J P M North America Equity Research
ol o Organ 06 February 2009

Broadlines & Food Retailing
January SSS Wrap: And the Award Goes to . . .

Summary: January SSSresults clearly marked a continuation of the brutality plaguing
retail today, with 9 of the 10 companies in our universe printing comp declines — the
exception being Wal-Mart. Nevertheless, we' d say that results were moderately better
than feared as 70% of the group topped Street expectations (see Table 1 herein).
Retailers levered to a more discretionary mix fared worse overall again in January,
particularly at the luxury end, with SKS and JWN's full-line stores printing the most
pronounced monthly SSS declines; stores offering consumable lines and value prices
continued to outperform, namely WMT, BJ, and COST. Finaly, earnings outlooks
continue to be a mixed bag as 4 retailers warned that EPS will fall shy of expectations
(JCP, FRED, TGT, and COST) while 2 companies indicated upside to estimates
(Overweight-rated M and KSS). Our January SSS Awards are below:
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e The Most Valuable Comp (MVC) Award: BJ s returns to the ranks of MV C this (1-212) 622-8738
month as better-than-expected January sales relieved concerns following a slightly radina |.russell@jpmchase.com
disappointing Holiday season. BJ's core comp came in strong at 7.6% (even without J.P. Morgan Securities Inc.

a Super Bowl team hailing from a BJ s market), 110 bps better than consensus, and
outperformed both Sam’s Club (core 2.4%) and Costco (core 5.5%). In January, both
traffic and average transaction saw gains (ex gas), contributing to the SSS increase.
Food continues to lead the way, with sales up 11% in January, but we note that
merchandise was a so in the black, up 2.0%.

e The Least Valuable Comp (LVC) Award: This month, we're giving JCPenney the
LVC award provided the company was the only department store to miss estimates
alongside Saks. Specifically, JCP's negative 16.4% January comp came in 430 bps
below consensus, with Internet down in the “double-digits.” And looking ahead, the
company does not seem to be anticipating any relief next month — setting February
guidance in the “down midteens’ range. Finaly, on its EPS outlook, JCPenney
revised its 4Q guidance to $0.90-$0.93, which is at the low end of its previous range
of $0.90-$1.05.

e The “Bounce Back” Award: In this environment, it's amazing to see how quickly
things can change in four weeks' time. Wal-Mart, for instance, was our LVC award
winner in December provided disappointing sales at Sam’'s Club and in its
International division. However, in January WMT staged a return, bouncing back
with comp gainsin both its U.S. division (+2.1%) and Sam’s Club (+2.4% ex gas) as
well as solid performance in its International segment. The result was particularly
impressive given that the 4-week January period had no “first of the month” pay
cycle. Importantly, traffic was positive for the 4th consecutive months — a good
leading indicator of thingsto come, in our opinion.

e The “Hat Trick” Award: In January, Macy’s continued on its journey to win over
the market by pulling 3 more tricks out of its hat. First on the comp front, SSS were,
yet again, much better than feared — coming in 290 basis points above consensus.
Second, the company has set realistic plans, with inventories (down 7.4% YQOY on a
comp store basis), expenses, and cap-ex continuing to be managed conservatively
and in line with 2009 sales assumptions. Finally, Macy’s raised its 4Q EPS outlook
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by 6% at the midpoint (ex charges) to $1.00-$1.02 from $0.90-$1.00.

e The“A Few Cents Short" Award: It's unfortunate to have to hand Dollar Tree this
award after an outstanding run. That said, while DLTR's 2.2% 4Q comp was
technically in line with guidance of 2.0%-5.0%, the company appears to have been
knocked slightly off course by the November calendar shift and the series of winter
storms in December and January. Importantly, on a two-year stacked basis, the comp
fell 670 bps sequentially to 1.4%, with traffic and ticket both contributing equally to
the SSS resullt.
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Table 1: Broadlines Comp Summary - January 2009
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Company Rating Guidance Street J.P. Morgan Actual Delta (bps) vs.Street February Comp View
Target N down MSD (5.2%) (5.0%) (3.3%) +190 bps Down MSD
Wal-Mart ow
Division 1 1.1% 1.5% 2.1% +100 bps
Sam’s 0.2% 0.0% 2.4% +220 bps

Total 0.0%-2.0% 1.2% 1.2% 2.1% +90 bps 1.0%-3.0% - 13 week view

Costco N nla (3.7%) (3.1%) (2.0%) +170 bps n/a

BJ's N Core ~6.0% 2.2% 2.5% (0.7%) - 290 bps n/a

Fred’s N Flattish 0.0% 0.0% (1.9%) -190 bps n/a

JCPenney uw down low double digits (12.1%) (12.5%) (16.4%) - 430 bps Down mid-teens

