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ITEM 2.02. RESULTS OF OPERATIONS AND FINANCIAL CONDITION.

On March 2, 2006, Steven Madden, Ltd. (the "Company") issued a press release
announcing its financial results as of and for the quarter and fiscal year ended
December 31, 2005. A copy of the Company's press release announcing these
financial results is attached as Exhibit 99.1 hereto, and is incorporated by
reference into this report.

Also on March 2, 2006, the Company held a conference call to discuss its
financial results for the quarter and fiscal year ended December 31, 2005. The
Company's script for that conference call is attached hereto as Exhibit 99.2.

The information included in this Current Report on Form 8-K (including Exhibits
99.1 and 99.2 hereto) that is furnished pursuant to this Item 2.02 shall not be
deemed to be "filed" for the purposes of Section 18 of the Securities Exchange
Act of 1934, as amended, or otherwise subject to the liabilities of that Section
or Sections 11 and 12(a) (2) of the Securities Act of 1933, as amended. The
information contained herein and in the accompanying exhibit shall not be
incorporated by reference into any filing of the Company, whether made before or
after the date hereof, regardless of any general incorporation language in such
filing, unless expressly incorporated by specific reference into such filing.

ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS.
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Press Release dated March 2, 2006 regarding the Company's
announcement of its financial results as of and for the
quarter and year ended December 31, 2005.

Script for a Conference Call held by the Company on March 2,
2006.
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EXHIBIT 99.1

Company Contact: Ed Rosenfeld
Vice President, Strategic
Planning and Finance
Steven Madden, Ltd.
(718) 446-1800

Investor Relations: Cara O'Brien/Lauren Puffer
Press: Melissa Merrill
Financial Dynamics
(212) 850-5600

FOR IMMEDIATE RELEASE

STEVEN MADDEN, LTD. ANNOUNCES FOURTH QUARTER AND FULL YEAR RESULTS
~ Fourth Quarter Sales Increase 8.2% to $91.4 million ~
~ Fourth Quarter Net Income Increases to $7.4 million,
or $0.51 Per Diluted Share ~
~ Company Provides Outlook for 2006 ~

LONG ISLAND CITY, N.Y. - March 2, 2006 - Steven Madden, Ltd. (NASDAQ:
SHOO0), a leading designer, wholesaler and marketer of fashion footwear and
accessories for women, men and children, today announced financial results for
the fourth quarter and fiscal year ended December 31, 2005.

In line with recently updated expectations, fourth quarter sales
increased 8.2% to $91.4 million from $84.5 million reported in the comparable
period last year. Gross margin increased significantly to 43.1% from 32.2%
reflecting margin expansion in all of the wholesale segments as well as the
retail division. Operating expenses as a percent of sales decreased to 31.3%
versus 33.6% in the same period last year due to leverage on sales as the
Company controlled costs while building the business. Taken together, this
resulted in a substantial increase in operating income to $12.7 million, or
13.9% of sales, compared with a loss of $42 thousand in the same period last
year. Net income increased to $7.4 million, or $0.51 per diluted share, versus
$373 thousand, or $0.03 per diluted share, in last year's fourth quarter.

Revenues from the wholesale business, comprised of the Company's seven
brands, Steve Madden Women's, Steve Madden Men's, Steven by Steve Madden,
Stevie's, SM New York, Candie's, and l.e.i., increased 14.7% to $58.1 million
from $50.6 million in the fourth quarter of last year. This increase was driven
by strong sales in many wholesale divisions, including Steve Madden Women's,
Steve Madden Men's, Steven by Steve Madden, and Candie's, as well as the
Company's new division, SM New York, which was introduced during the quarter.

Retail revenues were $33.4 million in the fourth quarter compared with
$33.9 million in the same period last year. Same store sales decreased 6.3%
versus a 9.5% increase in the fourth quarter 2004. This was primarily due to the
planned phase out of certain items in preparation for the 2006 re-launch of
accessories, including handbags and belts by the recently acquired Daniel M
Friedman & Associates, as well as a reduction in promotional sales. During the
fourth quarter, the Company opened two new Steve Madden retail stores and closed
two stores.

