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Continued strong operating and financial performance

cash returned
>2x

free cash flow*

~2x

SINCE FY13

*FY13 and FY16 operating results are non-GAAP measures. FY16 operating results exclude the impact of the 53rd week in Q4.  A reconciliation of GAAP operating income and earnings 
per share to non-GAAP operating income and earnings per share,  as well as net cash provided by operating activities to free cash flow, can be found at the end of this presentation

EARNINGS PER SHARE*

$1.10

$1.85

FY13 FY16

19% CAGR

CONSOLIDATED OPERATING INCOME*
$ BILLIONS

$2.5 

$4.1 

FY13 FY16

19% CAGR



Opportunities to further expand margin

Driving best 
in class revenue 
growth and
return on 
invested capital

$1B

2014 INVESTOR DAY 
COMMITMENTS

In supply chain savings 
over 4 years (by 2018) 

1/2
The rate of 

revenue growth

50-100 bps
Growth ROIC per year**

FY15 G&A

$1.4B

2016 INVESTOR DAY
COMMITMENTS

In supply chain savings 
over 7 years (by 2021) 

1/2
The rate of 

revenue growth

FY17-21 core G&A*

Growth ROIC per year**

50-100 bps

*FY17-21 growth guidance excludes future costs related to certain items, including company initiatives and non-routine items. A reconciliation of previously excluded items can 
be found at the end of this presentation.
**ROIC defined as NOPAT/average Invested Capital normalized for acquisitions and divestitures and includes the deferred tax asset related to the Kraft litigation settlement for 
both fiscal 2014 and 2015. NOPAT adjusted for implied lease interest expense on operating leases; invested capital includes capitalized operating leases and excludes cash and 
cash equivalents and short- and long-term investments.



16.5%

19.6%

FY13 FY16 FY17 - 21

+

+

+
-

Sales Leverage

COGS

Core G&A

Investments

COGS and G&A efficiency fund investments

CONSOLIDATED OPERATING MARGIN*
PERCENT OF REVENUE

Sales Leverage

COGS

G&A

+

-
-

Sales Leverage

COGS

G&A 

Investments

+

+
-

-

*FY13 and FY16 operating results are non-GAAP measures. FY16 operating results exclude the impact of the 53rd week in Q4. A reconciliation of GAAP operating margin to non-GAAP operating margin can be found at the end of this presentation.



Increasingly leveraging our supply chain

COGS AS A PERCENTAGE OF REVENUE*

*COGS is normalized for coffee at FY13 rates and excludes occupancy.  FY16 excludes the impact of the 53rd week in Q4..

FY13 FY16

160 bps

TOTAL 
TARGETED 
SAVINGS

~$1.4B

FY15 & FY16 
SAVINGS

Sourcing ~$.2B

Supply Chain ~$.1B

Other ~$.1B

Total ~$.4B

FY17 – FY21 
SAVINGS

~$.8B

~$.2B

~$.1B

~$1.0B



FY13 FY15 FY16 FY17-21

Core G&A leverage

NORMALIZED G&A YEAR OVER YEAR GROWTH* DISCIPLINED G&A 
MANAGEMENT

Scalable core 
processes

Continuous 
improvement / lean

Targeted savings

Organizational 
alignment & agility

14%

6%
Core G&A 

1/2 
RATE OF 
REVENUE 
GROWTH

*G&A normalized to exclude certain items. FY17-21 growth guidance excludes future costs related to certain items, including company 
initiatives and non-routine items. A reconciliation of previously excluded items can be found at the end of this presentation.

16%



Best in class capital deployment

Notes:
1. As of 1/1/2003; includes only those with beginning ROICs between 6%-20%
2. ROIC = NOPAT / Invested Capital
3. Invested Capital = Total Debt + Shareholders’ Equity
4. TSR of S&P 500 = 203%

S&P 500 
EX-FINANCIALS [1]

MEDIAN

Change in ROIC [2] ~-10%

Change in invested 
capital [3] ~100%

Total shareholder 
return [4] ~250%

No representation or warranty, express or implied, is made by Morgan Stanley in relation to the accuracy 
or completeness of the information in this document and Morgan Stanley accepts no liability, 
responsibility or obligation (whether in contract, tort or otherwise) in relation to such information.

Source: Capital IQ, Morgan Stanley; 2003 - 2015

S&P 500
EX-FINANCIALS
TOP 10% TSR [1]

MEDIAN

~30%

~200%

~1,000%

~100%

~300%

~1,200%



Cash flow from operations 
nearly doubles

~60%
Cash conversion* 

down

to 18 days
~70% to 

>100%

Cash returned as a % of free 
cash flow** up from

40 to 50%
Now targeting dividend payout 

*Cash conversion cycle calculated by adding average number of days receivable and inventory less average number 
of days payable and other accrued liabilities. 
**A reconciliation of net cash provided by operating activities to free cash flow can be found at the end of this 
presentation.

