
 

May 4, 2004 

Gildan Activewear Announces Record Second Quarter Results 

- Unit Sales up 24.6% Due to Continuing Strong Market Share Penetration and Overall 
Industry Demand Growth - 

- Short-term Capacity Constraints and Industry Price Competition Likely to Reduce Full 
Year EPS Growth Relative to Prior Guidance - 

Montreal, Tuesday, May 4, 2004 - Gildan Activewear Inc. (NYSE: GIL; TSX: GIL.A) today 
announced its results for its second fiscal quarter and six months ended April 4, 2004, and also 
updated its sales and earnings outlook for the balance of the fiscal year.  

Second quarter sales and earnings  

The Company reported record second quarter net earnings of U.S. $14.3 million, or U.S. $0.48 
per diluted share, up 6.7% from U.S. $13.4 million or U.S. $0.45 per diluted share in the second 
quarter of fiscal 2003. Analyst expectations for the quarter were in the range of U.S. $0.45 - U.S. 
$0.49 per diluted share.  

The Company's results for the quarter include increases in cost of sales and depreciation 
expense due to the upward revaluation of opening inventories and fixed assets required under 
U.S. and Canadian GAAP to give effect to the change to U.S. functional currency. The gain on 
revaluation of opening assets was reflected directly in opening shareholders' equity. Net earnings 
for the second quarter of fiscal 2004 were U.S. $15.9 million, or U.S. $0.53 per diluted share, 
before reflecting the accounting treatment of these adjustments resulting from the change to U.S. 
functional currency, up 18.7% and 17.8% respectively from the second quarter of fiscal 2003.  

Compared to last year, the higher second quarter earnings reflected higher unit sales, further 
manufacturing efficiencies and more favourable product-mix. These factors were partially offset 
by increased cotton costs, lower selling prices, higher SG&A costs due to the Company's sales 
growth and higher depreciation expense as a result of the Company's capital investment 
program.  

Sales in the quarter were U.S. $141.4 million, up 24.5% from U.S. $113.6 million in the second 
quarter of fiscal 2003. The higher sales were due to a 24.6% increase in unit shipments combined 
with a higher valued product-mix, partially offset by lower selling prices. The higher unit sales 
reflected continuing market share penetration in all target market segments, together with strong 
overall industry demand growth in the U.S. wholesale distributor channel.  

With effect from the beginning of calendar 2004, the Company's largest customer decided to 
discontinue its participation in the S.T.A.R.S. report by ACNielsen Market Decisions. This report 
is the basis for market and market share data provided by the Company for the U.S. wholesale 
distributor channel. As a result, the S.T.A.R.S. market share data for the second quarter of fiscal 
2004 excludes the effect of sales through our largest customer. On this basis, Gildan's share in 
the T-shirt segment of the U.S. wholesale distributor market increased to 31.2% from 29.1% in 
the second quarter of fiscal 2003, even though the Company focussed on higher-valued product-
lines within the T-shirt category, and continued to not fully participate in highly discounted white 
T-shirt promotions. During the second quarter, Gildan's share of the sport shirt segment 



increased to 24.4% from 18.4% in the corresponding quarter of last year. Gildan became the 
leading brand within the sport shirt category during the quarter. Gildan's share of the fleece 
category was 14.3% in the second quarter, up from 10.7% in the second quarter a year ago.  

The table below summarizes the unit sales growth for the calendar quarter ended March 31, 2004 
compared to the quarter ended March 31, 2003 for Gildan and for the industry overall through the 
U.S. wholesale distributor channel, as reported by S.T.A.R.S. after adjusting the prior period 
comparatives to exclude sales through our largest customer:  

 

Gildan noted that, in addition to the strong overall industry growth for T-shirts and fleece, the 
sport shirt category also showed positive growth, indicating that the steady decline in demand in 
this segment since 2001 may have ceased, reflecting a recovery in corporate promotional 
spending.  

In parallel with the growth realized by Gildan with the S.T.A.R.S. distributors as per the table 
above, the Company also achieved a comparable rate of growth in its unit sales to its largest 
distributor during the second fiscal quarter, versus the corresponding quarter of fiscal 2003.  