Kohl's ow down mid-high teens (15.5%) (16.0%) (13.4%) +210 bps n/a

Macy'’s ow down 7.5% (7.4%) (7.5%) (4.5%) +290 bps n/a

Nordstrom N (16.0%)-(13.0%) (14.5%) (13.0%) (11.4%) +310 bps n/a

Saks N n/a (18.3%) (15.0%) (23.7%) - 540 bps n/a

Big Lots N Down 2.0%-4.0% (2.8%) (3.5%) (3.2%) - 40 bps nla

DLTR N Up low to mid single digits 3.9% 3.2% 2.2% - 170 bps n/a

Source: Company reports and J.P. Morgan estimates.

Table 2: Broadline Retail Comp Summary & Broadline Index (February 2008- January 2009)

Ticker  Company Rating 2/08 3/08 4/08 5/08 6/08 7/08 8/08 9/08 10/08 11/08 12/08 1/09
WMT Wal-Mart ow 2.6% 0.7% 3.2% 3.9% 5.8% 3.0% 3.0% 2.4% 2.4% 3.4% 1.7% 2.1%
TGT Target N 0.5% (4.4%) 3.1% (0.7%) 04%  (1.2%) (2.1%) (3.0%) (4.8%)  (10.4%) (4.1%) (3.3%)
COST  Costco N 7.0% 7.0% 8.4% 9.0% 9.0% 10.0% 9.0% 7.0% (1.0%) (5.0%) (4.0%) (2.0%)
BJ BJ's N 5.9% 6.0% 17.8% 13.4% 16.5% 16.7% 15.4% 10.4% 10.2% 4.1% 1.6% (0.7%)
FRED  Fred's N 1.1% 1.2% 4.3% 3.4% 6.5% 4.6% 2.1% 1.1% 1.3% (1.8%) 0.0% (1.9%)
M Macy's ow (3.5%) (6.2%) 3.0% (1.5%) (21%)  (2.9%) (4.5%) (6.6%) (6.3%)  (13.3%) (4.0%) (4.5%)
KSS Kohl's ow (38%)  15.5%) 3.5% (7.2%) 23% (104%)  (5.8%)  (5.5%) (9.0%) (17.5%)  (1.4%)  (13.4%)
JCP JCPenney uw 6.7%) (12.3%)  (1.7%) (44%)  (24%)  (65%)  (49%) (124%)  (13.0%) (11.9%)  (8.1%) (16.4%)
JWN  Nordstrom N (8%)  (9.1%)  (3.8%) 109% (18.6%)  (6.1%)  (7.9%)  (9.6%)  (15.3%) (15.9%)  (10.6%) (11.4%)
SKS Saks N 3.4% (2.9%) 23.9% (8.7%) 19%  (5.3%) (5.9%)  (10.9%) (16.8%)  (5.2%) (19.8%)  (23.7%)
DDS Dillard's NR (2.0%)  (10.0%) (4.0%) (7.0%) (5.0%) 2.0% (7.0%)  (12.0%) (8.0%)  (9.0%) (5.0%)  (12.0%)
Broadline Retail Comp Avg. 02%  (3.9%) 5.5% 1.3% 1.6% 09%  (04%)  (3.3%) (54%)  (6.9%)  (49%)  (7.9%)
Market Cap Weighted Avg. 2.2% (0.2%) 3.6% 3.4% 5.0% 2.5% 2.4% 1.5% 0.6% 0.1% 0.2% 0.2%
2Yr Broadline Retail Comp Avg. 4.4% 4.1% 3.2% 3.8% 2.2% 4.7% 3.1% (2.2%) (3.9%) 0.6% (7.0%) (8.9%)
2Yr Market Cap Weighted Avg. 4.1% 5.3% 0.5% 5.4% 7.4% 5.3% 5.5% 3.1% 1.8% 3.5% 1.5% 0.6%

Source: J.P. Morgan estimates, company data. Actual results from February 2008 — December 2008. Note: J.P. Morgan estimates for covered stocks; all other estimates are Street consensus.