SINCE FY13



MID-SINGLE
DIGITS

Long-term financial targets

COMP 
GROWTH

REVENUE
GROWTH*

CORE G&A 
GROWTH**

LONG TERM 
EPS GROWTH* ROIC***

10%+ 15-20%1/2 
RATE OF 
REVENUE

>25%
INCREASING 
50-100 BPS 
PER YEAR

*Revenue and long-term EPS growth presented above are based on a 52-week fiscal 2016. Revenue on a 53-week basis for fiscal 2016 was $21.3B and, after adjusting for the extra week, was $20.9B. Fiscal 2016 GAAP EPS of $1.90 
is reconciled to our 52-week, non-GAAP EPS of $1.85 at the end of this presentation.
**FY17-21 growth guidance excludes future costs related to certain items, including company initiatives and non-routine items. A reconciliation of previously excluded items can be found at the end of this presentation.
***ROIC defined as NOPAT/average Invested Capital normalized for acquisitions and divestitures and includes the deferred tax asset related to the Kraft litigation settlement for both fiscal 2014 and 2015. NOPAT adjusted for 
implied lease interest expense on operating leases; invested capital includes capitalized operating leases and excludes cash and cash equivalents and short- and long-term investments.



MID-SINGLE
DIGITS

Long-term financial targets

COMP 
GROWTH

REVENUE
GROWTH*

CORE G&A 
GROWTH**

LONG TERM 
EPS GROWTH* ROIC***

10%+ 1/2 
RATE OF 
REVENUE

15-20% >25%
INCREASING 
50-100 BPS 
PER YEAR

FY21 
CONSOLIDATED

OPERATING 
INCOME GROWING

2x$35B
REVENUE

OVER

*Revenue and long-term EPS growth presented above are based on a 52-week fiscal 2016. Revenue on a 53-week basis for fiscal 2016 was $21.3B and, after adjusting for the extra week, was $20.9B. Fiscal 2016 GAAP EPS of $1.90 
is reconciled to our 52-week, non-GAAP EPS of $1.85 at the end of this presentation.
**FY17-21 growth guidance excludes future costs related to certain items, including company initiatives and non-routine items. A reconciliation of previously excluded items can be found at the end of this presentation.
***ROIC defined as NOPAT/average Invested Capital normalized for acquisitions and divestitures and includes the deferred tax asset related to the Kraft litigation settlement for both fiscal 2014 and 2015. NOPAT adjusted for 
implied lease interest expense on operating leases; invested capital includes capitalized operating leases and excludes cash and cash equivalents and short- and long-term investments.



Non-GAAP 
Reconciliations
$ IN MILLIONS, 
EXCEPT PER SHARE DATA

NON-GAAP OPERATING INCOME RECONCILIATION FY13 FY16

CONSOLIDATED

Operating loss, as reported (GAAP) $          (325.4)