Gildan's unit shipments in Europe increased by 38.9% over the second quarter last year, and 
shipments in Canada were up by 10.2%. Selling prices in the Canadian market were negatively 
impacted as a result of the lower landed selling prices for U.S. competitors in the Canadian 
market, due to the decline in the relative value of the U.S. dollar.  

Gross margins in the second quarter were 26.6%, compared with 29.6% in the second quarter of 
fiscal 2003. Before the adjustments due to the change to U.S. functional currency, gross margins 
in the second quarter of fiscal 2004 were 27.3%. The favourable impact on percentage gross 
margins of the higher-valued product-mix, continuing manufacturing efficiencies and the non-
recurrence of a prior year special charge (the closure of the Montreal sewing plant) was more 
than offset by the negative effect of higher cotton costs and lower industry selling prices. 
Promotional pricing activity during the quarter included additional discounts resulting from the 
higher than projected unit sales growth.  

Six Months Earnings  

Net earnings for the first six months of fiscal 2004 were $17.2 million or U.S. $0.58 per diluted 
share, essentially the same as the first six months of fiscal 2003 when the Company generated 
net earnings of U.S. $17.1 million or U.S. $0.58 per diluted share. Before the adjustments due to 
the change to U.S. functional currency, net earnings for the first six months of fiscal 2004 were 
U.S. $21.4 million, or U.S. $0.72 per share, up 25.1% and 24.1% respectively from the first six 
months of fiscal 2003.  

Earnings Outlook  

The Company has previously indicated that it expects its EPS for the full fiscal year to be in the 
range of U.S. $2.25 - U.S. $2.30, up 25.7% - 28.5% from fiscal 2003 before the adjustments due 



to the change to U.S. functional currency. After reflecting the adjustments resulting from the 
transition to U.S functional currency, the Company's EPS guidance range for fiscal 2004 was 
U.S. $2.10-$2.15, up 17.3% - 20.1% from fiscal 2003. This guidance was based on 15% 
projected growth in unit sales volumes and modest selling price increases to partially pass 
through the higher cost of cotton.  

In the first and second fiscal quarters, the Company has achieved its EPS growth projections by 
offsetting higher than anticipated promotional pricing activity with higher than projected unit sales 
volumes. Due to the higher unit sales in the first two quarters, and its resulting lower than planned 
inventory levels at the second quarter-end, the Company expects to have insufficient capacity in 
the third quarter to fully satisfy the projected growth in sales reflected in its prior forecast. 
Therefore, achievement of its original EPS guidance for the full year will depend upon improved 
selling prices being realized. Many industry fundamentals - including strong industry demand, 
overall inventories within the distributor channel being in reasonable balance, and higher raw 
material costs for both cotton and polyester - appear to support higher pricing in the second half 
of the fiscal year. However, it is difficult to predict the outlook for industry pricing with any degree 
of certainty. Therefore, while the Company is projecting some gross margin improvement in the 
third and fourth quarter due to reduced promotional activity and a higher proportion of fleece 
sales in the balance of the year, the Company believes that, based on its short-term capacity 
constraints in the third quarter and the assumed continuation of aggressive industry pricing 
competition, it is more realistic to lower its projected EPS growth in the second half of the fiscal 
year. On this basis, the Company is now projecting EPS for the full fiscal year to be in the range 
of U.S. $2.05 - U.S. $2.15 per diluted share before the U.S. functional currency adjustments, up 
approximately 15% - 20% from fiscal 2003. After reflecting the adjustments resulting from the 
transition to U.S. functional currency, the Company's revised EPS forecast for fiscal 2004 is U.S. 
$1.90 - $2.00, up approximately 6% - 12% from fiscal 2003.  

The Company now expects to achieve diluted EPS of U.S. $0.80 - U.S. $0.85 in the third quarter 
before functional currency adjustments, up approximately 10% - 16% from the third quarter of 
fiscal 2003, which included an extra week due to the Company's floating fiscal year-end. In the 
fourth quarter, Gildan now expects diluted EPS of U.S. $0.55 - U.S. $0.60 before functional 
currency adjustments, up approximately 15% - 25% from fiscal 2003. The functional currency 
adjustments in the third and fourth quarter of the fiscal year will be limited to the impact on 
depreciation expense, and will therefore not be material.  

