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PRESENTATION
Operator

Good day, ladies and gentlemen, and weltome to the Ethan Allen FY16 first-quarter earmings release conference call, Now, Dwill introduce your
hostior today's conference Mr. Corey Whitely, Executive Vice Presdent, Adrimstration and CFO. Please bagin.

Corey Whitely - Ethan Allen interiors fnc. - EVP of Admmin istration & CFO

Thank you, Latesf, and good afternoon, everyone Welcome to Ethan Allen's eamings conference call for our Y16 first quarter ended Septermber
20, 2015, This call is being recorded and webcast live on Ethan Allen.com, where you will alse find cur press release which confains supporting
details, including recondaliations of non-GA AP information referred toin the release and on this call As areminder, our cormments taday will incude
forward-looking staternents that are subject to risks and uncertainties, which could cause actual results to diffar materially.

Pleaze refer to our SEC filings for a complete review of thase risks. The Cornpany assurmes no obligation to update or revise any farward-looking
matters discussed dunng this call. Also joining the call todayis John Badford, our Vice President, Corporate Controller, After our Chainman and CEQ,
Fareoq Kathwarl, provides his opening remarks, | will follow with details on the financial results, Farooq will then provide further updates on our
ongeing business mitiatves, before o pening up the telephone lnes for guestions. With that, here is Farooq Kathwar,

Farcoq Kathwarl - Ethan Alten interiors fnc. - Chairmen & CEQ

Yas, thank you, Corey, and thank you for partiapating in our conference call to discuss the results of our first quartar, ending Septembsar 30, 2015,
Weare pleased with our results, considering we are in the midst of a substantal ransformation that is |leveraging our umque vertically integrated
structure, while repositioning owr offerings, interior design natwerk, our technolo gy platform, manufacturing and legistics, The main financial
highlights of the quarter are gross margin of 55%, operating margin of 11%on 51904 million sales, which were flatfrom the previous-year quarter.

Earnings par share of 5046, compared to adjusted EPS of 50.44 last year, EBITDA of $25.7 million, or 13 5% of sales. A dividend of 54 milion during
the quarter increased 38% from the previous-year first quarter, With a healthy balance sheet of cashand securifies of $95 million as of September
30,2015, and no net debt, we are wellpasitionad to execute our initiative o raise up o $250 millon in the debt markets, as previously announced.
‘Writtan orders for the Company Retail division decreased 9.3%, with comparable decraasing by 9.8%.
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As mentioned in our prior release on October 19, 2015, the tirming of our marketing inttiatives had an impact on our written erders during the
quarter, We are, however, seaing increased trends of written orders in October 2005 and we expact stronger written orders in the second quarter
and moving forward. s we have discussed in the past, | will be discussing in greater detal about transformational strateqy. But before | do that,
Coray will give a brief overview of our financials,

Corey Whitely - Ethan Allen Intariors fnc. - EVP of Administration & CFOD

Thank you, Farooq. We ended our FY16 first quarter with stong operating metrics and earmings, Met sales for the quarter of $190.4 million were
17 basis pomnts off, compared to prioryear penod sales of $190.7 milkon, which were impacted by tirming this year of our marketing programs, and
the annual prceincrease. Qur manufacturing achisvedincressed efficiencies that contributed to a strong growth margin of 55% for thefirst quarter,
same as in the prior-year first quarter. The Retail segment net sales for Se first quarter were 76.7% of consolidated net sales, compared to 76.1%
during the FY15 first quarter.

Consolidated operating incomefor thefirstquarterwas $20.2 million, with anoperatingmargin of 1196, cempared to $20.5 million inthe prigryear
firstquarter, with an o perating margin of 10,7, and adjusted o paratingincamein the prioryear penod of $2 1.0 million, with an adjusted operating
margin of 11.5%, There ware no material adjustments this vear, And in the prior year, the adjustments eccluded § 1.4 million expense assodated
with the disposition of real estate. Additienal operating expenses this year priman ly related to increased advertising @opense up about 15% this
quarter, a5 compared to the prior-year quarter.

‘With the extended time of our current premetions running threug h Decemiber 31, along with our sirong September 76 -page magazine, and mix
of TV, printand electrome media, thefirst-half advertising cost was somewhatfront-loaded in thefirst guarter, due to a heawy September. However,
e eagpect our adwertising costs for the first six months of FY14 to level out, with an overallincrease of approximately 5% to 796 over the prior-year
firsthalf, Wholesale division et sales of $120.5 million for the first quarter decreased 3.3% from the prior-year pariod, when we banefited from the
strong shiprments from the Phase 1 new product introduc rons.

Wheolesale first-quarter oparating income of $2006 million, with an operating margin of 17,1%, compared to 17.3% operating margin, and 17.7%
adjusted operating margin, for the firstquarter of FY15 Retail division net sales for thefirst quarter increased 0.79%, and produced operating income
of 1.6 million, for an operating margin of 1.1%, comparaed to an operating margin of 1.2%, and an adjusted operating margin of 1.8%, for thafirst
quarter of FY15, Retail division comparable net sales increased 02% for Shefirst quartar, Retall division profitability was impacted by clearance
sales, as wall as higher adwertisng expense.

Comparablewritten orders by the Retail divistonfor thefirstquarter of FY 16 decreased 48%, compared to thefirstquarter of FY15, and total writhen
orders decreased 9.5%. Qur global Retal market network includ ed 200 design centers at Septermber 30, 2015, compared to 294 in the prior year.
TheCompany operated 145 design centers, incduding 7 Internationallocations, and ourindependentretailers operated 155 design centars, including
S8 International locations, as of September 30, 2015 This compared with 143 Company eperated, including B International and 151 independently
operated, including 92 International locations last year.

