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发言人1   00:00
Morning, everyone, and thank you for joining us once again. I joined this morning by john rossi, R. C, E, O. 

发言人1   00:06
And dave marburger, our CFO. We may be making some more looking statements in discussing non gap financial measures during the QN. A session. Please see our earnings released prepared reMarks, presentation materials and filings with the SC. 

发言人1   00:20
C in the investor relations section of our website for descriptions of our risk factors, gap to non gap, reconciliations and information on our comparability items. I'll now ask the Operator to introduce the first question. And at this time will begin that question and answer session. 

发言人1   00:37
Ask a question you may just star and then one you are using a speaker phone we do ask. Please pick up your hands set before pressing the keys. Withdraw your questions you may press start into in the interest of time, we do ask you, please limit yourself selves to a single question at this time, will pause momentarily to sample the roster. 

发言人1   01:00
Our first question today comes from Andrew lazarre from barkley. Please go ahead with your question. great. Thanks so much for morning, everybody. morning. 

发言人1   01:10
To start there, maybe want to start out, can I just pointing organic cells in fiscal two q to decline two percent, a bit heavy than the current consensus? IT looks like quarter to date. Maybe scanner looks to be running maybe closer to flattish. 

发言人1   01:27
They got some discursive, if anything, changed in your two q top and outlook and whether it's a latics or something else that might cause a sequential deceleration or perhaps is just more prudent planning. Thanks so much. A good morning, and let me start and i'll turn IT over that to dave. 

发言人1   01:44
But I think in general, you know, the pricing we discussed in q four nies call is really just hitting the market kind of as we speak. And so I would say in terms of our pricing assumptions at this point, results are in line with, with how we plan the year. And I like the word and I think we in a very prudent approach to elasticity the assumptions, and these assumptions remained unchanged, which is really frozen IT more with two to one elastic with model for the year and in grocery and snacks that were a one to one last ticket. 

发言人1   02:12
Now you know, terms of you know, competitors and followership, I would say we have not assume any followership. And our pricing moves, obviously, if that happened, uh, there could be you know some outside of those all associated assumptions, but we have not model that in just john, just just one additional of these color. So we got IT to two percent down, two percent organic for you to this company plates, uh, thanksgiving time because you have the second the second part of this year versus third water. 

发言人1   02:41
We may ship a bit below consumption in the second border because of the seasonal items, may have some more consumption in version ship. And so but this the two percent is consistent, like Johnson with our original planning posture. Thanks so much. 

发言人1   02:56
Our next question comes from Peter gallow from bank of america. Please go home with your question. Hi good morning. Thanks for the question. Um just wanted to touch updated in action guided uh for the fear having more and about the higher end of the five districts um I know you had kind of key one inflation in the in the five fish percent rain support low end. But just know how you see IT paying over the baLance for the year and maybe just help us think about exit rate. 

发言人1   03:26
You know if are we involve that five to six is years to keep for and and how we might think about IT again from a fate. And thanks so much. Yeah, Peter, thanks for the question. 

发言人1   03:36
Let me let me try give you a little bit color here. So as we talked about for two, one, we did have some favorability and protein relative to to are planning that were a bit favorable, which draws some of the favorability we saw in q one. But as we went through AQ one, obviously, we seen acceleration in inflation around logistics, our transportation. 

发言人1   03:56
请关注公众号思维纪要社，更多纪要请加V西安20210130。Driven by driven by the driver shortage and oil Prices as well. So as we forecasts inflation, we're still in at five to six percent range for the year, we said towards the higher end of the range. 

发言人1   04:18
Um and really what's happening is the favorability that we've seen in proteins, which we would continue to see is a little bit more than offset by the the basically the double em inflation and transportation verses where we planned IT for the year. So it's it's a of a trade off there. Um in terms of the flow of the year, we would expect we usually don't give this much detail, but I think it's important because I think there's some confusion on this inflation. 

发言人1   04:45
We would expect our inflation rate and q two and q three to be higher than q one intend to be about the same. And then we expect our q poor inflation rate actually be lower than two three. So that kind of the flow. 

发言人1   04:58
And as we sit here today, we have no reason to believe that we won't be wrapping on not just the transportation costs that we're seeing this year, but you know things like edibles, oils and and kind of our are arrogated a woman. And we have a lot of areas where we're still in high inflation, which we will have all during fiscal twenty seven. I don't see reason why we can expect that we would rap on that. 