"The fourth quarter marked a positive conclusion to an exciting and
impressive year for our Company," commented Jamieson Karson, Chairman and Chief
Executive Officer. "Most importantly, there was broad based strength in the
business and this enabled us to achieve solid top line growth. Specifically, we
drove sales increases in nearly every wholesale segment and successfully
introduced a new line, SM New York. Additionally, we achieved a higher gross
margin at retail compared to the comparable quarter last year. These factors,
coupled with our efforts throughout the year to improve operating efficiencies
and inventory management, allowed us to make significant gains in overall
margins and the bottom line versus last year."

Page 2 - Steven Madden, Ltd. Announces Fourth Quarter and Full Year Results

Net sales for the full year increased 11.1% to $375.8 million from
$338.1 million last year. Net income increased 56.4% to $19.2 million, or $1.38
per diluted share, from $12.3 million, or $0.86 per diluted share, reported for
2004. The Company opened 12 stores and closed five stores during the year,
ending with 98 retail locations, including the Internet store.

"We concluded the year with $109.1 million in cash, cash equivalents,
and marketable securities, no debt, and a total stockholders' equity of $182.1
million, which represents a very strong foundation for our business," commented



Arvind Dharia, Chief Financial Officer. "Also, even while maintaining one of the
strongest balance sheets in our industry and growing the business, we were able
to return significant capital to shareholders. Specifically, we repurchased a
total of 444,000 shares for an aggregate of $7.7 million and also issued a
special one-time cash dividend of $1.00 per outstanding share of common stock."

Mr. Karson continued, "2005 was an outstanding year for the Company and
this is due to several factors, notably the return of our founder, Steve Madden,
to the Company. Steve's creative talents have re-energized the Company and the
brand and our annual results clearly reflect his ability to inspire the team to
consistently deliver fresh and trend-right product to our customers. During the
year we also added breadth and depth to our management team, made enormous
progress in strengthening our operations, further extended our international
reach, diversified our business model to include new brands and categories, and
posted very strong financial results. In total, we achieved great success and
are pleased with how this positions Steven Madden, Ltd. for the future."

Company Outlook

With respect to the outlook for 2006, the Company is optimistic about
its prospects for the year. The Company intends to further improve gross margin
by continuing the strategies put in place in 2005, including a sharper focus on
inventory management. The Company expects to open 8-10 retail locations during
the year.

The Company currently anticipates that annual net sales will increase
in the low double digits on a percentage basis over 2005. As previously
disclosed, Daniel M. Friedman & Associates was acquired by the Company in
February 2006 and annual results will reflect these operations from the date of
acquisition. Annual earnings per diluted share is expected to range between
$1.69 and $1.73, excluding amortization of intangibles associated with the
recent acquisition. Including amortization, 2006 earnings per diluted share is
expected to range between $1.62 and $1.68.

Additionally, reflecting the strength of operations and the fact that
management is focused on delivering immediate value to shareholders, over the
next 12 months the Company will return approximately $12 million to shareholders
in the form of share repurchases or dividends.

"We are optimistic as we move forward and believe we are better
positioned than ever before," concluded Mr. Karson. "We are benefiting from the
creative leadership of Steve Madden, our brand is stronger than ever, and we
have a solid financial foundation. Moreover, we are successfully expanding and
diversifying our proven business model as evidenced by the acquisition of Daniel
M. Friedman & Associates, our former handbag and belt licensee, which will
enhance our offering and be immediately accretive to the bottom line. All of
this puts us on strong footing to become a global branded lifestyle company that
delivers consistently strong value to our shareholders."

Conference Call Information

Interested shareholders are invited to listen to the fourth quarter
earnings conference call scheduled for today, Thursday, March 2, 2006, at 10
a.m. Eastern Time. The call will be broadcast live over the Internet and can be
accessed by logging onto http://www.stevemadden.com. An online archive of the
broadcast will be available within one hour of the conclusion of the call and
will be accessible until March 16, 2006. Additionally, a replay of the call can
be accessed by dialing (877) 519-4471, passcode 7038792 and will be available
until March 4, 2006.
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Steven Madden, Ltd. designs and markets fashion-forward footwear and accessories
for women, men and children. The shoes and accessories are sold through
company-owned retail stores, department stores, apparel and footwear specialty
stores, and on-line at www.stevemadden.com. The Company has several licenses for
the Steve Madden brand, including eyewear and hosiery and owns and operates 99
retail stores, including its online store. The Company is also the licensee for
l.e.i. Footwear, Candie's Footwear and UNIONBAY Men's Footwear.