CQur global Retall network had a total of 105 International locations at September 30, 2015, and 100 in the prior year. For the FY16 first quarter,
International sales accounted for 11.9% of owr consolidated net sales, compared to 12.1%in the prior year. Net ncorme for the first quarter was
5131 million, or$0.daper diluted share, compared to $11.9million, or $0.41 per diluted share, in the pricr-year first-quartar, Adjusted netincoms:
in the prior-year first quarter was $12.8 millien, or 5044 par diluted share, Qur normalized income tax rate for both the currentand prior year was
approxima tely 36 5%, Our effective tax rate was 356,19 this quarter, and 36,69 for the prior-year quarter,

Please refer to our press release reconaliation @bies showing the adjustments made to our results for all period s, W strengthenad our financial
structure during the quarter, and our balance sheat at September 30, 2015 i healthy, positioning us well a5 we work with lenders to rase up to
5250 million in debt. At September 30, 201 5, there were 3744 million sutstanding under our credit facility, together with 50.2 million of standby
latters of credit, leaving 574.8 million of availability, For the FY14 first quarter, we genarated $16.1 million of cash from operations.
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Qur total cash and securities at September 30 totaled $94.2 million, a decrease of 540.4 million compared to September 30, 2014, mostly due to
the 5556 million reduction in debt, For the quarter, waalsoe paid out dividends of $4 million, an increase of 28% compared to e prior-year quarter.
There were io share repurchases this quarter, and our remaining repurchase authorization at September 30, 2015 was 2.5 million shares. Our
first-quarter capital ependitures totaled 53,1 million, compared to $5.4 million in the prior vear,

Weexpect total FY16 capital ependitures of $22 to 25 million, a3 we continue o invastin new technology in the Retad and Wholesale segments,
35wl asincur capital expenditures related to improving and growing our desgn centers and manufacturing, induding the announced expansion
of our Mexdco facility. Imventory of 51566 million decreased slightly from Septermnber 30, 2014, With that, lwill pass it badk over to Faroog.

Fareoq Kathwarl - Ethan Allen Interiors fnc. - Chaiman & CED

Thank you, Corey. As we have discussed in the past, we are aggressively pursuing a ransformational strategy, repositioning Ethan Allen as a leaner,
vartically integrated interior design Company, We balieve that beginning in FY 1 7, we will bewe -positioned to begin an accalerated growthphase,
towards sales of $1 billion, atwhich level we expact to indease our operating margemns from our current industry-leading 11% toabout 1 5%, & brief
owervies of our various initiatives and offerings.

hs discussed, Phase 1fecused on casual designs and was infroduced to consumers in winker of 2014, Phase 2, referred to as Gaorgetown, facusing
on fomnal elassies, was introduced to conswmers in May/lune of 2015, And Phase 3, referred to as Rormantic Jasscs inspired by European attnibutes,
sty French and Italian, i3 just now getting into our design centers. Phase 4, covering attributes of classicswith modarn attitudes, are schaduled
to be marketed from late spring 2016, Regarding our design center network, in Morth America, our focus remains to attract talented interior
designers, to add to our qualified tearm of 1,500 designers.

Last waek, wa had our annual interior design recognition conference at our Danbury headquarters, and recognized ower 200 of our top interior
designers One of our major competiive advantages is the talent of our 1,500 m-house interior designers, supplermanted with about 5,000 interiar
design affiliates, resulting in abowt 70% of product custom-made to order, when orders are received, This makes Morth American manufacturing
vary advantageous, and also helps in inventory and cash managementand lower retums. We alse continue to open new design centers, and are
renovating existing design centers,

During Helast sixmaenths, we've openad new and ralocated design centers in Philadelphia; Pittsburgh; Wichita, Kansas; Toledo, Chio, And under
canstruction are design centers in San Francisco; in Balemore Mardand; Cranston, Rhode |sland; Hyannis, Massachu setts. We're also continuing
our aggressive plans of renovating existing design centers, including major — including, currently, our major design centers in Chicago, Atlanta,
Zan Diege, Toronte, Rockvillztwhich is a suburk of Washing ton, DC), Norwalk, Connecticut and others, Internationally, we alse continued to make
progress. This quarter, a number of flagship lacatonsin major aties in China are being renovated, and a new design center in Zhejiang, China was
opened, During the quarter, we openad our firstlocation in Hanowver, Gemnany, and expect to open sevaral others in the next 12 months,

Weare harnessing technology to drive growth. We continue to add technology at all levels of our busiess, to create a dynamic omni-channa
enviranment, This also includes investing in our tachnolegyinfrastucture, induding digital, retail, manufa cturin g, operations and logistics platforms,
to seamilessly provide infermation across our virualhy-integrated Company.

By effectivaly combining technology with personal service of our interior designars, we have a unique and relevant structure for sale of furniture
and furnishings, where parsonal service and the abdity to see the product prior to purchase is important to increased sales, higher tickats and
reducing returm . About 9086 of our customers taday visit our wiebsite prior to coming to detign centers. We have rebranded our website, with the
focus of driving traffic to design centars in Morth America and interna fionally, With our 200 design centers in Morth America with dose proximity
towhera 70% of our targeted customers live provides us aunique opgeor tunity to have morequalified customersinteractwi th our interior designers.

This also halps create longer-term relationship and repeat business. We have also streamlined our website to increase onling sales. Transactions
are up 8% from F Y15, and conwersion rates are up 22%. We have continued apportunity te incease sales online while recognizing our unique
compettive advantage of personal mterior design service. Our continued facus 15 on manufactuning, and logistics alse. Despite introduction of
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new products, which results in inefficiencies to our manufacturing and logistics, they have performed well, and continue to improve operating
margins.

Wecontinue to investin our Morth Amiericanmanufacturing, which includes WS, Mexico and Honduras, During the last year, we made major capital
Invesiments to our LS manufacturing eperations, and recently announced plans to bulld a new 300,000 square footuphslstery plant adjacent to
oUT eurrent 240,000 squarefaot plant in Mexico, ata costof abaut $15 million.