Table 3: Monthly Comp Detail

Product Geographic Location
STRONG WEAK STRONG WEAK
TGT Food, healthcare, electronics Apparel, home, holiday, decorative home, Upper Midwest, GA, FL, AZ, NV,
entertainment Northern CA Southern CA
WMT Flat panel tvs, baking, cooking, cold weather, Home, entertainment, hardlines West, Northeast South, Midwest
automotive, optical
Sam’s Club | Food, consumables, baby care, pet food Furniture, office supplies
COST Fruit, sundries, fresh foods, toys, sporting goods, tvs, Hardlines, softlines, hardware, garden, Canada, Japan, UK, California
food court housewares, domestics, home, jewelry Taiwan
BJ Breakfast food, candy, coffee, computers, dairy, Apparel, domestics, jewelry, prerecorded video, | Metro New York
frozen, health and beauty aids, household chemicals,  sporting goods, residential furniture, televisions,
meat, paper products, pet foods, prepared foods, and water
produce, small appliances, snacks and winter seasonal
(including ice melt, shovels, and snow throwers)
FRED Lower pharmacy sales
KSS Home Women's Southwest
JCP New brands, clearance items Fine jewelry, internet, some home categories
JWN Women'’s apparel, juniors apparel, cosmetics South, Mid-Atlantic,
Northwest
M
SKS Eveningwear, cosmetics, fragrances, men's shoes Women'’s apparel, men's apparel, accessories,
outerwear, fashion jewelry, women's shoes,
handbags

Source: Company reports and J.P. Morgan estimates.
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TGT's comp fell 3.3% in January,

170 bps ahead of our estimate and >

190 bps better than the Street.

WMT printed a 2.1% January comp,
ahead of the 0.0%-2.0% guidance
range and 90 bps better than the

Street consensus.

—
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Target (TGT) — Neutral
Table 4: Target’'s Comp Picture (2006-2009E)

JPMorgan

1-Yr Comps 2-Yr. Stacked SSS
2006 2007 2008 2009E 2006 2007 2008 2009E
Monthly January 5.2% 5.1% (1.1%) (3.3%) 146%  10.3% 4.0% (4.4%)
February 3.6% 5.7% 0.5% 12.6% 9.3% 6.2%
March 2.2% 12.0%  (4.4%) 10.4%  14.2% 7.6%
April 10.4% (6.1%) 3.1% 11.7% 4.3% (3.0%)
May 5.7% 5.8% (0.7%) 108%  11.5% 5.1%
June 4.8% 3.3% 0.4% 13.8% 8.1% 3.7%
July 3.1% 6.1% (1.0%) 8.6% 9.2% 5.1%
August 2.8% 6.1% (2.1%) 9.1% 8.9% 4.0%
September 6.7% 1.2% (3.0%) 12.3% 7.9% (1.8%)
October 3.9% 4.1% (4.8%) 9.6% 8.0% (0.7%)
November 5.9% 10.8%  (10.4%) 8.5% 16.7% 0.4%
v December 4.1% (5.0%)  (4.1%) 8.8% (0.9%) (9.1%)
Quarterly 1Q 5.1% 4.3% (0.7%) 11.3% 9.4% 3.6%
2Q 4.6% 4.9% (0.4%) 11.3% 9.5% 4.5%
3Q 4.6% 3.7% (3.3%) 10.5% 8.3% 0.4%
4Q 4.8% 0.2%  (5.7%) 9.0% 5.0%  (5.5%)
Annual 4.8% 3.0% (2.6%) (5.0%) 10.4% 7.8% 0.4% (7.5%)
Source: Company reports and J.P. Morgan estimates.
Wal-Mart (WMT) — Overweight
Table 5: Wal-Mart’'s Comp Picture (2006-2009E)
1-Yr Comps 2-Yr. Stacked SSS
2006 2007 2008 2009E 2006 2007 2008 2009E
Monthly January 5.0% 2.2% 0.5% 2.1% 7.5% 7.2% 2.7% 2.6%
February 3.2% 0.9% 2.5% 7.8% 4.1% 3.5%
March 1.4% 4.1% 0.7% 6.3% 5.5% 4.8%
April 6.8% (3.5%) 3.2% 7.5% 3.3% (0.2%)
May 2.3% 1.1% 3.9% 5.0% 3.4% 5.0%
June 1.2% 2.4% 5.8% 5.9% 3.6% 8.3%
July 2.4% 1.9% 3.0% 6.8% 4.3% 4.9%
August 2.7% 3.1% 3.0% 5.8% 5.8% 6.2%
September 1.3% 1.4% 2.4% 4.7% 2.6% 3.8%
October 0.5% 0.4% 2.4% 4.9% 1.0% 2.8%
v November (0.1%) 1.5% 3.4% 4.4% 1.4% 4.9%
December 1.6% 2.4% 1.7% 4.1% 4.0% 4.1%
Quarterly 1Q 3.8% 0.6% 2.9% 6.7% 4.4% 3.5%
2Q 1.7% 1.9% 4.5% 6.7% 3.6% 6.4%
3Q 1.5% 1.5% 3.0% 3.3% 3.0% 4.5%
4Q 1.4% L%  20% 5.0% 3.1% 3.7%
Annual 2.1% 1.4% 2.8% 2.4% 5.7% 3.5% 4.2% 5.5%