Statements in this press release that are not statements of historical or
current fact constitute "forward-looking statements" within the meaning of the
Private Securities Litigation Reform Act of 1995. Such forward-looking
statements involve known and unknown risks, uncertainties and other unknown
factors that could cause the actual results of the Company to be materially
different from the historical results or from any future results expressed or
implied by such forward-looking statements. In addition to statements which
explicitly describe such risks and uncertainties readers are urged to consider
statements labeled with the terms "believes", "belief", "expects", "intends",
"anticipates" or "plans" to be uncertain and forward-looking. The forward
looking statements contained herein are also subject generally to other risks
and uncertainties that are described from time to time in the Company's reports
and registration statements filed with the Securities and Exchange Commission.

(tables follow)
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CONSOLIDATED STATEMENT OF OPERATIONS
(in thousands, except per share data)

Three Months Ended Year Ended
Consolidated: 31-Dec-05 31-Dec-04 31-Dec-05 31-Dec-04
Net Sales $ 91,425 $ 84,532 $ 375,786 $ 338,144
Cost of Sales 51,984 57,297 233,286 215,475
Gross Profit 39,441 27,235 142,500 122,669
Commission and licensing fee income 1,878 1,364 7,119 4,588
Operating Expenses 28,628 28,641 117,530 108,276
Impairment of cost in Excess of
Fair Value of net assets acquired 0 0 519 0
Income (loss) from Operations 12,691 (42) 31,570 18,981
Interest and other Income, Net 492 476 1,890 1,973
Income Before provision for Income
Taxes 13,183 434 33,460 20,954
Provision for Income Tax 5,744 61 14,260 8,679
Net Income $ 7,439 $ 373 $ 19,200 $ 12,275
Basic income per share $ 0.54 % 0.03 % 1.43 % 0.93
Diluted income per share $ 0.51 % 0.03 % 1.38 % 0.86
Weighted average common shares
outstanding - Basic 13,811 12,869 13,408 13,149
Weighted average common shares
outstanding - Diluted 14,449 13,910 13,945 14,223

~ more -~
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BALANCE SHEET HIGHLIGHTS
(in thousands)

Dec 31,2005 Dec 31,2004

Consolidated Consolidated
Cash and cash equivalents é _____ éé:ééé é _____ éé;ééé
Marketable Securities 56,249 49,124
Total Current Assets 140,972 121,094
Total Assets 211,728 186,430
Total Current Liabilities 26,906 19,677
Total Stockholder Equity 182, 065 164, 665

H#it#
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Event Date/Time: Mar. 02. 2006 / 10:00AM ET

THOMSOMN .

© 2006 Thomson Financial. Republished with permission. Mo part of this publication may be reproduced or transmitbed in any foom or by any means without the
prior written consent of Thomson Financial.




FINAL TRANSCRIPT

Mar. 02. 2006 / 10:00AM, SHOO - 04 2005 Steven Madden Earnings Conference Call

CORPORATE PARTICIPANTS

Cara O'Brien
Financial Dynamics - IR

Jamie Karson
Steven Madden - Chairman, CEQ

Ed Rosenfeld
Steven Madden - VP Strategic Planning and Finance

CONFERENCE CALL PARTICIPANTS

Scott Krasik
C.L. King & Associates, Inc, - Analyst

leff Van Sinderan
B. Riley & Company, Inc. - Analyst

Heather Boskin (ph)
Sidoti and Company - Analyst

Susan Sansbury
Miller Tabak - Analyst

David Cufliss (ph)
GMM Capital - Analyst

Ambrit Sanheyer (ph)
First Albany Capital - Analyst

PRESENTATION
Operator

Good moming, ladies and gentlemen. And welcome to the Steven Madden Limited conference call, sponsored by Financial
Dynamics. [OPERATOR INSTRUCTIONS] | would now like to introduce your host for today's conference, Ms. Cara O'Brien of
Financial Dynamics. Please go ahead.

Cara O'Brien - Financiol Dynamics - IR

Thank you, operator. Good morning, everyone and thank you for joining this discussion of Steven Madden, Limited's fourth
quarter and full year results. By now you should have received a copy of the press release. But if you have not, please call our
offices at (212)850-5600 and we will get one out to you immediately.

