up 1% year-

over-year.  
o Online sales increased 5% compared to last year and represented 39% of total net sales.   
o Store sales increased 1% compared to last year.  The company ended the quarter with 

3,380 store locations in over 40 countries, of which 2,743 were company operated. 
• Reported gross margin was 37.4%; adjusted gross margin, excluding $53 million in impairment 

charges related to Yeezy Gap, was 38.7%, deleveraging 320 basis points versus last year. 
o On a reported basis, merchandise margin declined 480 basis points versus last year; 

adjusted for the impairment charge, merchandise margin declined 370 basis points. 
Merchandise margins were negatively impacted by higher discounting and inflationary 
commodity price increases and partially offset by lapping last year’s higher air freight 
expense. 

o Rent, occupancy, and depreciation (ROD) leveraged 10 basis points versus last year 
primarily due to higher sales volume during the quarter; excluding a Yeezy Gap 
impairment charge, ROD leveraged 50 basis points versus last year. 

• Reported operating income was $186 million; reported operating margin of 4.6%.  Reported 
operating income and margin include a $83 million gain related to the sale of the company’s UK 
distribution center and $53 million in impairment charges related to Yeezy Gap.  

• Adjusted operating income was $156 million; adjusted operating margin of 3.9%.  Adjusted 
operating income and margin exclude the gain on sale and impairment charges. 

• Reported net income of $282 million.  Reported net income includes an income tax benefit of 
$114 million related to the cumulative impact of a change in estimated annual tax rate as a 
result of quarterly earnings variability. 

• Adjusted net income of $260 million, excluding the gain on sale and impairment charges.  
Adjusted net income includes an adjusted income tax benefit of $122 million.    

http://www.gapinc.com/


   
 

   
 

• Reported diluted earnings per share of $0.77. Reported diluted earnings per share includes an 
income tax benefit of approximately $0.31.  

• Adjusted diluted earnings per share of $0.71, which excludes the gain on sale and the 
impairment charges.  Adjusted diluted earnings per share includes an adjusted income tax 
benefit of approximately $0.33. 

 
Third Quarter Fiscal 2022 – Balance Sheet and Cash Flow Highlights 
 

• Ended the quarter with cash and cash equivalents of $679 million.  
• Year-to-date net cash from operating activities was an outflow of $112 million. Year-to-date free 

cash flow, defined as net cash from operating activities less purchases of property and 
equipment, was an outflow of $689 million. 

• Ending inventory of $3.04 billion was up 12% year-over-year which includes a 13-percentage 
point benefit related to lapping last year’s higher in-transit inventory.  This was offset by 9 
percentage points of growth related to pack and hold inventory and about two-thirds of the 
remaining increase attributable to elevated levels of slow-turning basics and remainder 
seasonal. 

• Year-to-date capital expenditures were $577 million. 
• Paid third quarter dividend of $0.15 per share, totaling $55 million. Board of Directors approved 

fourth quarter fiscal 2022 dividend of $0.15 per share.  
• Repurchased 1.2 million shares for $12 million early in the third quarter.   

 
 
Additional information regarding adjusted gross margin, adjusted operating income, adjusted operating 
margin, adjusted net income, adjusted income taxes, adjusted diluted earnings per share, and free cash 
flow, all of which are non-GAAP financial measures, is provided at the end of this press release along 
with a reconciliation of these measures from the most directly comparable GAAP financial measures for 
the applicable period. 
 
Third Quarter Fiscal 2022 – Global Brand Results 
 
Old Navy: 

• Net sales of $2.1 billion were up 2% compared to last year.  Sales growth was driven by 
improved size and assortment balance and product acceptance offset by softness in kids and 
baby category and demand from the lower-income consumer. 

• Comparable sales were down 1%. 
 
Gap:  

• Net sales of $1.04 billion were flat compared to last year. Performance was driven by 
improvement in category mix balance and assortment balance offset by softness in the kids and 
baby category. 

• Global comparable sales were up 4%. North America comparable sales were flat. 
 

Banana Republic:  
• Net sales of $517 million were up 8% compared to last year.  The brand has maintained its focus 

on delivering quality product through a differentiated experience. It continued to capitalize on 



   
 

   
 

the current shift in consumer trends while realizing ongoing benefits since last year’s brand 
relaunch. 

• Comparable sales were up 10%. 
 