Source: Company reports and J.P. Morgan estimates. Please note: Beginning 2/05, comps are adjusted to include stores open for the
prior 12 months, excluding gas sales and recently relocated/expanded stores.
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Costco’s (2.0%) SSS print was 170
ahead of the Street estimate, with
strength in the core driving the
upside.

In January, BJ's comp turned
negative for the first time since 2007
as gas deflation hurt the print by
830 bps. Importantly, the core comp
of 7.6% topped guidance of ~6.0%
and our estimate of 6.5%.

—

North America Equity Research

06 February 2009

Costco (COST) — Neutral
Table 6: Costco’s Comp Picture (2006-2009E)

JPMorgan

1-Yr Comps 2-Yr. Stacked SSS

2006 2007 2008  2009E 2006 2007 2008 2009E

Monthly  January 9.0% 2.4% 75%  (2.0%) 13.0%  11.4% 9.9% 5.5%
February 8.0% 4.0% 7.0% 15.0% 12.0% 11.0%
March 7.0% 6.0% 7.0% 14.0% 13.0% 13.0%
April 7.0% 7.0% 8.5% 150%  14.0%  15.5%
May 10.0% 7.0% 8.7% 15.0% 17.0% 15.7%
June 6.0% 6.0% 9.0% 15.0% 12.0% 15.0%
July 7.0% 7.0%  10.0% 12.0% 14.0% 17.0%
August 7.0% 2.0% 9.0% 16.0% 9.0%  11.0%
September 4.5% 6.0% 7.0% 15.5% 10.5% 13.0%
October 4.0% 9.0%  (1.0%) 14.0% 13.0% 8.0%

v November 5.0% 9.4%  (5.0%) 11.0% 14.4% 4.4%
December 9.0% 75%  (4.0%) 16.0% 16.5% 3.5%
Quarterly 1Q 9.0% 4.0% 8.0% 1.0% 160%  13.0%  12.0% 9.0%
2Q 7.0% 5.0% 70%  (3.1%) 14.0% 12.0% 12.0% 3.9%
3Q 7.0% 7.0% 8.0% (2.9%) 14.0% 14.0% 15.0% 5.1%
4Q 80%  50%  9.0% (4.0%) 15.0%  13.0%  14.0% 5.0%
Annual 8.0% 6.0% 8.0% (2.3%) 15.0% 14.0% 14.0% 5.7%

Source: Company reports and J.P. Morgan estimates. Note: Both December 2006 and January 2007 are adjusted for the New Year's

Day Shift, which accounted for an approximate 300-basis-point swing from January into December. Timing of Easter in 2007

negatively impacted March results by 100-200 bps and positively impacted April by 200 bps.

BJ’s (BJ) — Neutral

Table 7: BJ’s Comp Picture (2006-2009E)

1-Yr Comps 2-Yr. Stacked SSS

2006 2007 2008  2009E 2006 2007 2008 2009E

Monthly January 2.0% 3.5% 7.8% (0.7%) 3.9% 5.5% 11.3% 7.1%
February 1.6% 3.0% 5.9% 8.3% 4.6% 8.9%
March 3.1% 5.5% 6.0% 6.1% 8.6% 11.5%
April 12% (21%) 17.8% 9.6% (0.9%) 15.7%
May 4.2% 41% 13.4% 4.7% 8.3% 17.5%
June (0.1%) 53% 16.5% 4.2% 5.2% 21.8%
July 1.9% 15% 16.7% 6.6% 3.4% 18.2%
August 2.3% 14% 15.4% 7.9% 3.7% 16.8%
September (0.9%) 39% 10.4% 2.9% 30%  14.3%
October (0.7%) 48% 10.2% 2.2% 4.1% 15.0%
v November 0.6% 1.7% 4.1% 2.4% 8.3% 11.8%
December 0.6% 3.0% 1.6% 2.0% 3.6% 4.6%
Quarterly  1Q 2.0% 2.3% 9.6% 7.8% 43%  11.9%
2Q 1.8% 3.7% 155% 5.0% 5.5% 19.2%
3Q 0.1% 34% 11.9% 4.2% 3.5% 15.3%
4Q 1.5% 5.4% 1.7% 3.2% 6.9% 7.1%

Annual 1.2% 3.7% 9.4% 4.0% 4.8% 3.7% 13.6% 13.4%

Source: Company reports and J.P. Morgan estimates.
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Fred printed a January comp of ——p
negative 1.9%, 190 bps below our
estimate and Street consensus.