Before we begin, | would like to remind you that staterments in this call, that are not statements of historical or current fact
constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 Such
forward-looking statements involve known and unknown risks, uncertainties and other unknown factors that could cause the
results of the Company to be materially different from the historical results or from any future results expressed or implied by
such forward-looking statements.

The statements contained herein are subject generally to other risks and uncertainties that are described from time to time in
the Company's reports and registration statements filed with the SEC. Also, please refer to the eamings release for more
information on risk factars that could cause actual results to differ, Finally, please note that any forward-looking statements
used in this call showld not be relied upon as current after today's date,

THOMSOMN
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I'd now like to turn the call over to Jamie Karson, Chairman and Chief Executive Officer, Steven Madden, Limited. Jamie , please
go ahead.

Jamie Karson - Steven Madden - Chairman, CEQ

Thanks Cara. Good morning and thank you for joining us to review Steven Madden, Limited's results for the fourth quarter and
full year ended December 31, 2005, With me to discuss the business is Ed Rosenfeld, Vice President of Strategic Flanning and
Finance.

Let me begin by saying that 2005 was an extremely exciting year for the Company and we are very pleased with our overall
results. In short, we were able to grow the top line, improve our operating structure, significantly improve profitability and
enhance shareholder value. And very importantly. we took significant steps towards becoming a global lifestyle branded
Company, most notably with our licensing agreement and subsequent acquisition of Daniel M. Friedman and Associates.

As for the actual financial performance for the year, annual net sales grew 11.1% and net income increased 56.4%. Annual
earnings per diluted share were 5138 on 13.9 million diluted weighted shares outstanding, wersus $0.86 on 14.2 million shares
in 2004, coming in at the top end of our recently updated range.

But to get a bit more specific, I'd like to mention several key highlights from 2005, First and foremaost, we welcome Steve Madden
back to the Company that he founded, Steve has been and continues to be the inspiration behind our brand and all of our
creative efforts, With Steve’s creative expertise and the man's talent, his return to the Company as Creative and Design Chief
has been crucial in delivering trend right and fashion product to our customers. In addition, Steve's returm provided a renewed
energy that has been a tremendous catalyst for our business, which we believe will continue in 2006,

Second, we added breath and depth to our senior management team. We made several key promotions to bolster various
divisions and we hired one of our former Directors, Awadhesh Sinha as our Chief Operating Officer. All of the management
changes were executed in order to add further experience and expertise to the senior team and enable us to focus on key areas
of the business in need of improvement.

Third, we made enormaous progress in strengthening our operations. Mostimportantly, we delivered on the plans to drive gross
margin improvement that we outlined last year at this time, as a keen focus oninventory management yielded results. Specifically,
annual gross margin increased 160 basis points, and inventory for the entire Company decreased 17%. We are very proud of
this progress.

Fourth, we cantinue to effectively expand our business and increase our market penetration. We expanded our retail division
by opening a total of 12 stores, significantly expanded our doors at wholesale, introduced a new division, SM New York. And
extended our international reach with new wholesale distribution agreements in Mexico and Israel and new retail agreements
in Canada, Australia and the United Arab Emirates.

Fifth, we delivered on our promise ta further diversify our business and leverage the strong Steve Madden brand, when last
summer we announced a new license agreement with Daniel M. Friedman and Associates to distribute Steve Madden branded
handbags, belts and related accessaries in the United States, This brand extension augments and complements our core footwear
category, broadens the Company's reach into the branded lifestyle concept and further entrenches the Steve Madden brand
in the fashion and accessories market.

And while this is jumping a bit into 2006, we took this relationship a step further in early February of this year by acquiring
Daniel M. Friedman. This transaction was exactly in line with our previously stated plans to make strategic acquisitions that will
enhance our business and will be immediately accretive. We are delighted that we found the perfect fit for this initiative and
are confident that the Daniel M. Friedman acquisition represents a very effective use of our cash. It diversifies our business

THOMSOMN
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moadel, will allow us to accelerate that expansion of the Steve Madden brand into new categories, Further enhances our
management team and will provide significant overall returns to the business,

Siath, in 2005, we were able to return capital to our shareholders, We repurchased shares using our strong cash position to buy
back a total of 444,000 shares, for an aggregate amount of 7.7 million. In addition, we issued a special one-time cash dividend
of 31 per outstanding share of common stock. Taken together, the amount of capital the Company returned to sharehaolders
in 2005 totaled approximately 21.5 million.