发言人1   05:21
So obviously, we have to get closer for that. But um but I feel like you know two four will be lower than two three and we should be wrapping on a lot of these you know higher inflation categories in our materials when we get in to fiscal twenty eight. great. 

发言人1   05:36
Thanks so much. Our next question concern David palmer from ever core. Please go head with your question. Um thanks. 

发言人1   05:46
Um I want to ask you about the pricing, uh you know the acceptance that retail how much is that a factor into what your thinking there, your Price lacy, I link basically a Price impact to the consumer uh, in a vacuum of competitors. Not not also pricing have to follow up. Yeah, thanks for the question. 

发言人1   06:11
I think in terms of pricing, I kind of go back to my opening comments, really say really in line with our expectations. And so we're really past kind of the customer acceptance of that. Now pricing is effective in market and I would custom acceptance. 

发言人1   06:26
There was no surprises. Ververs are planning posture. And so that that's how think about pricing as we were ford, you know, I noticed you had to some comments about not not repeating a promotion that from last year on the sandwich brose grand. 

发言人1   06:44
Uh, is that the kind of thing that you will be you will be seeing uh, throughout the year that be promotions that you see that you already see that were not effective from a profitably standpoint? And is that baked in dear guidance or pass IT on? Yeah, a great question. 

发言人1   07:04
And again, I think would we continue to look at our our our promotional dollars and you know, do a real RI mindset. And I think we're we've been really print of saying, hey, we're not going to a repeat uh promos that have been deluded uh, to the company. And I think that's what you're seeing in some of this signification, really focusing on those high lever gentleman that you know can bring that to the only of the consumer, but also so you get to the shareholders. And so we're going to continue to make that a part of a how we Operate. But I will tell you again, everything all those assumptions have been ebel ded into the the fiscal year forecasts. 

发言人1   07:44
Our next question comes from tom palmer from J. P. Morgan places here with your question. 

发言人1   07:49
Good morning. Thanks for the question. I wanted to maybe just clarify on your second quarter expectations. 

发言人1   07:57
You've got this high single digit Operating margin outlook. Incremental pricing is flowing through. There was the S, G, N. A call out. II just want to make sure I going to have my arms around the gross margin patents here. 

发言人1   08:12
Like is there a step down expected in, in gross margin as we move into two q? Or is this really about the timing of s gna that swings the margin lower yet? Time, let me let me take that. 

发言人1   08:26
There's really three drivers if you would look at where we landed. Q one Operating margin, let me just kind of go there at eleven and a half percent for q one. We said higher single digits for q two. 

发言人1   08:38
There's really three drivers. One, as I just mentioned, we expect higher inflation in q two verses two one. Uh, the second piece is the SGN. 

发言人1   08:47
A favorability that we had in q one. IT was I was, you know IT roughly three cents of our e psb. Half of that was a one time benefit. 

发言人1   08:55
Half of IT was timing or IT didn't hit and you want it's going to hit in. And then the piece is accelerating our investment at a and t that we expect increase ANT as a percentage of sales to three percent. First is two point three percent as IT wasn't q one, so they're really the three drivers. 

发言人1   09:14
So you will see a little bit of impact on growth margin from the higher inflation versus one. Okay, vacuum tub. Our next question comes from alex a Howard from bernstein. Please be held with your question a great I think about their leverage and so talks about the three time in the long term target. I like to increased um a little bit this quarter at the close of the four times. 

发言人1   09:43
I think you're saying that you'll still probably be at four times by the end of the year or you set three fiscal twenty seven eight will remain at this four time. And how quickly do you correct thought on that that thing leveraging um uh trajectory? Uh and how could you expect to achieve that goal? Thank you all. 

发言人1   10:02
Ask them, yeah hi like you. If you start if you start with this year, yeah we accept we guided. So expecting to finish the year approximately to four times on our leverage. We finished one in a three point nine, nine times that's actually favorite able to where we thought usually what will happen in q one and q two is our leverage. 

发言人1   10:21
People will click up because we're very seasonal with our inventory, right? With our seasonal businesses and things like our tomato Operations, we build all the inventory and two, one and two, two. So obviously, we use class in the first half and then and then we have h cash in flow in the second half. 