Going forward, Gildan expects to achieve its objective of minimum 15% EPS growth beyond fiscal 
2004, in addition to achieving 15% - 20% EPS growth in the current fiscal year, even if industry 
pricing continues to decline. Gildan is slightly ahead of schedule with its timetable for construction 
of its Dominican Republic textile facility. As the Company brings this facility on stream, it expects 
to continue to lower its manufacturing costs and to have capacity available to further accelerate 
its market share penetration in the wholesale distributor channel in fiscal 2005, as well as to 
implement its plans to enter the retail channel.  

Cash Flow  

In the second fiscal quarter, the Company used U.S. $16.7 million of cash, defined as cash flow 
from operating activities less cash used in investing activities, due to the seasonal financing of 
trade receivables (which reflected days sales outstanding of 45 days compared with 48 days a 
year ago) and the ongoing capital expenditure requirements to implement the Company's 
continuing offshore capacity expansion plans. The Company ended the quarter with surplus cash 
of U.S. $21.4 million.  

The Company intends to utilize U.S. $17.5 million of its surplus cash to meet the first scheduled 
instalment of its senior note repayment on June 10, 2004. Also, the Company now expects to 
invest approximately U.S. $65 million in capital expenditures for the full fiscal year, up from the 



previous estimate of approximately U.S. $60 million, due mainly to the accelerated timing for the 
Dominican Republic facility.  

As of April 30, 2004, there were 29,627,619 Class A subordinate shares issued and outstanding 
along with 679,635 options outstanding.  

Profile  

Gildan Activewear is a public, vertically-integrated manufacturer and marketer of premium quality 
branded basic activewear for sale principally in the wholesale imprinted activewear segment of 
the Canadian, U.S., European and other international markets. The company manufactures and 
sells premium quality 100% cotton and 50% cotton/50% polyester T-shirts, placket collar sport 
shirts and sweatshirts in a variety of weights, sizes, colours and styles. The company sells its 
products as blanks, which are ultimately decorated with designs and logos for sale to consumers. 
Gildan employs more than 9,300 full-time employees.  

Certain statements included in this press release may constitute "forward-looking statements" 
within the meaning of the U.S. Private Securities Litigation Reform Act of 1995. Such forward-
looking statements involve known and unknown risks, uncertainties and other factors which could 
cause actual results to differ materially from future results expressed or implied by such forward-
looking statements. We refer you to the Company's filings with the U.S. Securities and Exchange 
Commission and Canadian securities regulatory authorities for a discussion of the various factors 
that may affect the Company's future results.  

Information for shareholders  

Gildan Activewear Inc. will hold a conference call to discuss these results today at 5:00 PM 
Eastern Time. Interested parties can join the call by dialling 800-263-8506 (Canada & U.S.) or 
719-457-2681 (international) and entering passcode 255442. The conference call can also be 
accessed via live webcast at www.gildan.com ("Investor Relations" section).  

If you are unable to participate in the conference call, a replay will be available starting that same 
day at 8:00 PM EDT by dialing 888-203-1112 (Canada & U.S.) or 719-457-0820 (international) 
and entering passcode 255442, until May 11, 2004 at midnight, or by sound web cast on Gildan's 
Internet site for 30 days.  



 



 



 

Gildan Activewear Inc. - Note to interim consolidated financial statements  

For complete notes to the interim consolidated financial statements please refer to filings with the 
various securities regulatory authorities.  



1. Change in Functional Currency: 
As a result of a significant portion of its revenues, expenses, assets and liabilities being 
denominated in U.S. dollars and the increasing international expansion of its sales and 
manufacturing operations, the Company adopted the U.S dollar as its functional and 
reporting currency effective October 6, 2003, the beginning of its 2004 fiscal year. All 
opening assets and liabilities were translated into U.S. dollars using the exchange rate in 
effect on October 6, 2003. For comparative purposes, historical financial statements and 
notes thereto up to and including October 5, 2003 have been restated into U.S dollars in 
accordance with generally accepted accounting principles. The change in the functional 
currency resulted in a positive currency translation adjustment of $26.2 million as at 
October 5, 2003, which is reflected as a separate component of shareholders' equity.  