Lastly, we achieved all of this while maintaining what is one of the strongest balance sheets in our industry. We ended the year
with 109.1 million in cash, cash equivalents and investment securities. No debt and total stockholders equity of approximately
182.1 million. Again, we are extremely pleased with the strength of our performance in 2005.

As we moved forward, we plan to use these achievernents as the foundation on which to further build the Steve Madden brand,
grow the business and provide consistent value to our shareholders. With all of that, | am now turning the call over to Ed.

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Thanks, lamie. Consolidated net sales increased 8.2% ta 91.4 million from 84.5 million in the fourth quarter last year. This reflects
increases in Steve Madden womens, Steve Madden mens, Steven, Stevies and Candie's, as well as the introduction of SM New
York. Partially offset by decreases in Le.i. and the retail division.

Gross margins for the quarter increased significantly to 43,1% to 32.2% in the comparable period last year. This reflects gross
margin improvemnents in all of the Company's business segments, As Jamie highlighted, our trend right products and inventary
management strategies are paying major dividends.

SGEA expenses were flat to last year on a dollar basis in spite of seven additional stores, compared to last year, And SG&A, a5 a
percentage of sales, decreased 260 basis points, reflecting cost control and leverage on increased sales. Met income increased
significantly to 7.4 million versus 373,000 last year. Diluted EPS was $0.51 per share on 14.449 million diluted average shares
outstanding, compared to $0.03 per share on 13.910 million diluted weighted shares outstanding in the fourth quarter of '04.

Now, let's review the performance of each of our divisions. Net sales for the wholesale division increased 14.7% to 58.1 million
from 50.6 million in the comparable period. This division was comprised of seven segments in the fourth quarter; Steve Madden
womens, Steve Madden mens, Steven by Steve Madden, Stevie's, 5SM New York, Candie's and |Le.i. Net sales for the Steve Madden
wormnens whaolesale division increased 12.1% to 27.9 million, versus 24.9 million last year. We continue to have success with the
key western boot and also delivered a stretch boot that performed very well at retail. The dress category was also strong,
including peek-a-boo pumps and flats. Black and brown were the dominant colars with metallic treatments also continuing to
perform well.

Met sales in Steve Madden mens increased, 19.5% to 31.1 million, versus 11 million last year, The sales gain reflects distribution
to more doors at Nordstrom and Dillards as well as expanded breadth of assortment within existing doors, We also benefited
from increased shipments out of our open stock replenishment programs versus the comparable period. We continue to provide
a balanced collection in mens with a full assortment of dress, dress casual, casual and sport, And were particularly pleased with
the performance of our dress shoes in the quarter.

Met sales in Steven by Steve Madden increased 18.1% to 3.7 million in the fourth guarter, compared to 3.1 million in the
comparable period. Much of the increase can be attributed to an expansion of our Steven business with Nordstrom, where we
increased both the number of doors and the breadth of our assortment. Importantly, this was achieved while cutting down on
profitable sales as a result of better inventory control. Product successes included; western boots, casual boots, flats, platforms
and basic purmps.

THOMSOMN
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5M New York, the Company's new division, contributed 1.6 million in new sales in its first quarter shipments. SM New York is
an opening price point brand that we are selling to department stores, mid-tier retailers and specialty stores, At the end of the
fourth quarter, 5M Mew York was in nearly 1,000 doors and we are very pleased with the initial response to this new brand,

Met sales in Stevie'swere 1.1 million, up from 900,000 in the comparable pericd last year. We experienced success with western,
fur and stretch boots in Stevie's as well as clogs. Net sales in Candie's increased 82.2% to 6 million, versus 3.3 million recorded
inlast year's fourth quarter. We continue to be pleased with the Candie's performance in Kohl's. Strong performers in the gquarter
included western boots and clogs and we also experienced success with sneakers for Candie’s kids.

L. net sales were 4.7 million in the fourth quarter, versus 7.3 million last year. 50, a dramatic increase in gross margin led to
increased gross profit dollars for Lei. versus the year ago period. Lei's biggest item was the western boot.