发言人1   10:38
So that's very Normal. So we're still on track with the approximately four times uh, that we don't we don't get specific with this, but it's implied we do expect to pay down debt in the year. For the four year, approximately two hundred fifty million dollars of debt paid down is what we would expect for, for this year. 

发言人1   10:57
Our target is three times. We are manically focused on getting there as soon as possible as we get into fiscal twenty eight. Don't talk about IT. We're focused on improving margins and profitability of this business. 

发言人1   11:10
Um so with improved profitable and the dividend adjustments that we made, we thought like we're going to be able to make great progress in this for twenty eight on getting that leverage dam. We're not going to give you that number today, but we want to get the three times as soon as possible. great. 

发言人1   11:26
Thank you very much. I'll posted on. Our next question comes from wealth farther security. 

发言人1   11:33
Please go ahead with your question. Hi, we're everybody Chris Carry. Um I want you to ask about the um next portfolio. Can you just give us intensive maybe where you are on some of the interventions uh, to improve performance? You talk about the popcorn FM. 

发言人1   11:54
Jm ah what are the expections more from a void some point as you look forward and perhaps lost some of the elastic cities over the medium term? And then just just a maybe not a good clarification, but you know just curious whether you're seeing or you thought you saw any benefit in your frozen business from you know cycle sport related demand and if that's a factor and how you're viewing the next two quarters and in prison? Thanks, great. 

发言人1   12:21
Like i'll take both of those. You know if you think about sacking, let's start with, you know the positives. Clear sweet, sweet treat portfolio continues to form really, really well and had a very strong quarter. 

发言人1   12:32
Uh, q won. And that's really behind both snack pack and swimmers continue uh to really be you know performing very well in the market. I think permission snacking, as you said, is really we're not where we want to be there. And I think a couple of points of of drivers there. The first is obviously, we were very good over developed in our meeting nacks, in our seats business, in the convenience channel, which has been really chAllenged at me with the higher gas Prices. 

发言人1   12:57
But I think outside that, there's work to do from my standpoint in terms of from an execution in a channel lens, we need to do a Better job of participating where the growth is really coming from, specifically in the mesne acs category. You take a step back and you think about meat snack acs in popcorn and and siege. These are fantastic categories, and we are the market leader. 

发言人1   13:19
And so our responsibility to kind of drive these, these categories forward. And so I think what you're going to see and you're already seeing as we going to cute to a significant step up in our brand building and marketing, specifically pinpointed at IT meat snacks and and popcorn specifically there. But then also innovation, a major step up and innovation. 

发言人1   13:39
We think those are the those are the two critical lovers that kind of get us back to a growth to jack and those important businesses. On cyclist ora, just a quick one there. You know we did see some benefit that I would tell you nothing material as we think about two one and we also actually saw some upsets and like or as you think about like our wish phone salad dressing as an example. 

发言人1   14:04
So again, nothing material there. But II think more than the one time benefit, I think was really important is this is a reflection of consumers coming to a brand they know entrust with birds eye. And we did a great job of delivering for them. 

发言人1   14:16
And so I think if you think about that brand, we've got such an opportunity drive Better, more trial and more engaged with consumers. We go over a great test that can great convenience and onesta reliability that they're looking in foreign vegetables. So we think a great opportunity to continue to drive verga. 

发言人1   14:35
Okay, thank you. Our nice question concern max gort from BMP. Please go help with your question. 

发言人1   14:44
Thanks for the question coming back to the the one to b in your you're reaffirm outlook for the for the year obviously is a sizable EPS speakers contents my composer explications too um you either have some helps inflation every session any time in benefits well in your inflation ent outlook at the remain of IT up but i'm curious um what's the great to read from outlook if he has embedded additional conservatism and this especially athlete regard to arden meals as well? Can in the week is small tally thank very much your max. Let me take that starting with you on you kind of hit IT. 

发言人1   15:26
We had um you know AB to our expectations, really driven by I take four things are SGNA um which was which was the timing. And then the one time we had the art of mills benefit, we had the inflation lawers in our internal forecasts. Then we did get a bit of that benefit on a troof refund um that we got up in the quarter, which was close to a cent. 