Athleta:  

• Net sales of $340 million were up 6% compared to last year. While the brand continues to make 
progress in driving awareness and establishing authority in the women’s active and wellness 
category, it continued to experience softness related to the shift in consumer preference from 
athleisure to occasion and work-based categories consistent with the broader athleisure market. 

• Comparable sales were flat.  
 
 
Fiscal Year 2022 Outlook 
 
“While our third quarter results underscore the initial progress we are making toward rebalancing our 
assortments and reducing inventories, we continue to take a prudent approach in light of the uncertain 
consumer and increasingly promotional environment as we look to the remainder of fiscal 2022”, said 
Katrina O’Connell, Executive Vice President and Chief Financial Officer, Gap Inc. “In the near-term, we 
remain focused on the actions necessary to reduce inventory, rebalance our assortments to better meet 
changing consumer needs, aggressively manage and reevaluate our investments, and fortify our balance 
sheet. While we have work to do, we believe we are taking the right steps in order to position Gap Inc. 
for sustainable, profitable growth and to deliver value for our shareholders over the long term.” 

 
The company is providing the following commentary related to its outlook.  
 
Sales: 

• While the company is making progress balancing its assortments, it continues to take a prudent 
approach in light of the uncertain consumer and increasingly promotional environment as it 
relates to its sales outlook for the remainder of fiscal 2022.  The company anticipates that total 
company net sales could be down mid-single digits year-over-year in the fourth quarter of fiscal 
2022.   

Gross Margin and Inventory: 

• As previously communicated, the company anticipates that air freight expense will continue to 
normalize and as it anniversaries approximately $245 million of incremental air freight 
investment in the fourth quarter of last year, the company expects roughly 540 basis points of 
margin leverage in the fourth quarter of fiscal 2022 compared to the fourth quarter of fiscal 
2021.  The air freight leverage is expected to be offset by approximately 200 basis points of 
continued inflationary cost deleverage. ROD as a percentage of sales is expected to be flat 
compared to last year. 

• While the company is taking actions to balance its assortment and right size inventory, the 
company has seen the most significant variability in its discount rate.  Further limiting near-term 
discount rate visibility is the uncertain consumer environment and increasingly promotional 



   
 

   
 

environment. Gross margin in both the second and third quarters of fiscal 2022 was impacted by 
approximately 370 basis points of deleverage stemming primarily from higher discounting.  

• The company continues to target total inventories below prior year levels by the end of fiscal 
2022 as a result of its inventory actions, reduction of receipts, and anniversary of higher in-
transit levels last year. By Spring, the company expects to begin to capitalize on its responsive 
levers, providing the flexibility to better align inventory levels with demand trends.   

SG&A: 

• During the third quarter, the company took initial action to reduce operating expenses, resulting 
in approximately $250 million in annualized savings, of which an immaterial amount will be a 
benefit in the fourth quarter due to timing and severance offsets in addition to anticipated 
headwinds in the fourth quarter related to higher seasonal labor costs relative to last year. 

• While the company’s operating expense reduction actions are expected to benefit fiscal 2023, 
the savings are expected to be offset by more normalized incentive compensation and 
continued higher wage pressure next year. 

Tax: 

• The cumulative tax benefit recorded year-to-date in fiscal 2022 is not expected to have an 
impact on the full year, as it is expected to be fully offset with tax expense in the fourth quarter 
of fiscal 2022.   

Capital Expenditures: 

• The company continues to expect capital expenditures of approximately $650 million in fiscal 
2022. 

Other: 

• As part of its 350-store closure plan, the company has closed a net total of 29 Gap and Banana 
Republic stores in North America year-to-date and expects to close approximately 30 more in 
the fourth quarter of fiscal 2022. The company is on track to open about 30 net new Athleta 
stores in fiscal year 2022. The company now expects to open approximately 10 net new Old 
Navy stores in fiscal year 2022; this excludes the 24 Old Navy Mexico stores which were 
transferred to a franchisee in the third quarter of this year. 

• As previously communicated, the company has completed its goal of offsetting dilution in fiscal 
2022 and does not anticipate further share repurchases for the remainder of the year. 

 
Webcast and Conference Call Information 
Cammeron McLaughlin, Head of Investor Relations at Gap Inc., will host a conference call to review the 
company’s third quarter fiscal 2022 results beginning at approximately 2:00 p.m. Pacific Time today.  
Ms. McLaughlin will be joined by Interim Chief Executive Officer Bob Martin and Chief Financial Officer 
Katrina O’Connell.  
 