‘We areaccelerating our marketing efforts, and we conftinua In the first quarter ended September 30, 2015, we eqpanded our direct mail magazines
by increasing the page countby about 30% in July and August cormpared to last year. And in September, as Corey mentioned, mailed a 76 page
directmail, 35 compared to about a 28 page in Septermber 2014,

hs wehave mentioned, tmeng of our marketing inttiatives had an impact on our wiitten business, and also on our advertising expenditures. Our
annual price increase this year benefited our June 30, 2015 quarter. In addition to managing the introduction of new products, we decided this
year to have anumbrella sale offer until Dacember 31, 2015 as comparad to ending each month, aswe did lastyear, This had animpact of changing
the tirmeng of written, and to some extent deliverad sales. As we have mentioned, we see Octo ber wiitten trending strong cormpared to last year.

&s Corey mentioned, our adwertising in thefirst quarter increased by about 15%, and part of itwill benefit our second quarter, Aswe complete the
Phase 4 of owr product introductions, make major headway in absorbing new products in our manufactuning, and complete a substantial part of
ourdesigncenter renovations, we plan to accderateour markating to help grow sales. With that, Dwill be vary happy to open it up for any quastions
and comments,

QUESTIONS AND ANSWERS
Operator
(Qperator Instructions)

Budd Bugatch, Raymond James,

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaiman & CED
Hello, Budd.

Babby Griffin - Rayrmond tames - Analyst

Good afternoon, Fareog and Corey. This is actually Bobby filling in for Budd, | appredate you guys taking my questions, Just real quick | was
waondenng if you can give some more detal areund the size of Phase 4's introduchion compared o the first three phases?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaiman & CED

Yes, Bobby, itis a good question. The Phase 4 actually s going to be semewhat larger than Phase 2 and 3. This i asl mentioned, these products
are classics with a modern attitude, and we believe will edpand our reach to a larger population base induding the millennials,

Bobby Griffin - faymond Jemes - Analyst
Ckay, soisitlarger than Phase2 and 3 combdned? Or larger than Phase 2 and 3 on their standalone baas?
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Inc Eamnin

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED
On the standalone basis.

Bobby Griffin - Rayrmond Jemes - Analyst

Cray. And then maybe could you also maybe provide a litle color, as with thefirst three phases, have you been able toreach thatyounger customer
i any of your datal Are you starting to see that rend change in your favor?

Farooq Kathwar - Sthan Allen interiors foc, - Chairnan & CED

Waare starting to see But kewpin mind thatPhase 1 was somewhat more on the casual side, and the Phase 2 and Phase 3 are more on the Jassics
and the Remantics, And whilews have made semeimpact, the majer impact is going to be madein Phased, whichis geing to directty impact, you
might say, theyounger, themillennial customers, whech | think you referred to.

Bobby Griffin - Rayrmond tames - Analyst

Okay, | appradate the color. And then one last oneforme | noticed thers, in therelease, there wasn't any shares bought back this quarter, Canyou
maybe just give a lite additional thewghts en the share buyback, a5 we mowe forward?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaiman & CED

Yes, we did not. We arein the pracess, as we have discussed, of loaking at a total capatal structure of raiang $250 million. As we do that, we will
take alook at fhe utilization of those funds, whether in dividends, whether in share rapurchases. And that we will do a3 soon as the funds have
breenraised, and our Board is able to makea deasion

Baobby Griffin - faymmond James -Analyst
| appreciate you answering iy questions, and best of luck going forward.

Farooq Kathwar - Sthan Allen interors foc. - Chafrnan & CED
Thank you, Bobby,

Operator
Brad Thormas, KeyBane Capital Markets.

Farooq Kathwar - Sthan Allen interiors foc. - Chafrnan & CED
Hello, Brad,
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Brad Thomas - Kevilanc Capital Markets - Analyst

Hi, good afternoon, Farooq and Corey. Let's see here My first question, if | could, would be around promaetions. And | was wondering, Faroag, if
you could just give us a litte bit more detail on why you decided to change the prometional cadence? It had seemed that the more frequent
manthly discounts, as opposed to the longer-tarm onas, that the mure frequent ones are bether at driving sales, Why did you deade to change
that?

Farooq Kathwar - Sthan Alten interiors foc, - Chairnan & CED

I think, Brad, thatis an important question, And the reason was that with Phase 2 and Phase 3 being infroduced, Phase 2 cama into our design
Centers on May and June Phase 3 just coming in, We neaded to make sure that wewould have the abality of making these products, getting them
into the design centers, and not necessarily advertise them, and not be able to deliver on tirme. Where there's too mudh is happening at, and a
limited peariod of tims.

hnd thas ability for us te have alonger shelf life of our dwect mail magamnes gives us an opportunity of having the product come in. And even if it
isalitdabitlater, it does notmiss the opportunity of advertising, That's why, forinstance, if you take a look at our magazinein October, which also
will be Mowember, some of the new products, which is Phase 3, has come in early Novemnber, | mean eary October. Some will come late October,
sormein Movernber. This gives us an opportunity of making sure thatwhen we advertise, thatwe get the benafit of it, bacause in avery compressed
tirme, wi areintroducing a lotof products.

Then also, on the manufaclunng sde, even though, a3 | mentioned, we have our manufactuning has done axtrernaly well. But we do have on one
hand, lwould like to have mora sales. On the other hand, because of our unique structurs of making the products in our own waorkshops hare in
Morth America, we have got o manage that process, too, Now conversely, if we had done what many others have dene and they have dongit
successfully that they develop a product line have it made offshore, get itin large quantities, put it on sale, and they can sell it In our case we
make the product, and than 70% of thatis made after it is sold to the customer.

And our modelis different than a madel whereby you go out and buy the product and sell it, and be able to service it 50 senicewas an mportant
factorin taking ourpromotion s calendar to alonger period than wa've dong in the past Now going in January or February, March, we are looking
at it to see whether we would be in 2 better pasition for especally the products that hawe been inroduced in Phase 2 and 3, so that we can go
back to our monthly rarketing that period. But then, after that, we're going to be introdudng the Phase 4. But Phased is not going to impact the
third quartar of this fiscal year, Brad.