发言人1   15:48
When you look for the full year, um you know HHGNA we talked about at the one time, the one time and then you have the timing. And but that's pretty much on one track. The big the big impact is the acceleration of transportation inflation. 

发言人1   16:02
Um it's double the rate that and we had assumed inflation for transportation and its double the rate. Um the good news is that we have some other areas in materials where were favorable to that. So there's um there's a lot of put and takes there. 

发言人1   16:17
The other the other dynamic is we're just starting with our frozen pricing. And so we really need to see how this plays out. You know we've been very clear on how we've model UST. 

发言人1   16:27
cities. Um you there could be good at a scenario where maybe that winds up being conservative, maybe not. So we just need to see how that plays out. 

发言人1   16:36
And and then ardent mills, um we were favorable about three cents in the quarter to our expectations for ardent mills. You we Prices have been extremely value, right? If you just going to look for made and now they're they are up significantly, but they're been up and down. 

发言人1   16:50
And so that, that create trading opportunities for the commodity side of the art and business. And so that the the thing with that is it's a little bit more difficult to forecast that with precision for the full year. So we thought I was prudent to hold the year. 

发言人1   17:05
It's one quarter and then you will update at the half and you if if things continue as they do and do one that maybe we have some outside there, but we want to wait a little longer to say. 请关注公众号，思维纪要社，更多纪要请加V西安20210130。Our next question, control robber moscow from TD. 

发言人1   17:31
com. Please help with your question um and thanks for the question. Um I don't know if I saw a kind of a firm guide on on gross margin three year three months ago. 

发言人1   17:42
I think the guide was kind of flattish, but now you have the higher cost. And in another element that I wanted to ask about, David, in in the frozen and refrigerated division, the bikes are gonna down like like ten percent. And at the same time, you were also increasing capacity particularly and frozen chicken. 

发言人1   18:02
I'm just wondering if there's how are you managing through the leverage consequences of that? Um is that drag have you already um put in into your numbers a drag from that dynamic? There have good questions. 

发言人1   18:20
On the first one, we held our guidance for Operating margin for the years. So obviously, gross margins of big part, we had puts and takes in the cost. And so we're still where we were before, which is relatively flat to the prior year in terms of worst margin. 

发言人1   18:35
Um to your second question, yeah we obviously, we have modeled the pricing and the last of the impacts and there's there's volume impact acts, uh, where we have uh, decreases in volume in our in our frozen. We've model that we've taken to do account the absorbing impacts of all that is included in the guidance that we've provided. And we'll just see how that, that plays out, i'm sure. 

发言人1   19:00
Thank you. Our next question comes from rob decoration from U. S. 

发言人1   19:07
banker. Please go here with your question. Uh, great. Thanks so much. Um just would ask you about the simplification process and how you're thinking about your rationalization that maybe even in brand radiation ation right I realized is the last corner prepared reMarks. This corner then know of looking at everything, but there was IT was noted in those prepared Marks that I guess you excited piaster. And i'm just curious clearly and exit that that rationalize the skills. 

发言人1   19:41
So like are there parts of their portfolio such that you could simplify by just kind of stepping away from certain brands that are online? Es you have? And then I get secondary, just kind of broadly like how are you thinking at this point about the manufacturing footprint? Thanks, iraq. 

发言人1   20:02
Thanks to the question and a few guys who adults me. I'm i'm going to go a bit long on this from because I think IT really is important we to understand how we're thinking about this. I am incredibly excited about the opportunity we have to really reduce complexity across the enterprise, and I will tell a few, optimization is definitely one of those areas. 

发言人1   20:21
As we have discussed before, we have an extremely long tail excuse that we are getting after right now. We did we stood up an an internal world stream that's really looking to significantly to reduce school count. And I would I put this work into two buckets of a smaller bucket, which you just saluted to, is, you know, there are certain brands and categories. 

发言人1   20:41
We simply just don't see a future. And this makes sense to exit those those small and really unprofitable brands or low profit brands as soon as possible. Ah and so we made the the decision as he saw. 

发言人1   20:54
So as pizza, you know, which had a minor impact on net sales for two one about a fifteen bits impact, but that was actually profit to creative to the enterprise and I think will continue to look for more of those uh, small opportunities that we do see in front of us. I think the larger opportunity though, is what I am really called the simple fiction of our core platforms. And and I want to use an example here that they could bringing us to life single serve meals. 