A live webcast of the conference call will be available online at investors.gapinc.com. A replay of the 
webcast will be available at the same location. 
 



   
 

   
 

 
Non-GAAP Disclosure 
This press release includes financial measures that have not been calculated in accordance 
with U.S. generally accepted accounting principles (GAAP) and are therefore referred to as non-GAAP 
financial measures. The non-GAAP measures described below are intended to provide investors with 
additional useful information about the company’s financial performance, to enhance the overall 
understanding of its past performance and future prospects and to allow for greater transparency with 
respect to important metrics used by management for financial and operating decision-making. The 
company presents these non-GAAP financial measures to assist investors in seeing its financial 
performance from management's view and because it believes they provide an additional tool for 
investors to use in computing the company's core financial performance over multiple periods with 
other companies in its industry. Additional information regarding the intended use of each non-GAAP 
measure included in this press release is provided in the tables to this press release.  
 
The non-GAAP measures included in this press release are adjusted gross margin, adjusted operating 
income, adjusted operating margin, adjusted net income, adjusted income taxes, adjusted diluted 
earnings per share, and free cash flow. These non-GAAP measures exclude the impact of certain items 
that are set forth in the tables to this press release.  
 
The non-GAAP measures used by the company should not be considered as a substitute for, or superior 
to, measures of financial performance prepared in accordance with GAAP and may not be the same as 
similarly titled measures used by other companies due to possible differences in method and in items or 
events being adjusted. The company urges investors to review the reconciliation of these non-GAAP 
financial measures to the most directly comparable GAAP financial measures included in the tables to 
this press release below, and not to rely on any single financial measure to evaluate its business. The 
non-GAAP financial measures used by the company have limitations in their usefulness to investors 
because they have no standardized meaning prescribed by GAAP and are not prepared under any 
comprehensive set of accounting rules or principles.  
 
Forward-Looking Statements 
This press release and related conference call and webcast contain forward-looking statements within 
the “safe harbor” provisions of the Private Securities Litigation Reform Act of 1995. All statements other 
than those that are purely historical are forward-looking statements. Words such as “expect,” 
“anticipate,” “believe,” “estimate,” “intend,” “plan,” “project,” and similar expressions also identify 
forward-looking statements. Forward-looking statements include statements regarding the following: 
estimated annualized savings resulting from cost management actions, the timing thereof, and the 
impact thereof on SG&A in the fourth quarter of 2022 and 2023; seasonal labor cost headwinds in the 
fourth quarter of 2022; incentive compensation and wage pressure headwinds in 2023; severance 
offsets in the fourth quarter of 2022; taking action to enter fiscal 2023 in an improved inventory 
position; total inventories by the end of fiscal 2022; variability in discount rate; the promotional 
environment; taking advantage of reinstated responsive capabilities; chasing into demand and aligning 
inventory with demand trends; integrating pack and hold inventory into future assortments; Old Navy’s 
market positioning; Gap and Banana Republic store closures in 2022 and 2023; Athleta and Old Navy 
store openings in 2022; total company sales in the fourth quarter of 2022; gross margin in the fourth 
quarter of 2022; air freight expense in the fourth quarter of 2022; inflationary and commodity costs in 
the fourth quarter of 2022; ROD in the fourth quarter of 2022; the impact of the year-to-date income tax 
benefit in 2022 and tax expense in the fourth quarter of 2022; normalized cash flow in the second half of 



   
 

   
 

2022; capital expenditures in 2022; expectations for share repurchases in the remainder of 2022; and 
the impacts of freight and commodity tailwinds on our business and the timing thereof in 2023.  
 