Brad Thomas - Keviianc Capital Markets - Analyst

Gotyou. That's helpful, thank you. And then just with respect to understanding the cadence of the business, and how much badklag you have, 5o
thatwe can maybe think about what revenues are going to look like going forward. | guass as will look at tha four th-quarter written comp of 10%,
and this first-quarter comp of almo st negative 10%, is this really a case of timing, where a lot of sales fell in the fowrth quarter rather than thefirst
quarter? And so as we stand here today, there's really not a backlag to wark through? 15 that the way to think abaut it, if you blended thase two
quarters together?

Farooq Kathwar - Ethan Allen (nteriors fnc. - Chaiman & CEC'

Itis a litthe bit more complicated, because of the nature of qustomization, because the nature of all this product Forinstance, you are right, our
orders did fall into the fourth quarter. But agasn, our Retall backlog as of Septermber 30 is about 3.5%. %o our Retail backlog has increased, and not
decreased, despite the fact of these written orders, S0 it has also a lot to do with the fact of customization, and our process of making &l thess
products, Ansther thing is that the October increa se in business will have 2 positive impact on deliveries in this quarter, if that's your next question.
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Inc Eamnin

Brad Thomas - Kevilanc Capital Markets - Analyst

Gat you, Okay. And if | could just ask one last queston about the Board, a3 you approach your Annual Meeting here. | know there's a couple of
Directorswho | believe are stepping down arretining from the Board, Maybe could you just talk a little bt aboutwhy you think the Board membeers
thatyou are putiing up are the right ones for the Company?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED

Wehave Brad, onlyactually last mght fded our prosy. Andwe also filed, early this morming, 2 strategic letter grving all these reasons why the Board
membsers that are comingin arevery qualified, and will add a lotof value 5o lwould suggest that, because all of that information is in our proxy,
and the strategicletter that has bean filed, if youwant to, | can have Corey forward it to you, the strategic letter, which is 2 pulblic decument.

Brad Thomas - KevBane Capital Markets - Analyst
Al right, I'will go readit. Thank you, Farooq,

Farcoq Kathwarl - Sthan Alten interiors fnc. - Chairmen & CED
A\ right, Brad, thanks,

Operator
Johin Baugh, Stifel.

Farooq Kathwar - Sthan Allen interiors foc, - Chafrnan & CED
Helle, John

JohnBaugh - 5tife! Nicolsus - Analyst
Thank you. Good afternoon. Status of the bond deal, Fareoqg?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED

If wou falks were ta just stabilize these markets, and don't tell us that Fiere is some sort of - what do you call the word = disruption of whatever.
John, as we mentionad in our press release last wadk, we had discussions with 3 number of leading nstitutions, And we received fromwhatwe
undarstand from our bankers, very positive comments. Butin the nextweek or so, wewill be making a determination whether itis the right ime
ta g, and mastly, we're looking at the rates, As you know, | don't like to pay alot

JohnBaugh - Stifie! Micolaus - Analyst
Chay. Any price talk that you could share with us at this pont?
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Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED

That's what F'm saying the pricing is a factor. | just want to make sure that the price 12 right, becausewe are notin huiry te getit There s nothing
—wi don't-- wa are notin an urgentmatter to gat this [ want to make sure wa getitat the right price.

JohnBaugh - 5tife! Nicolsus - Analyst

Ckay. And then help us understand, 5o you wentfrem a monthly to, | quess this quarter will be a quarterly promaetion, Would we expect to see
orders prle upin December to beat the end of that promation? You mentioned O¢taber wasup or strang. First of all, whatis October tracking? And
than how would you egpect the cadence of the promotion towork, in terms of orders written?

Fareoq Kathwarl - Ethan Allen [nteriors fnc. - Chaiman & CED

I think it will e urmise to start giving nurmbers, other than to say itis srong becausewe still have a long way to go to the end of the quarter. But
to answer your question, wa would egpect thatmest of the business will come in October and Movember, But generally, as you know, Decarmber
s notas strongfor our overall furniture It is somewhat stron g for accents, S we should expect to getmastof this businessin October and Movermber,

John Baugh - Stifel Micolaus - Analyst
Okay. And then could you comment on your International busnesses, particularly Chana?l Whether you are seaing anythng there?

Farooq Kathwar - Sthan Allen interiors foc, - Chafrnan & CED

Yas, we have been watching it carefully, We have had good mestings. In fact, about two weeks back, 10 members of our Associates from China
ware hare. They are very positive, And interestingly, what we hear is, their business seemes to be holding and our business is increasing, actually,
i China And they are actually mvesting a great deal in renavating a nurmber of ther design centers in leading markets, And thereason, | believe,
is this, that as happens in all good time, a lot of folks come into to business fast, and those are the ones who go out fast The ones who have a
compeltive advantage, the ones who provide - have the ability to survive they are ones that are doing well And owr partner in Ching is very
stable, and is daing well. And our business i up, and we understand, fram them, their business |5 holding up teo.

JohnBaugh - Stifef Micofaws - Analyst

And Faroog, we haven't heard anything yat, havews, on the government contract?

Farooq Kathwarl - Sthan Alten interiors fnc. - Chairmen & CEQ

I don't know why the gowernmeant is 5o slow;, John. We have been ready, we've spent a lotof effort and time. And Dan Grow, who heads it We
expect = they tell us that they were waiting for their fiscal vear to end, and that they would doitin October. And they tell us any day, but we've
got to just have them make the dedision.