Moving on to our retail division, fourth quarter sales were 34.3 million, compared to 33.9 million last year. Comp store sales
declined 6.3% versus an increase of 9.5% last year, This was due primarily to the phase-out of previous accessory items in arder
to prepare for the first quarter relaunch of accessories, including handbags and belts by the recently acquired Danny Friedman
and Associates, as well as a reduction in promotional sales, Gross margin in the retail division improved 170 basis points, due
to the reduction in promaotional selling,

As of the end of the year, we had 98 stores in operation, including our Intermet store. During the quarter, we opened two new
stores and closed two stores, For the 12 months ended December 31, ‘05, stores open for the full 12 months generated 5771
in sales per square foot.

Moving other income, the Company's commissicn and licensing fee income, net of expenses, increased 37.7% to 1.9 million
this year, from 1.4 million |ast year. Our Adesso/Madden first cost division recorded another strong quarter with commission
imcome, net of expenses, increasing 66.5% to 1.3 million in the quarter, comparad to 0.8 million in the fourth quarter last year.

Mow I'd like to briefly touch on our full-year results. Net sales for the full year increased 11.1% to 375.8 million from 338.1 million
in 2004, Wholesale sales increased 10.4% to 2543 million, from 230.4 million in 2004. Sales for the retail division increased 12.7%
to 121.5 million, versus 1078 million last year. Comp store sales increased 5.1%. Commission and licensing income increased
55.2% to 7.1 million from 4.6 million, based on the strong growth of Adesso/Madden,

Gross margin for the year expanded 160 basis points to 37,9% from 36.3% last year, Operating expenses as a percentage of
sales declined by 70 basis points. Annual net income increased 56.4% to 19.2 million over last year's 12.3 million, Diluted EPS
was 51.38, compared to 50.86 in 2004, a 60.5% increase,

With respect to our overall financial condition, we have maintained a very strong balance sheet with no debt and 109.1 million
im cash, cash equivalents and marketable securities. Despite our increase in the top line, we reduced inventory substantially in
both our wholesale and retail division, Total inventory at the end of the quarter was 528.4 million. A 17.7 — excuse me, 17.4%
decrease, versus inventory of 34.4 million at the end of 2004. And our inventory for the 12 months ended December 31 was 7.9
times.

Accounts receivable and due from factor were 35.1 million, compared to 36.1 million a year ago, despite an increase in wholesale
sales. Reflecting a decrease in collection days to 57 days from 64 days last year. Capital expenditures were 1.7 million for the
guarter. And stockholders equity as of the end of the quarter was $182.1 million.

Mow, let's talk about our outlook for 2006. We remain cautious due to the challenging retail environment and the consolidation
among our wholesale customers. We are optimistic as we move forward and believe we are better positioned than perhaps
ever before based on several key factors. The Steve Madden brand is stronger than ever and is positioned to become a global
lifestyle brand. Qur creative teams, which we believe are the best in the industry, are once again being led by Steve Madden.
And as a result, we are indisputably the fashion leader in our segment, We have a tested, proven and resilient business model
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that we are successfully expanding and diversifying and we have a strong financial foundation that will support our future
growth.

That said, with respect to the specific outlook for 2006, we intend to open approximately eight to 10 retail locations this year,
But in this regard, keep in mind that we are focused on opening only those stores that will enhance the brand and provide an
attractive return on investments, To that end, we will focus on more highly-trafficked locations in our proven, major metropolitan
markets, which over the course of 2006, may yield more or less new stores than the eight to 10 previously stated.

Second, and very importantly, we will continue to focus on driving further improvements in gross margins, We will also continue
to evaluate various near and long-term growth opportunities to further leverage and diversify the Steve Madden brand. These
opportunities could include expanding into additional complimentary categories, making additional acquisitions, or continuing
to broaden our international reach through licensing and distribution arrangements.

We will also continue to return capital to shareholders. Year-to-date in 2006, we have completed approximately 3.8 million in
share repurchases, And we have committed to return an additional 11 million in capital, at a minimum, to shareholders in the
form of share purchases or dividends over the next year, We believe this highlights the strength of our operations and the fact
that we are keenly focused on delivering immediate value to our shareholders.

As for specific expectations for financial performance, with respect to net sales, we currently anticipate that 2006 net sales will
increase in the low double digits on a percentage basis over 2005. Including the impact of the inclusion of the results of the
Danny Friedman business from the date of acquisition. With respect to the bottom line, we currently expect diluted EPS for
2006 to range between 51.69 and 51.73, excluding the amortization of intangibles associated with the Danny Friedman deal,
Including the amortization, we expect diluted EPS torange between $1.62 and 51.68. Now, I'd be happy to answer any questions
that you may have on the business.