Big Lots reported a 4Q SSS
decline of 3.2%, firmly within its
view of a 2.0%-4.0% decline in
the quarter and 30 bps better
than our estimate.

Dollar Tree's 2.2% 4Q comp fell
130 bps below our estimate, 170
bps shy of the Street, and near
the low end of guidance.
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Fred’s (FRED) — Neutral
Table 8: Fred’s Comp Picture (2006-2009E)

JPMorgan

1-Yr Comps

2-Yr. Stacked SSS

2006 2007 2008 2009E 2006 2007 2008  2009E
Monthly  January 0.8% 24%  (12%)  (1.9%) 5.2% 3.2% 12%  (3.1%)
February 0.3% 3.9% 1.1% 4.4% 4.2% 5.0%
March 3.5% 4.4% 1.2% 7.0% 7.9% 5.6%
April 6.3% (2.5%) 4.3% 7.5% 3.8% 1.8%
May 2.4% 0.2% 3.4% 4.4% 2.6% 3.6%
June 2.6% 1.5% 6.5% 4.7% 4.1% 8.0%
July 4.5% 0.5% 4.6% 2.7% 5.0% 5.1%
August 6.3% 1.7% 2.1% 2.5% 8.0% 3.8%
September 5.0% 1.0% 1.1% 3.6% 6.0% 2.1%
October (2.5%) 0.6% 1.3% 0.0% (1.9%) 1.9%
November 2.0% (4.5%)  (1.8%) 6.5% (2.5%)  (6.3%)
V¥V  December  20%  (18%)  0.0% 3.9% 02%  (1.8%)
Quarterly 1Q 2.3% 1.9% 2.1% 5.3% 4.2% 4.0%
2Q 3.1% 0.8% 4.9% 3.9% 3.9% 5.7%
3Q 3.0% 1.1% 1.4% 2.0% 4.1% 2.5%
4Q 2.0% (25%) (1.1%) 4.5% (0.5%) (3.6%)
Annual 2.4% 0.3% 1.8% 0.5% 3.6% 2.7% 2.3% 2.3%
Source: Company reports and J.P. Morgan estimates.
Big Lots (BIG) — Neutral
Table 10: Big Lots Quarterly Comps (4Q06-4Q08)
Quarter 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08
Comp 4.9% 4.9% 52%  (0.5%)  (0.6%) 3.4% 28%  (0.2%) = (3.2%)
2- Year Stack 7.4% 7.4% 10.4% 5.3% 4.3% 8.3% 8.0% (0.7%) (3.8%)
Source: Company reports and J.P. Morgan estimates.
Dollar Tree — Neutral
Table 11: Dollar Tree Quarterly Comps (4Q06-4Q08)
Quarter 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08
Comp 5.5% 5.8% 4.4% 19%  (0.8%) | 2.1% 6.5% 6.2% 2.2%
Ticket 1.9% 3.1% 1.1% 0.3% 0.4% 0.1% 2.7% 1.1% n/a
Traffic 3.6% 2.6% 3.3% 1.6% (1.2%) 2.0% 3.7% 5.1% n/a
2-Year Stack  6.5% 9.8% 8.6% 5.9% 4.7% 7.9% 10.9% 8.1% 1.4%

Source: Company reports and J.P. Morgan estimates.
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KSS printed a negative 13.4% comp,
beating our estimate by 260 bps and
ahead of the Street by 210 bps.