JohnBaugh - 5tife! Nicolsus - Analyst

Cray. And my last question 15 just, a5 candidly as you can, feed back from either your designers or your Bcengeas, store managers, what have you,
on the product changes you've made, good and bad?
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Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimman & CED

We had, lastweek, 200 of our top interor designess here. These are thefolks who write about aver 5200 million of business. For the last 20 years,
Wi have baen recognizing them Mot only do we disouss with them our current products, we slso discuss with them our new offerings. Thay are
axremaly motivated, They believe we are absolutely on the right track

And obviousty, a5 much of product as we've introduced, some product does edtremdy wall, someisin the middle, and some has peor results, That
happens all the time, But owerall, the reaction is wery favorable keeping in mind most of the product came inte gur design centers in June of this
year. o itis a relatively short periad of time June, May!lune, i when second phase, which was a very important mtroduction. And the third phase
isjust gettinginto design centers now. Solwould say that the reaction is positive, and that we expact to have positive increases in our sales, John

JohnBaugh - 5tife! Micolsus - Analyst

And | lied, | have one more And that was, could you be a littemare desaiptive of the promotion? What percentage of the products you haveon
sale! What the sale discount rate 57 And then how fe December quarter may of may not be influenced by any clearance of older floor samples,
product in thewarehouss, et catara?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED

When you look around and see the kind of prormetion that are taking place every day, folks are selling products, or at least adwer tigang 409 Lo S0%
off. 308, 5086, 40%, itis crazy out there. Because of our nature of our busingss, and thecredibility of our 1, 500interior designess, wehave to maintzin
credibility, Forinstance, in the last two weeks, we just offered a special offer, which we called Start Somathing Beaufiful, and getong Ethan Allen
areatitenn at a 309 saving, oneitem,

Ithad avery extremely positive reaction by our dients, and even new people because at Ethan Mien, they recognze survalue, And whenwe give
one iterm on 308 off it really has had a major impact Mow, we don't want to fall mto the trap of having those knds of discounting. But overall,
John, most of our products are sold ata savings of batwesn 10% to 200, but the general, the median, is about 15%, is whatwe give a5 a discount.

JohnBaugh - 5tife! Nicolsus - Analyst
Would that be on the enfire product line?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED
Itwould be, yes.

JohnBaugh - Stifel Micofaws - Analyst
Ckay. And then lastly, are you deing anything with financing, in terms of the pramations?

Farcoq Kathwarl - Sthan Alten interiors fnc. - Chaitmen & CED

Financing, Yes, lohn, we always offer a number offinancing optiens. And mastly interest free most of fhe time, they have to pay a manthly payment,
and it s working well.
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JohnBaugh - Stifel Micolsus - Analyst

Was it more aggressive, of similar to what you've offered before, in terme of the term, or the rate, or what have you?

Farooq Kathwar - Sthan Allen interors foc. - Chafrnan & CED
Noyitis about similar,

JohnBaugh - Stifel Micolsus - Analyst
Aot sirmilar. Thank you very miuch. Good luck.

Farooq Kathwar - Sthan Allen interiors fac. - Chairnan & CED
Al right, John,

Operator
Jeremy Hamidin, Dougherty & Company.

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED
Hedlo, Jeremiy.

JeremyHamblin - Oougherty & Company - Analyst

Good evening guys, thanks for taking the questions. | wanted to just build on that last point abowt the 20% off, And firstjust azk, on the margin
side and gross marging, and you hawe been getting fairly consistently up in this 55% range running thase types of promotions, whidh is unusual
far the Company historrcally. 15 that likely to have a negative impact on your gross marging? Specifically as we look forward into the December
quarter, and then bayond that?

Farcoq Kathwarl - Sthan Alten interiors fnc. - Chairmen & CEQ

Jeremy, obwioushy, we have bean watching itvery carefully, We have been able to maintain 55% grass margin despite many, many challenges at
our manufacturing level, at our retail level. Our retailers had to absorb all the clearance products. And because of that, the operaling margin is
about 1% or so, whichis very, very low, Think of this, that our operating margin at retail should be, or was, anywhere betwasn 3% to 5%,

At a 3% operating margin, even at the current rate of sales, our overall Company operating margin has the opportunity of going fram 11% to close
to 139 Thats just atour currentleva, So our opportunity atretailis to increase our marging. And | balieve that, with all thesa promotions, everything
we have going, we have the opportunity of confinuing dose to the gross margin that we have.

JeremyHamblin - Oougherty & Company - Analyst

Okay, letmaebuild on that, then, with a follow-up. And you mentioned that the 0% off promotion has been very positive reaction at this pointin
timee, And that you seea lotof competitors who arenotwertically integrated running 309, 40%, 50% off, really eye-Catching, eye-popping marketing
taals, to get custorners into the store.
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In thiz ra, in which the custorner is looking for a deal acrass retail, does the fact that you guys arevertically integrated, and if the margins or the
discounting has to be higher, simply to get the sale done, does that put you atall 2t a disadvantage? |s that part of the reason why your sales have
notbeen alithe bit higher cormpared to some of your peers? Or can you help me think about that a kittle bt better?

Farooq Kathwar - Sthan Allen interors foc, - Chafrnan & CED

Jeremiy, thatis one of thereazons. Obwiously, we can have more sales, and not have 55% gross margin, We could have more sales, and have more
returns. We could have more sales and higher inwentories. Soitis 2 balancing act We run a business, kesping in mind thatwe've got to not only
hawve sales, but we've got to have appropriate marging. We control our inventonies. We have gaod cash flow.

Zo those are things that--1 don't want to increase our sales, and not have the disapiines of runming our business with those sound metrics that |
mentioned. Yes. We could do more sales, f we dedded to go outand buy alot of product from overseas, bulld and inventory and sell i, yes, we'll
haverore — and putit on sale, 30% to 400 off. Butitwould change our modal,

JeremyHamblin - Dougherty & Company - Analyst

Let's take that a step further, then. And in the release and in your talking points, you address the goal of getting to $1 billion in sales, with 15%
operating margins, And it sounds like you are not expecting a ton of growth this year, that you are thinking you are putting the pieces in place to
grow from here Help me think about the bridge of how we getfrom $750 million runrate of sates to 51 billion.

How much of thatis coming froman increase in the numbaer of stores or company-owned stores? How much of thatis coming from Internet sales
increasing? Itisa big number, But over the last three years, the compounded annual growth has enly been about 196, and it sounds like you are
expecting relatively low growth this vear. How do we bridge that gap?