Because these forward-looking statements involve risks and uncertainties, there are important factors 
that could cause our actual results to differ materially from those in the forward-looking statements. 
These factors include, without limitation, the following risks, any of which could have an adverse effect 
on our financial condition, results of operations, and reputation: the overall global economic and 
geopolitical environment, consumer spending patterns and risks associated with the COVID-19 
pandemic; the risk that we may be unable to manage our inventory effectively and the resulting impact 
on our gross margins and sales; the risk that inflation continues to rise, which could increase our 
expenses and negatively impact consumer demand; the risk that our estimates regarding consumer 
demand are inaccurate, or that global economic conditions worsen beyond what we currently estimate; 
the risk that we fail to manage key executive succession and retention and to continue to attract 
qualified personnel; the risk that we may be unable to mitigate the impact of global supply chain 
disruptions on our business and operations and maintain inventory commensurate with consumer 
demand; the risk that global supply chain delays will result in receiving inventory after the applicable 
selling season and lead to significant impairment charges; the risk that we or our franchisees may be 
unsuccessful in gauging apparel trends and changing consumer preferences or responding with 
sufficient lead time; the risk that we fail to maintain, enhance and protect our brand image and 
reputation; the risk that increased public focus on our ESG initiatives or our inability to meet our stated 
ESG goals could affect our brand image and reputation; the highly competitive nature of our business in 
the United States and internationally; engaging in or seeking to engage in strategic transactions that are 
subject to various risks and uncertainties; the risk that our investments in customer, digital, and omni-
channel shopping initiatives may not deliver the results we anticipate; the risks to our business, 
including our costs and global supply chain, associated with global sourcing and manufacturing; the risks 
to our reputation or operations associated with importing merchandise from foreign countries, including 
failure of our vendors to adhere to our Code of Vendor Conduct; the risk of data or other security 
breaches or vulnerabilities that may result in increased costs, violations of law, significant legal and 
financial exposure, and a loss of confidence in our security measures; the risk that failures of, or updates 
or changes to, our IT systems may disrupt our operations; the risk that our efforts to expand 
internationally may not be successful; the risk that our franchisees and licensees could impair the value 
of our brands; the risk that trade matters could increase the cost or reduce the supply of apparel 
available to us; the risk of foreign currency exchange rate fluctuations; the risk that our comparable 
sales and margins may experience fluctuations or that we may fail to meet financial market 
expectations; natural disasters, public health crises (similar to and including the ongoing COVID-19 
pandemic), political crises (such as the ongoing conflict between Russia and Ukraine), negative global 
climate patterns, or other catastrophic events; the risk that we or our franchisees may be unsuccessful 
in identifying, negotiating, and securing new store locations and renewing, modifying, or terminating 
leases for existing store locations effectively; the risk that we will not be successful in defending various 
proceedings, lawsuits, disputes, and claims; our failure to comply with applicable laws and regulations 
and changes in the regulatory or administrative landscape; reductions in income and cash flow from our 
credit card arrangement related to our private label and co-branded credit cards; the risk that our level 
of indebtedness may impact our ability to operate and expand our business; the risk that we and our 
subsidiaries may be unable to meet our obligations under our indebtedness agreements; the risk that 
changes in our credit profile or deterioration in market conditions may limit our access to the capital 
markets; the risk that the adoption of new accounting pronouncements will impact future results; the 
risk that we do not repurchase some or all of the shares we anticipate purchasing pursuant to our 



   
 

   
 

repurchase program; and the risk that additional information may arise during our close process or as a 
result of subsequent events that would require us to make adjustments to our financial information. 
 
Additional information regarding factors that could cause results to differ can be found in our Annual 
Report on Form 10-K filed with the Securities and Exchange Commission on March 15, 2022, as well as 
our subsequent filings with the Securities and Exchange Commission.  
  
These forward-looking statements are based on information as of November 17, 2022. We assume no 
obligation to publicly update or revise our forward-looking statements even if experience or future 
changes make it clear that any projected results expressed or implied therein will not be realized.   
 
About Gap Inc. 
Gap Inc., a collection of purpose-led lifestyle brands, is the largest American specialty apparel company 
offering clothing, accessories, and personal care products for men, women, and children under the Old 
Navy, Gap, Banana Republic, and Athleta brands. The company uses omni-channel capabilities to bridge 
the digital world and physical stores to further enhance its shopping experience. Gap Inc. is guided by its 
purpose, Inclusive, by Design, and takes pride in creating products and experiences its customers love 
while doing right by its employees, communities, and planet. Gap Inc. products are available for 
purchase worldwide through company-operated stores, franchise stores, and e-commerce sites. Fiscal 
year 2021 net sales were $16.7 billion. For more information, please visit www.gapinc.com.    
 
Investor Relations Contact:  
Nina Bari 
Investor_relations@gap.com 
 
Media Relations Contact:  
Megan Foote 
Press@gap.com 
 

https://oldnavy.gap.com/
https://oldnavy.gap.com/
https://www.gap.com/
https://bananarepublic.gap.com/
https://athleta.gap.com/
http://www.gapinc.com/
mailto:Investor_relations@gap.com
mailto:Press@gap.com
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