JCP’s 16.4% comp decline
in January is 420 basis
points below Street
expectations.
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Kohl's (KSS) — Overweight
Table 13: Kohl’'s Comp Picture (2006-2009E)

JPMorgan

1-Yr Comps 2-Yr. Stacked SSS
2006 2007 2008 2009E 2006 2007 2008 2009E
—PMonthly January 2.0% 8.7% (8.3%) (13.4%) 0.4% 10.7% 0.4% (21.7%)
February 3.4% 4.4% (3.8%) 0.6% 7.8% 0.6%
March 3.7% 16.8% (15.5%) 1.3% 20.5% 1.3%
April 13.4%  (10.5%) 3.5% (7.0%) 2.9% (7.0%)
May 3.1% 10.5% (7.2%) 3.3% 13.6% 3.3%
June 7.1% (4.9%) 2.3% (2.6%) 2.2% (2.6%)
July 5.9% 0.0% (10.4%) (10.4%) 5.9% (10.4%)
August 5.2% (0.6%) (5.8%) (6.4%) 4.6% (6.4%)
September 16.3% (3.2%) (5.5%) (8.7%) 13.1% (8.7%)
October 4.2% (3.8%) (9.0%) 0.4% (10.8%)
v November 3.7% 10.2% (17.5%) 13.9% (7.3%)
December 3.0% (11.4%) (1.4%) (8.4%) (12.8%)
Quarterly  1Q 6.9% 3.9% (6.7%) 10.8% (2.8%)
2Q 5.5% 1.3% (4.6%) 6.8% (3.3%)
3Q 8.5% (2.6%) (6.8%) 5.9% (9.4%)
4Q 4.1% (4.0%) (9.1%) 0.1% 13.1%
Annual 5.9% (0.8%) (6.8%) (5.5%) 5.1% (7.6%) (12.3%)
Source: Company reports and J.P. Morgan estimates.
JCPenney (JCP) — Underweight
Table 12: JCPenney’s Comp Picture (2006-2009E)
1-Yr Comps 2-Yr. Stacked SSS
2006 2007 2008 2009E 2006 2007 2008 2009E
—— Monthly January 2.5% 5.2% 0.0% (16.4%) 5.0% 7.7% 5.2% (16.4%)
February 2.3% 1.5% (6.7%) 8.2% 3.8% (5.2%)
March (1.0%) 11.0% (12.3%) (1.4%) 10.0% (1.3%)
April 2.6% (3.4%) (1.7%) 6.1% (0.8%) (5.1%)
May 11.1% (0.9%) (4.4%) 12.1% 14.0% (5.3%)
June 4.3% (0.7%) (2.4%) 11.8% 11.7% (3.1%)
July 4.9% 12.0% (6.5%) 9.7% 6.5% 5.5%
August (0.5%) (2.4%) (4.9%) 2.3% (2.9%) (7.3%)
September 8.7% (3.7%) (12.4%) 10.1% 5.0% (16.1%)
October 8.1% (1.0%) (13.0%) 10.5% 7.1% (14.0%)
v November 2.5% 5.4% (11.9%) 6.1% 7.9% (6.5%)
December 3.4% (7.3%) (8.1%) 5.6% (3.9%) (15.4%)
Quarterly  1Q 2.6% 3.4% (7.4%) 5.4% 6.0% (4.0%)
2Q 7.6% 2.9% (4.3%) 11.8% 10.5% (1.4%)
3Q 6.5% (2.4%) (10.1%) 9.0% 4.1% (12.5%)
4Q 3.2% (2.3%) 10.8% 5.8% 0.9% (13.1%)
Annual 4.9% 0.0% (8.2%) (9.5%) 9.1% 4.9% (8.2%) (17.6%)

Source: Company reports and J.P. Morgan estimates.
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Table 14: Nordstrom’s Comp Picture (2006-2009E)