Farooq Kathwar - Sthan Alten interiors foc, - Chairnan & CED

You are talking about a 20% to 25% increase That's whatwe are talking about, and that is feasible. Bafore we spend the resource of advertising
and money, we need to make sure that offenings are in the place, our design centers arerenovated, we areable to serviceit, Because in our modal,
f we becorne too agaressive and don't senvice t, itbackfires. 20% 15 not someathing that we cannotdo, Jerermy. Thatswhatwe are talking of between
whare we are now and a 20% inarease, Within our easting design centers can do it let lone the new ones thatwe plan to add.

JeremyHamblin - Dougherty & Company - Analyst

Sofyouarelookingatgettinginte thatnumber, itis — you fed like, without substantial additions, thatit's really a combenation of growthin Internat
sales, as well ashaving your standard box, the average unitvalumes, increasing fairly substantially? |5 that theway | should be thanking about this?
(multiple speakers) Thisisn't sbout unit growth atall?

Farcoq Kathwarl - Sthan Alten interiors fnc. - Chairmen & CEQ

Yes, you see we did ower 51 billion a few years back, with design centers that were net as strangly positionad as we have them today, Interior
desigriers that was not as strong as we have them today. In the last five, 5% seven years of when we did §1 billion, we have changed almast half
of our interior designers, More qualified, more entrepreneurial. We have continuad to put our design centers in the right places, We have added
technology.

And kespin mind, 251 5aid, we have been improving our technalagy, 90% of the folks who are coming to our design centers have gone already to
ourwebsite The good news is, theyare more qualified, Seven years back, theyused to de window shopping and fake alotof imewith our interior
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designers. Today, when thay coms in, they are qualified, So | think opportunity of deing 2006 within our exdsting structureis very feasible, and we
could even do more 25 we epand nationally and internatio nally,

JeremyHamblin - Dougherty & Company - Analyst

Ckay, great Just one additional question. This is maybe for Corey, as wiell. So vou had == if | go back to the last quarter, you had 11% increasen
written ordars, You had a retail backlog that incraased almost 19%, and that's corne down to 3.9%, And your Wholesale backlog at the end of Q4
was up 519 million, but that did not really translate to sales, Whathas changed in the dynamic, whare the fairly stable corretation thatthe Company
has mstarically had between wiitten orders, itis notvery predictive anyrmore, in terrms of how the next quarter's deliverad sales numbser is?

What - should linterprat this a5 you just did not sell a kot of accents, or things thatwould be much shorter imeframe on deliveny? Thatyou sold
more goods that are & to 12 weak delivery imes? O thatend of July and August were so weak that none of those delveries helped theend of the
Sapternber quartar, Bacauseitis kind of a head scratchar for me, as to where the sales leve came out.

Fareoq Kathwarl - Ethan Allen [nteriors fnc. - Chaimnan & CED
Al night, Corey, go ahead. Try to answer it (laughter) Go ahead.

Corey Whitely - Ethan Allen interiors fnc. - EVP of Admmin istration & CFO

You asked a lot of question thera. Jeremy, in my remarks eadier, | did not mention the undeliverad backleg for retail, because that numberis 2
harder number to really caloulate and project off of, Truly, our nat sales are the maost predictable, froma consistency standpoint, from pariod to
peniod, Because written orders are so dependentupon the tming in the quarter, of when they occur.

And on the Whaolesale side, the cadence of thewr shipments, which can fluctuate from two to four to sixweeks, in those windows, and the tming
of the orders all have an mpact 5o itis notas easy to track on the undelivered.

Farooq Kathwar - Sthan Allen interiors foc, - Chairnan & CED

Jererny, many years back, we were the ones who started this written sales, And the written sales appear at the end of the period. If you don't end
the sale at the end of the manth, it changes. We could have 2 much greater sales two weeks later, which does notreflect the quarter, So they are
becoming more unpredictable than (twas before.

JeremyHamblin - Oougherty & Company - Analyst
Great, Thanks, guys, appreciate you taking my questions,

Farooq Kathwar - Ethan Allen (nteriors fnc. - Chaiman & CEC'
Al night, Jeremy,

Operator
Kristine Koerber, Barnington Research.
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Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimman & CED
Hello, Knistine,

Kristine Koerber - Barrington Research A ssocfates, inc. - Analyst

Hello, good aftermoon. A couple questions. just wanted to confirm 5o you stated in the prass ralease that you expect to resums growthin Friz.
S arewe talking anather nine months of disuption to the buaness? And what should we think about, a5 far as the clearance merchandise, asyou
getinto Phase4?

Farooq Kathwar - Ethan Allen (nteriors fnc. - Chaiman & CEC'

Yes, we did say that our main spportunity of substantial increase should start from FY17, That does not mean thatwe would not grow our business
in the next six months.

Kristine Koerber - Barrington Research A ssocfates, inc. - Analyst

Okay. And then as far as dearance, s that going to be a major disruption over thenext couple of quarters? Where do you stand with the clearance
products, especilly as you gatinte Phase 47

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED

Itwill continue the way we have it now. Keep i mind, in our striscture, we don't have outlet stores, Everything that we do i done throwgh our
design centers and sometimes through our service centers, And our objective will be to continue on the plan basis in the nextyear, to sl that
product, it will have some impact on our retail. But | think overall, as you can see, we have been able to maintain a2 good gress mangin for the
enterprise. And | think that is an oppor tunity we have.

Kristine Koerber - Barrington Research A ssocfates, inc. - Analyst

Okay. 5o | just wanted to darify thatitis not going to be any heavier than whatwe've seenin the past several quarters, on the clearance side?

Farooq Kathwar - Ethan Allen (nteriors fnc. - Chaiman & CEC'

May, youwould not Itwould beabout the same,

Kristine Koarber - Barringion Research Assodates, inc. - Analyst

Okay, fairenaugh. And then ac | think about Phase 4, vou indicated that Phase 45 larger than 2 and 3, on a standalene basis. Can you quan tfy how
big? Becausel was under the impression, when youinitially announced Phase 4, thatitwas going to be the smallast of the four phases. And now
itis tuming out to be the second-largest, Can you quantify how big that is going to be?