Litigation charge 2,784.1 

Non-GAAP operating income $         2,458.7 

Operating income, as reported (GAAP) - 53 weeks $         4,171.9 

Starbucks Japan acquisition-related items - other(1) 57.4 

Costs incurred on sale of Germany retail operations(2) 2.8 

Non-GAAP operating income - 53 weeks $         4,232.1 

Impact of the extra week 137.3 

Non-GAAP operating income - 52 weeks $         4,094.8 

AMERICAS

Operating income, as reported (GAAP) $         2,365.2 

Operating income, as reported (GAAP) - 53 weeks $         3,742.0 

Impact of the extra week 108.7 

Non-GAAP operating income - 52 weeks $         3,633.3 

CHINA/ASIA PACIFIC

Operating income, as reported (GAAP) $             321.2 

Operating income, as reported (GAAP) - 53 weeks $             631.6 

Starbucks Japan acquisition-related items(3) 53.3 

Non-GAAP operating income - 53 weeks $             684.9 

Impact of the extra week 18.2 

Non-GAAP operating income - 52 weeks $             666.7 

EUROPE, MIDDLE EAST AND AFRICA

Operating income, as reported (GAAP) $               64.2 

Operating income, as reported (GAAP) - 53 weeks $             151.6 

Costs incurred on sale of Germany retail operations(2) 2.8 

Non-GAAP operating income - 53 weeks $             154.4 

Impact of the extra week 4.9 

Non-GAAP operating income - 52 weeks $             149.5 

CHANNEL DEVELOPMENT

Operating income, as reported (GAAP) $             415.5 

Operating income, as reported (GAAP) - 53 weeks $             807.3 

Impact of the extra week 14.6 

Non-GAAP operating income - 52 weeks $             792.7 

NON-GAAP REVENUE RECONCILIATION FY16

CONSOLIDATED

Revenue, as reported (GAAP) - 53 weeks $       21,315.9 

Impact of the extra week 412.4 

Non-GAAP revenue - 52 weeks $       20,903.5 

AMERICAS

Revenue, as reported (GAAP) - 53 weeks $       14,795.4 

Impact of the extra week 288.9 

Non-GAAP revenue - 52 weeks $       14,506.5 

CHINA/ASIA PACIFIC

Revenue, as reported (GAAP) - 53 weeks $         2,938.8 

Impact of the extra week 56.9 

Non-GAAP revenue - 52 weeks $         2,881.9 

EUROPE, MIDDLE EAST AND AFRICA

Revenue, as reported (GAAP) - 53 weeks $         1,124.9 

Impact of the extra week 18.3 

Non-GAAP revenue - 52 weeks $         1,106.7 

CHANNEL DEVELOPMENT

Revenue, as reported (GAAP) - 53 weeks $         1,932.5 

Impact of the extra week 39.9 

Non-GAAP revenue - 52 weeks $         1,892.6 

(1) Includes ongoing amortization expense of acquired intangible assets and transaction 
and integration costs, such as incremental information technology ("IT") and compensation-
related costs associated with the acquisition.

(2) Includes costs incurred in Q3 FY16 associated with the sale of Germany retail operations.

(3) Includes ongoing amortization expense of acquired intangible assets associated 
with the acquisition; FY16 also includes post-acquisition integration costs, such 
as compensation-related costs.



Non-GAAP 
Reconciliations
$ IN MILLIONS, 
EXCEPT PER SHARE DATA

NON-GAAP OPERATING MARGIN RECONCILIATION FY13 FY16

CONSOLIDATED

Operating margin, as reported (GAAP) (2.2)%

Litigation charge 18.7%

Non-GAAP operating margin 16.5%

Operating margin, as reported (GAAP) - 53 weeks 19.6%

Starbucks Japan acquisition-related items - other(1) 0.3%

Costs incurred on sale of Germany retail operations(2) -

Non-GAAP operating margin - 53 weeks 19.9%

Impact of the extra week 0.3%

Non-GAAP operating margin - 52 weeks 19.6%

AMERICAS

Operating margin, as reported (GAAP) 21.5%

Operating margin, as reported (GAAP) - 53 weeks 25.3%

Impact of the extra week 0.3%

Non-GAAP operating margin - 52 weeks 25.0%

CHINA/ASIA PACIFIC

Operating margin, as reported (GAAP) 35.0%

Operating margin, as reported (GAAP) - 53 weeks 21.5%

Starbucks Japan acquisition-related items(3) 1.8%

Non-GAAP operating margin - 53 weeks 23.3%

Impact of the extra week 0.2%

Non-GAAP operating margin - 52 weeks 23.1%

EUROPE, MIDDLE EAST AND AFRICA

Operating margin, as reported (GAAP) 5.5%

Operating margin, as reported (GAAP) - 53 weeks 13.5%

Costs incurred on sale of Germany retail operations(2) 0.2%

Non-GAAP operating margin - 53 weeks 13.7%

Impact of the extra week 0.2%

Non-GAAP operating margin - 52 weeks 13.5%

CHANNEL DEVELOPMENT

Operating margin, as reported (GAAP) 29.7%

Operating margin, as reported (GAAP) - 53 weeks 41.8%

Impact of the extra week (0.1)%

Non-GAAP operating margin - 52 weeks 41.9%

(1) Includes ongoing amortization expense of acquired intangible assets 
and transaction and integration costs, such as incremental IT and 
compensation-related costs associated with the acquisition.

(2) Includes costs incurred in Q3 FY16 associated with the sale of Germany retail operations.

(3) Includes ongoing amortization expense of acquired intangible assets associated 
with the acquisition; FY16 also includes post-acquisition integration costs, such 
as compensation-related costs.