JPMorgan

1-Yr Comps 2-Yr. Stacked SSS
. 2006 2007 2008 2009E 2006 2007 2008 2009E
JWN reported a 11.4% comp__y, “jonthly | January 60% 111%  (66%)  (11.4%) 161% 17.1%  45%  (18.0%)
decline in January, ahead of February 49%  91%  (5.8%) 11.9%  140%  3.3%
guidance and Street March 43% 150%  (9.1%) 98% 193%  5.9%
consensus. April 73%  3.1% (3.8%) 14.2%  104%  (0.7%)
May 78%  6.3% 10.9% 152% 141%  17.2%
June 47%  2.0%  (18.6%) 128%  6.7%  (16.6%)
July 53%  9.4% (6.0%) 8.9%  14.7% 3.4%
August 71%  6.6% (7.9%) 151% 13.7%  (1.3%)
September 134%  3.2% (9.6%) 175% 166%  (6.4%)
October 10.7%  (24%)  (15.7%) 171%  83%  (18.1%)
v November 54%  87%  (15.9%) 8.2% 141%  (7.2%)
December 9.0%  (4.0%)  (10.6%) 16.7%  50%  (14.6%)
Quarterly  1Q 54%  9.5% (6.5%) 11.6%  14.9% 3.0%
2Q 57%  5.9% (6.0%) 11.9%  11.6%  (0.1%)
3Q 107%  22%  (11.1%) 16.6% 12.9%  (8.9%)
4Q 83% (0.7%)  (12.7% 141%  7.6% 13.4%
Annual 75%  3.9% (9.1%) (9.5%) 135%  114%  (5.2%)  (18.6%)
Source: Company reports and J.P. Morgan estimates.
Macy’s (M) — Overweight
Table 15: Macy’s Comp Picture (2006-2009E)
1-Yr Comps 2-Yr. Stacked SSS
Macy’s reported a 4.5% comp 2006 2007 2008 2009E 2006 2007 2008 2009E
decline, 290 bps above consensus__, Monthly January 1.0% 8.6% (7.1%) (4.5%) 0.6% 9.6% 1.5% (11.6%)
estimates. February 1.0% 1.2% (3.5%) 2.8% 2.2% (2.3%)
March 0.7%)  2.3% (6.2%) 2.7% 1.6% (3.9%)
April (0.8%)  (2.2%) 3.0% 20%  (3.0%) 0.8%
May 92%  (33%)  (1.5%) 100%  5.9% (4.8%)
June L%  (27%)  (2.1%) 46%  (1.0%)  (4.8%)
July 3.2%  (L4%)  (2.9%) 2.3% 1.8% (4.3%)
August 3.8% 2.4% (4.5%) 4.9% 6.2% (2.1%)
September 6.2%  (27%)  (6.6%) 7.5% 3.5% (9.3%)
October 77%  (15%)  (6.3%) 7.0% 6.2% (7.8%)
v November 8.5% 134%  (13.3%) 5.1% 21.9% 0.1%
December 44%  (1.9%)  (4.0%) 78%  (35%)  (11.9%)
Quarterly  1Q 0.0% 0.6% (2.6%) 2.6% 0.6% (2.0%)
2Q 46%  (25%)  (2.1%) 5.7% 2.0% (4.7%)
3Q 59%  (0.8%)  (5.9%) 6.5% 5.1% (6.7%)
4Q 62%  (1.2%)  (6.7%) 7.2% 4.1% (9.2%)
Annual 42%  (1.0%)  (4.3%) (7.0%) 5.5% 2.9% (57%)  (11.3%)

Source: Company reports and J.P. Morgan estimates. Please note that prior to 2/07 all comps presented are for legacy Macy stores

only.
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Saks, Inc. (SKS) — Neutral
Table 16: Saks, Inc.’s Comp Picture (2007-2009E)

JPMorgan

1-Yr Comps 2-Year Stacked SSS

2006 2007 2008 2009E 2006 2007 2008 2009E

— 5 Monthly January 3.7% 11.4% 41%  (23.7%) 6.7% 15.1% 15.5% (19.6%)
February (6.7%) 24.7% 3.4% 0.4% 18.0% 28.1%
March (1.7%) 10.1% (2.9%) 1.2% 8.4% 7.2%
April 0.8% 11.7% 23.9% 7.9% 12.5% 35.6%
May 0.8% 37.5% (8.7%) 1.6% 38.3% 28.8%
June 5.3% (5.6%) 1.9% 12.3% (0.3%) (3.7%)
July 3.4% 14.9% (5.3%) 7.5% 18.3% 9.6%
August 5.0% 18.2% (5.9%) 10.3% 23.2% 12.3%
September 11.1% 7.7%  (10.9%) 13.1% 18.8% (3.2%)
October 9.2% 10.6%  (16.6%) 19.2% 19.8% (6.0%)
November 7.2% 25.7% (5.2%) 4.9% 32.9% 20.5%
December 11.1% 0.8%  (19.8%) 14.2% 11.9%  (19.0%)
Quarterly 1Q (2.2%) 14.4% 8.4% 3.3% 12.2% 22.8%
2Q 3.4% 13.2% (4.0%) 7.6% 16.6% 9.2%
3Q 8.8% 11.4%  (11.5%) 14.2% 20.2% (0.1%)
4Q 9.9% 9.0% (15.3% } 11.3% 18.9% (6.3%)

Annual 4.9% 11.7% (5.6%)  (12.0%) 8.9% 16.6% 6.1%  (17.6%)