Farooq Kathwar - Sthan Allen interors foc, - Chafrnan & CED

Itis a hard question, Becau sewhen we talk how big, ithas a different implication in number of units, diffeentimplications in terms of the cost of
the products, Butlwill justsay, just so we canput this inperspective | would say thatin terme of overallinvestments, and the number of inwestrments,
maost probably will be in the range of about 15% or o higher than ether the Phase 2 or Phage 3.
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Kristine Koarber - Barringion Research A ssodates, inc. - Analyst

Ohay, that's helphul. And then justlastly, onyour longer-termtarget, 1o getto the $1 billkion, the additional 209%, 25% increase in sales, howimpartant
is the younger consumer, to reach that goal? And thenwhat is the timeframe to hit that 15% operating rmargin?

Fareoq Kathwarl - Ethan Alen Interiors fnc. - Chaimnan & CED

Weare already operating at 119% operating margin, which really is at the topin our industry, And thisiswith all these challenges that weare talking
about. ] think the oppartunity of increaang itis always there, We arenotgoing from 3% to § 5% we are talking from 1% to 15%. So the opportunities,
Kristine, is, itis not something lkea majer undertaking for us,

This is, | badisve, an opportunity of, as | said, just geing into normal operating margin in theretail of 3% to 6, take itfrom 1 1% to 13% Then we've
the opportunity of increaang our sales, Ourveriicallyintegrated business has a great operating leverage. So when wa talk ofincreasing our business
Iy 109 or 15%, 200, we have amajor operating leverage in our operating incorms,

Kristine Koerber - Barrington Research A ssocfates, inc. - Analyst

S0 asfar as iming, ratail to get to 13%, are we -- once this transformation is complete isitjust a couple years out? Or are wie talking five years,
seren years?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaiman & CED

Iwouldd think thatyou are going =- you should see continuous  mproverments even & wemaovelorward into the third and fourth quarter, you should
s that, we are not saying ware not going to make improvernents, evan at the 11% that we have, We have the opportunity of inaeasing from
whareweare. What we are saying i that from FY17, which starts June of nextyear, we have even a greater opportunity of increasing it

Kristine Koarber - Barringion Research Assodates, inc. - Analyst

Okay. And then to get to that top line target, the question wis, how impertant is the younger consurmer, the millennial customer, to get to that $1
billion? 15 that a key to reach the number?

Farcoq Kathwarl - Sthan Alten interiors fnc. - Chaitmen & CED
I don'tthinkitis a key, but itis important

Kristine Koarber - Barringion Research A ssodates, inc. - Analyst
Okay, thank you.

Operator
Cristina Fernander, Telsay Advisory Group,
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Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED
Hello, Cristina.

Cristina Fernandez - Telsey Advisony Group - Analyst

Hi, good evaning. lwanted to ask about the liftyou're seeing in October onwrittan orders. How much is that driven by that 30% off promotion on
oneitem, And should we see mare of these types of promotiens from Ethan Allen, going foraard?

Farooq Kathwar - Sthan Alten interors foc, - Chafrnan & CED

0% i3 creating a buzz. Itis getting ws new custormsrs, We talk of millennials, we can see 2 lot of millennials coming in, because they look uponit
and see that they can get started with Ethan Allen. 3o at the end of the day, they are of course buying a lof of other products. But the 30% gets
therm apportunity, especially o the millennials and the younger people, t came in and get started with Ethan Allen, You're going te see, continuously,
S0me innavative ways for us to get people, vat do not give away of alot of our margins.

Cristina Fernandez - Telsey Advisory Group - Analyst

Cray. And my secend questionis, when you think about the price increase that you did, hew much did that shift sales to thefourth guarter wersus
this quarter !

Farooq Kathwar - Sthan Allen interors foc, - Chafrnan & CED

Itis hard to say in June when the impact in the Juna alone, we had apprecamataly & 2086 increase in sales in the month of June That resulted in
abaut 10%, 11%. | think dose 11%, Coray, increase in gur written for the fourth quarter of lastyear,

Cristina Fernandez - Talsgy Advisony Group - Analyst

And how rudh = and as you thank == this 1ast quarter, how msch was July down as a result?

Farooq Kathwar - Sthan Allen interiors foc, - Chafrnan & CED
Somy?

Cristina Fernandez - Telsey Advisory Group - Analyst

Iwould assume the impact, then, of the priceincrease was mostly in July. How rudh was July downi?

Farooq Kathwar - Sthan Allen interiors foc, - Chairnan & CED

Wadon't give numbers for @ach month. But overall, a3 you see, we had a decling of 9.3% on total written,

Cristina Fernandez - Telsey Advisory Group - Analyst

hnd then one last question for Corey. Your GapEx this quarter was Delow the recent run rate, How should we expact that to trend, over the next
couple of quarters, to get to your target of 520 million to 525 mullion for the full year?
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Corey Whitely - Ethan Allen [nteriors fnc. - EMP of Administration & CFO
Start trending hegher in the second half, and this quarter will be probably close to par with where itwas in the first quarter.

Cristina Fernandez - Telsey Advisory Group - Analyst
Thank you.

Operator
{Operator Instructions)

Justin Bergner, Gabelli & Company.

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED
Hello, Justin.

Justin Bergner - Gabelli & Cormpany - Analyst

Hello, Faraoq. | should probably say good night at this point of the call. But thanks for fitting me in_| quaess my first quastion was just in regards to
amy differing trends across case goods versus upholsherny versus accassones?

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & (D

Wehave continued to see increase in upholstery, and now also accents and accessories. So somewhat stabile, in terms of the ratios between the
threee, with dightincreases somewhat morein accassorias.

Justin Bergner - Gabelli & Company - Analvst

Okay. Switching gears, how does Ethan Allen think about combating seme of your competitors that are ying to move up to your price segment
from e ow?