发言人1   21:19
We've got over four hundred single serve meals views, and I believe there's a future where we can have a much simple, more productive assortment ment. That doesn't mean for a second that we don't even in the category that we have any plans to see the distribution or that were going to stop innovating out. I would see just the opposite. 

发言人1   21:35
We we want to double down in this business and we think and optimize disorder ment can help drive velocity, our most impactful shoes. And so um that in terms of still complexity, that one component. But I would also tell you that we're looking to optimize our formats and formulations. 

发言人1   21:51
We just have to do a Better job of eliminating non value at a complexity of the consumer, quite Frankly, isn't going to pay for. So at this, we're not just looking excuse or in formats and formulation as well and think is a fast forward. This is going to do several things for us. 

发言人1   22:09
It's going to drive, uh, stronger Operatives efficiency. It's going to drive procurement savings as were pursuing fewer, fewer items but with greater scale, it's going to help us drive improve focus, which I think is so important, we get focused on something we execute with expels. We need to focus organization a bit more, and this will do that. 

发言人1   22:28
And and finally, improve velocity and share, which is good for us, good for our customers. And so now the last thing I stay here is we're going to take a real measure approach and how we roll out this new simplification. We really need to coordinate this for that customer reset timing and look at inventory impacts. 

发言人1   22:44
So I would I would see the majority of this benefits in this work to happen more in fiscal twenty eight, but the decisions are happening right now. great. It's very helpful. 

发言人1   22:54
Thank you so much. Our next question comes from Scott Marks from jeff re. Please go here with your question more and all thanks very much for taking your questions. Wanted to just ask a little bit about the consumer. You made comments and prepared reMarks talking about, uh, the consumer just being being thoughtful about where they are spending their dollars. 

发言人1   23:16
Mention through environment any any update you can share with us in terms of what you're seeing? Um have things improved, gotten worse? Does any any changes that eating something? Thanks very much. 

发言人1   23:29
Yeah, thanks for the question. And I think I would describe the microenvironment dynamic is probably an under statement. But IT, in terms of the consumer, I would come say in the words I would use as muted. 

发言人1   23:40
And he continued to be kind of by vocational, by income, no doubt about IT. But having said that, we really haven't seen in a material step changing consumer behavior. There's pockets, a sea stories, an example has been a bit more pressured in recent months because of the gas Prices. 

发言人1   23:57
But overall, I would say that consumers that relatively stable and resilient and but you know, our job is to continue to stay incredibly close to the consumer. And we've got we've got evolved alongside how they're evolving in delivering the food they want, where they want IT, but also importantly, at the right value. And and this is what I love about our portfolio. We've got brands that compete all across the value spectrum, value brands like franquet already after more premium offerings like healthy choice. And so we've got a portfolio that can be this dynamic consumer, whether they are. 

发言人1   24:38
Our next question concern only Jordan from golden sex. Please go out with your question. Hi, thank you. Good morning things for taking my question. Um just think if you could provide more detail on the changes in your approach for the the step up in the a and peace and IT sounds like you've had some early traction. Just curious what's been working. 

发言人1   25:00
How are you measuring the return and and where you allocating the step up and spend your your planning to do in to kill yeah you think about um you know and p this is this is a big one for me. We have so many great brands, but but if i'm being truthful, we haven't consistently invested behind them at the levels that are required to drive that brand affinity and and awareness. And so we have a tremendous opportunity to communicate more with consumers and sure they understand. 

发言人1   25:30
We've got great value propositions out there, and our job is to make sure that they fully understand IT. And so if you think about the investment, i'm i'm really pleased in two fronts. One, we're investing more in. 

发言人1   25:41
Two, we're getting that money to work a lot harder for us. And this is kind of this of this new modern marketing machine that, that we're building centrally that I think can become a real competitive advantage. And so if you think about where we're focusing these investments, it's really in three places, single service meals, meat, snacks and pop. 

发言人1   26:00
We're going to be very, very targeted uh, in those important growth ambitions. Uh, and your last point is a good one. Two, we're already seeing some really positive results in terms of improved reach and engagement from some of the changes that were do. 