Non-GAAP 
Reconciliations
$ IN MILLIONS, 
EXCEPT PER SHARE DATA

NON-GAAP EPS RECONCILIATION FY13 FY14 FY15 FY16

Diluted net earnings per share, as reported (GAAP) $ 0.01 

Litigation charge 1.83 

Gain on sale of equity in Mexico joint venture (0.02)

Gain on sale of equity in Chile and Argentina joint ventures (0.03)

Income tax effect on Non-GAAP adjustments(1) (0.68)

Non-GAAP net earnings per share $ 1.10 

Diluted net earnings per share, as reported (GAAP) $ 1.35 

Litigation credit (0.01)

Net benefit from transactions in Q4 2014(2) (0.04)

Income tax effect on Non-GAAP adjustments(1) 0.03 

Non-GAAP net earnings per share $ 1.33 

Diluted net earnings per share, as reported (GAAP) $ 1.82 

Starbucks Japan acquisition-related items - gain(3) (0.26)

Starbucks Japan acquisition-related items - other(4) 0.04 

Debt extinguishment-related items(5) 0.04 

Income tax effect on Non-GAAP adjustments(1) (0.02)

Other tax matters(6) (0.04)

Non-GAAP net earnings per share $ 1.58 

Diluted net earnings per share, as reported (GAAP) $ 1.90 

Starbucks Japan acquisition-related items - other(4) 0.04

Sale of Germany retail operations(7) -

Income tax effect on Non-GAAP adjustments(1) (0.01)

Other tax matters(6) (0.01)

Non-GAAP net earnings per share - 53 weeks $ 1.91 

Impact of the extra week (0.09)

Income tax effect on the impact of the extra week 0.03 

Non-GAAP net earnings per share - 52 weeks $ 1.85 

(1) Income tax effect on non-GAAP adjustments was determined based on the nature of the underlying items and their relevant jurisdictional tax rates.
(2) The net benefit from transactions in Q4 FY14 relates primarily to a $0.05 pre-tax gain on the sale of our Malaysia equity method investment, partially offset by a loss on the sale of our Australia 
retail operations and transaction costs incurred in Q4 FY14 related to the acquisition of Starbucks Japan.
(3) Gain represents the fair value adjustment of Starbucks preexisting 39.5% ownership interest in Starbucks Japan upon acquisition.
(4) Includes ongoing amortization expense of acquired intangible assets and transaction and integration costs, such as incremental IT and compensation-related costs associated with the acquisition.
(5) Represents the loss on extinguishment of debt ($61.1M), which is comprised of the cost of the optional redemption provision, unamortized debt issuance costs, and unamortized discount 
associated with the $550 million of 6.250% 2017 Senior Notes redeemed in Q4 FY15, as well as the related unamortized interest rate hedge loss ($2.0M), which was recorded in interest expense.
(6) Other tax matters include the incremental benefit from additional domestic manufacturing deductions claimed in our U.S. consolidated tax returns pertaining to periods prior to FY16.
(7) The sale of Germany retail operations is net of certain costs associated with the transfer of these stores to licensed stores.



Non-GAAP Reconciliations
$ IN MILLIONS, EXCEPT PER SHARE DATA

FREE CASH FLOW RECONCILIATION FY13 FY16

Cash dividends paid $             628.9 

Repurchase of common stock 588.1 

Cash returned $         1,217.0 

Net cash provided by operating activities $         2,908.3 

Additions to property, plant and equipment (1,151.2)

Free cash flow $         1,757.1 

Cash returned as a percentage of free cash flow 69%

Cash dividends paid $         1,178.0 

Repurchase of common stock 1,995.6 

Cash returned $         3,173.6 

Net cash provided by operating activities $         4,575.1 

Additions to property, plant and equipment (1,440.3)

Free cash flow $         3,134.8 

Cash returned as a percentage of free cash flow 101%

CORE GENERAL AND ADMINISTRATIVE EXPENSES (G&A) FY12 FY13 FY14 FY15

G&A expenses (GAAP) $      801.2 $     937.9 $     991.3 $     1,196.7 

Normalization of Starbucks Japan G&A expenses (1) - - - (74.5)

Company initiatives (2) 4.3 (22.7) 9.7 (12.3)

Non-routine items (3) - - - (49.2)

Normalized G&A expenses (Non-GAAP) $      805.5 $     915.2 $  1,001.0 $     1,060.7 

Normalized G&A expense growth- FY13, FY15 14% 6%

FY15 FY16

G&A expenses (GAAP) $    1,196.7 $   1,360.6 

Starbucks Japan, transaction & integration (13.6) (10.0)

Company initiatives (2) (12.3) 4.6 

Non-routine items (3) (49.2) (41.4)

Impact of the extra week in FY16 - (16.5)

Normalized G&A expenses (Non-GAAP) $    1,121.6 $   1,297.3 

Normalized G&A expense growth- FY16 16%

(1) Normalization of Starbucks Japan G&A expenses includes transaction and integration costs associated with the 
Starbucks Japan acquisition; it also adjusts for incremental G&A incurred in FY15 associated with the change in 
Japan's ownership upon acquisition.

(2) Company initiatives primarily include leadership conferences, donations made to the Starbucks Foundation and the 
re-alignment of certain insignificant digital expenses that were previously recorded to other operating expenses prior 
to Q4 FY16.

(3) Non-routine items primarily include certain corporate  accruals.
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