Farooq Kathwar - £than Allen (nteriors fnc. - Chaiman & CEC'

Justing this has been something we have been combating all our lves; itis nothing new. Mow in fact, what's happened is that, especially in the last
15 years, with globalization and commaditzation, furniture came in, especially case goods, even upholstery, due to the factit was bang made
offshore at fairly lower prices. Everybody was affected by lower margins and deflation. It stoppad, to some degres, | think, in the last couple of
years, we have not seen that If anything, we've seen price indreases comingin

I think that thefocus of mest peeple in our industry realty is selling furniture as a cormmadity. And because of that, promations and sales are vary,
vary important. They havea tough time selling the product. When we put one iterm at 20% off, it creates a buzz, because of our credibility, and the
fact of our quality, and the servicewe pravide. So | don't think anything rew; Justin, that we see that is any different now than we've seen allalong,
interms of competition at all levals. Wa just have to differentiate oursalves in products, in our quality and in our overallvalu g and than the sendce
we provide
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Solthinkwe arevery compatitive from thatperspective, And as I've been saying that, because of the nature of our business, theverticallyintegrated
business, we have to balan ce between whatwe sdl and what we senice. And that's our model, That's great madel for cash generation, inventony
rmanagement, lower returns. But dees, in this mager under change it does restrict us from becorming axtremely aggressne in marketing, becau s
of the fact that wa've got to sendceit. 70% of the productis made when somebody ordars it There's a big difference.

Justin Bergner - Gabelli& Company - Analvst

Okay, appreciate thatanswer. |was thinking mere in terms of one compsatitor that also hasa Morth Amencan-centric manufactuning footpring and
a sirmilar geographic prafde i wou want to comment further on that dynarmac?

Farooq Kathwarl - Sthan Alten interiors fnc. - Chairmen & CED

Ray | do notknow what you are referring to, Justin,

Justin Bergner - Gabeli & Company - Analyst

Okay. Then |will move on to iy rext question. Which i3, you've abwiously been running this Cormpany, throwgh thick and thin, for decades. At
what pointin time, assuming that there are no external factors that interfere with yvour ability to make your own decision on a potenSal future
retirement at some pointas CEQ. Atwhat point in the Company’s ifegycle do you think it would be appropriate to consider future leadership for
the Company? | know you just entered into a multi-year contract extendion. But just conceptually, what do you - what rrilestones do youwant to
hit beforeyou think about transferring leadership of the Company?

Fareoq Kathwarl - Sthan Alten interiors fnc. - Chairmen & CEQ

Justing | dontknow how old you are, butlam4é biclogically. daughten So ldon'tknow hew old you are | think age is notfactor; itis the facter of
being relevant. And have the ability te be — now if I'm not relevant, that is critical, and that is where our Board comes in, even mysell. | am the
largestshareholder in this Company. | dontwantte bein a pesition where 'mnotrdevant, | don't have the ability, | don’t have the strangth. If that
15 the case then | should notberunningit

Butkespin mind, we have a very strong team ofleaders, becauseitis averticallyintegrated Company. Running a sawmill is a very differentbusiness
than running a retad, running case goods, running uphalstery, running 150 design centers with managemant 3l over the country. 'We have avery
strong and a dwversified group of leaders running this business. And so to answer your question, as | said, itis a question abways of beng rélevant.
You can be 35 and not relevant, and you could b 46, like me, and bavery ralevant, Al right?

Justin Bergner - Gabelli& Company - Analvst
Okay, thank you for that perspective, and thanks for taking my questions,

Fareoq Kathwarl - Ethan Alen [nteriors fnc. - Chaimnan & CED
Al right, Justn, Okay, Latif, | think thatas Justn said, (laughter) D will say good night. Anybody elge there?

Operator
Actually, we do have one morein quews sir, | badieve itis a follow-up, Budd Bugatch, Raymond Jamss,
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Baobby Griffin - fayrmond James -Analyst

This is Bobby filling in again. Thank you for letting me get back in the queus, Faroaq. Given what we've learned today about the aize of Phase 4, it
sounds like the product assortmant is going to ncrease, once youre done with this tranformation of all four phases. Can your edsting design
centers hold all four phases of the new product? Or are your newer design centersin thefuture going to have to bein some type of a larger format?

Farooq Kathwar - Sthan Allen interiors foc, - Chairnan & CED

That's a vary, vary important question, because of the fact that we, our business medel, is somewhat of a reverse of what we see happening. We
have justopenad up design centers in markets whidh we gawe up. Like in the lastfewmaonths, we openadin Toledo, Ohig in Chattanooga, Tennesses;
inWichita, Kansas. These are all markets where wie used to hawe 15,000 squarefoot freestanding stores. Thatwas our mod d i the 19705, Every thing
was 15,000 square feet. All of these are about 6,000 to BO0O square feet, half the size.

How they cannat, abvio usly, show all our preducts, That's why custormization beco mes important That'swhiy qualified interior designers became
impartant. And that's why technelogy comes in. As you know, we have touch soreen technology. We have tablets with our designars, So our
designers today, in a 6,000, 7,000 squarefoot, can do more business than a 20,000 square foet stors if you are selling itas a commodity. i you are
selling it as a cormmadity, you need alarge space.

Ifyou are selling it with service and design, which is what we do, we can do a lotof business with talented designers, And so what you are going
to see with us, is having smaller design centers, with very talented designers and a lotof technalagy.

Babby Griffln - Rayrmend fames - Analyst
Ckay, | appreciate that color, And best of luck going forward, and thanks again for latting me back in the quaue.

Farooq Kathwar - Ethan Allen (nteriors fnc. - Chaiman & CEC'
Ray its all good. And thank you wery much, everybody, And please, if you have any questions, comments, please let us know, Thanks very much,

Operator

Thank you, sir. And thank you, ladies and gentlemen, for your participation. That does conclude your program. You may disconnect your lines at
this time. Have a won darful @sening.
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