发言人1   26:14
And we've we've got a lot more targeted and who are going after how we're going after them. And our messaging is just sharing and more compelling. And so I think this is a tremendous opportunity to use this increased focus on brand building. 

发言人1   26:29
They help kind of return us to growth and dry brain relevance. Is very helpful. Thank you. 

发言人1   26:36
And then my follow was just on interest expense. II thought was preparing for the year. We've had to move higher uh, in rates here recently. 

发言人1   26:45
You know, I think you're mostly dicked exposure, but but I did think you had a little bit of flooding. So just kind of catch up. A reminder for your exposure is there. 

发言人1   26:53
And then I also thought you you may have some refinancing needs and in the relative near term to just how are you thinking about that in this interesting ry environment as well? Thank you. Let me take that the first one. 

发言人1   27:05
We're pretty much one hundred percent six right now, the only variable debt that we have as our commercial paper. So we use that as you know, sort of our working capital needs. Um so so we're very high percentage fix. We're really not exposed to the interest rate environment now. Ah yes, we do we do have two bonds uh coming due this month. 

发言人1   27:25
We have five hundred million dollar or no and a two or sixty million dollar no uh, we actually went into the market in july um and finances ahead and so we issued um a five hundred million dollar, noted that the great came in at five point four percent at the time. He was actually pretty good. They are given what what rates have done since then. 

发言人1   27:44
Um so between the o from the proceeds of that and just are Normal uh kind of uh kind of uh borrowing capacity. We're very comfortable refinancing these notes this month. Very helpful. 

发言人1   27:57
Thank you. In our next question comes from carlo cassella from J. P. Morgan. Please go here with your question. I am somewhat on that last question as well as likely as earlier question on leverage. Have you had your conversations with the agencies? Um because we've seen, in some cases, other peers that have cut their dividend and focus on the leveraging but still got ten downgraded. 

发言人1   28:25
Do you think they're kind of changing their view at along your business if we talk to the agencies all the time? And so um they're very clear on our financial policy, our priority of using our directionally service to pay down our dead as quickly as possible. So so we're always uh, working and talking to the agencies, are they they obviously looked at our cut of the dividend is a positive in terms of you are credit rating. 

发言人1   28:54
I'm in our position. So you know they know where we're going. They know what our priorities are central to matter, just continuing to get that leverage down. 

发言人1   29:02
We know the markers for you know levels where if you know leveraged exceeds certain levels, you may be putting investment greater risk. We're not near those levels and we're moving in the right direction, which is down with our leverage. Um and they know that. 

发言人1   29:17
So that's that's that's our strategy, that's our focus um and they're very a along with that. Okay, that's great. And is just one followed up on argent meals. 

发言人1   29:27
Um how do we think about the volatility and weed and how that flows through? The numbers I know is a benefit for this quarter, but how should we think about that going forward? yes. 

发言人1   29:37
So think of our IT mills is really two different businesses. They have business where they know they say, uh, milk flower and they self flower a margin and they are selling flower to the you know domino pizza of the world, everything. So they're dealing with the same volume dynamics that this entire food industry is, but they do an amazing job of providing great customer service. 

发言人1   29:58
That's a competitive age for them. That business is more stable and more flattish. If you look at the other part of their business is what we call commodity revenue and that the trading opportunities they create when you have volatile in the weed markets. 

发言人1   30:13
And so that's what we saw in q one. And and the hard part there is, you know when that comes, it's a little bit difficult to forecasts with precision, but generally with more volatility. Arted mills will benefit you from that volatility with their with their modality trading business. 

发言人1   30:32
And so and the good news for us is we're very aligned from a capital allocation perspective. So h in terms of profit, we have a minimum of eighty percent cash ful conversion on that profit. Um and we're berry aligned with arden and our partners. 

发言人1   30:47
Uh on that on that uh, poli, okay. That's great. That's super helpful. thanks. Thank you. 

发言人1   30:55
And ladies and gentlemen, at this time, we will be ending today's question and answer session. I like to turn the floor back over. Two matthei is for closing reMarks. 

发言人1   31:05
Thank you, janie, and thank you for joining us today. Feel free to reach out to invest relations with any additional questions. Have a good day. 

发言人1   31:13
And without will conclude today's q and a session and comfort call. What do you thank you for joining. You may now disconnect your lines. 