Source: Company reports and J.P. Morgan estimates.
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banking services in the next three months from BJ's Wholesale Club, Costco Wholesale Corporation, JCPenney Corporation, Kohl's
Corporation, Macy's Inc., Nordstrom, Inc., Saks, Inc., Target Corporation, Wal-Mart Stores, Inc..
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than investment banking from Costco Wholesale Corporation, Kohl's Corporation, Macy's Inc., Nordstrom, Inc., Saks, Inc., Target
Corporation, Wal-Mart Stores, Inc.. An affiliate of JPMSI has received compensation in the past 12 months for products or services
other than investment banking from BJ's Wholesale Club, Costco Wholesale Corporation, Dollar Tree Stores, Inc., JCPenney
Corporation, Kohl's Corporation, Macy's Inc., Nordstrom, Inc., Saks, Inc., Target Corporation, Wal-Mart Stores, Inc..
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Big Lots, Inc. (BIG) Price Chart

JPMorgan

Date Rating Share Price Price Target
19-Jun-07 N 29.91 -
48 N 28-Apr-08 OW 26.73 -
16-Sep-08 N 31.56 -
26 ow N| N $18 03-Oct-08 N 27.19 -
Price($) ‘ 31-Oct-08 N 22.70 24.00
10-Nov-08 N 17.95 18.00
24 05-Dec-08 N 16.28 14.00
12
0 T T T T T T T T T T T T
Feb May Aug Nov Feb May Aug Nov Feb May Aug Nov Feb
06 06 06 06 07 07 07 07 08 08 08 08 09
Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.
Initiated coverage Jun 19, 2007. This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst
may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
BJ's Wholesale Club (BJ) Price Chart
Date Rating Share Price Price Target
. N $34 ($) $)
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55 22-Nov-06 OW 29.53 -
02-Jan-08 N 33.83 -
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Oct 10, 2005 - Feb 09, 2006. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Costco Wholesale Corporation (COST) Price Chart
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.
Break in coverage Oct 10, 2005 - Feb 09, 2006. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
Dollar Tree Stores, Inc. (DLTR) Price Chart
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Oct 10, 2005 - May 23, 2006. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Fred's Inc. (FRED) Price Chart
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.
Break in coverage Oct 10, 2005 - Dec 10, 2007. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
JCPenney Corporation (JCP) Price Chart
Date Rating Share Price Price Target
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135
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Oct 10, 2005 - Sep 29, 2006. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Kohl's Corporation (KSS) Price Chart
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Oct 10, 2005 - Sep 29, 2006. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Macy's Inc. (M) Price Chart

Date Rating Share Price Price Target
(%) (%)
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02-Jul-08 OW 41.01 50.00
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31-Oct-08 OW 33.86 43.00
10-Nov-08 OW 34.21 40.00
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Oct 10, 2005 - Jan 22, 2007. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Nordstrom, Inc. (JWN) Price Chart
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.
Break in coverage Oct 12, 2005 - Jan 22, 2007. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
Saks, Inc. (SKS) Price Chart
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Oct 10, 2005 - Sep 17, 2008. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Target Corporation (TGT) Price Chart
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it
over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Wal-Mart Stores, Inc. (WMT) Price Chart

Date Rating Share Price Price Target
(%) (%)
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Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it
over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Explanation of Equity Resear ch Ratings and Analyst(s) Coverage Univer se:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocksin the analyst’s (or the analyst' steam’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’steam’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’ s team’s) coverage universe.] The analyst or analyst’s team’ s coverage universe is the sector
and/or country shown on the cover of each publication. See below for the specific stocksin the certifying analyst(s) coverage universe.

Coverage Universe: Charles Grom, CFA, CPA: BJsWholesale Club (BJ), Big Lots, Inc. (BIG), Costco Wholesale
Corporation (COST), Dollar Tree Stores, Inc. (DLTR), Family Dollar Stores, Inc. (FDO), JCPenney Corporation (JCP),
Kohl's Corporation (KSS), Kroger Co. (KR), Macy's Inc. (M), Nordstrom, Inc. (JWN), Ruddick Corporation (RDK),
Safeway (SWY), Saks, Inc. (SKS), SuperValu, Inc. (SVU), Target Corporation (TGT), Wal-Mart Stores, Inc. (WMT),

Whole Foods (WFMI)
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J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2008
Overweight Neutral Underweight

(buy) (hold) (sdll)

JPM Global Equity Research Coverage 38% 44% 18%
IB clients* 54% 52% 43%
JPMSI Equity Research Coverage 37% 49% 14%
IB clients* 76% 71% 62%

*Percentage of investment banking clientsin each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating fallsinto a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.
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