QUESTIONS AND ANSWERS
Operator
[OPERATOR INSTRUCTIONS] Qur first guestion is coming from Scott Krasik from CL King.

Scott Krasik - CL. King & Associates, Inc. - Analyst
Good morning, Jamie, good morning, Ed.

Jamie Karson - Steven Madden - Chairman, CEQ

Good morning.

Scott Krasik - C.L. King & Associates, Inc. - Analyst

Congratulations on a great year.

Jamie Karson - Steven Madden - Chairman, CEQ
Thank you.
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Scott Krasik - C.L. King & Associates, Inc., - Analyst

Just talk about gross margins for a couple of minutes. In 2003, when you first started to see some erosion in that categary —in
that segment, they talked about getting back to 40% gross margins. Is that still -- you kind of was went away from that, Is that
still a long-term goal to get to 40%, or can you do better than that?

Jamie Karson - Steven Madden - Chairman, CEO

Absolutely that's the goal. In fact, our goal is to approach that this year and we could expect that we could surpass that in the
future years to come,

Scott Krasik - C.L. King & Associates, Inc. - Analyst
Okay. Great. And then an the shareholder value return, did | hear you bought back 53.8 million worth of stock this year?

Jamie Karson - Steven Madden - Chairman, CEQ

fes.

Scott Krasik - C.L. King & Associates, Inc. - Analyst
Okay. And then the 12 million, that's incremental to the 3.87

Jamie Karson - Steven Madden - Chairman, CEQ

fes.

Scott Krasik - C.L. King & Associates, Inc. - Analyst

Okay. And then would that mean that with the cash that you're sitting on right now, that's really earmarked maore towards
acquisition or -7

Jamie Karson - Steven Madden - Chairman, CEQ

Well, look, the guestion of how to deploy our cash is something that we talk about and work on every day here, We are ina
fashion business and we do have the attendant risks, 5o, we'd like to have some cash in the bank for a rainy day. But | think we
all recognize that the $90 million or so that we have after Danny Friedman is a pretty sizeable rainy day fund. 5o, we're evaluating
all sorts of opportunities for how to best invest that cash and get a good return. We are thrilled with the Danny Friedman
acquisition because we think that's a deal that provides us with a great return on our investment and was a very effective use
of our cash. And we're going to continue to look for other opportunities like that. But to the extent we don't find those, we will
be returning capital to shareholders, the 12 million - or it's 11 million now, actually, is a minimum. And we could very well do
maore than that if we don't find other investment opportunities to provide with us a superior return on our investment.
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Scott Krasik - C.L. King & Associates, Inc. - Analyst

Sure. And justlastly, some of the more traditional department store vendors have talked about Federated is more pushing them
to delivering later in season and closer to dates, because you always have that quick to market model. |s that impacting you
guys at all? Or is it pretty much your flow of inventory -- your flow of deliveries is unchanged?

Jamie Karson - Steven Madden - Chairman, CEQ

Yes | think it's unchanged, Really Federated's focus on those types of vendors really plays to our strengths, And they've announced
that they're focusing on vendors who can do that for them and whio can help them turn their inventory better. And that's what
we've bean doing for a long time.

Scott Krasik - C.L. King & Associates, Inc. - Analyst
50, for you guys it's relatively unchanged.

Jamie Karson - Steven Madden - Chairman, CEQ
Right.

Scott Krasik - CL. King & Associates, Inc. - Analyst
Okay. Thanks, guys.

Operator
Thank you. Our next question is coming from Jeff Van Sinderen from B. Riley,

Jeff Van Sinderen - B. Riley & Company, Inc. - Analyst

Good morming. Just a housekeeping question to start off, What was your depreciation in the quarter? Last quarter]

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

In the quarter it was 1.6 million.

Jeff Van Sinderen - B. Riley & Company, Inc. - Analyst

1.6, okay. And then - | wonder if you guys can give us a little bit of a sense by brand of how your orders are shaping up for fall
and then maybe how your at-once orders are trending?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure, we don't really talk about backlogs here as you know, because we don't frankly think that's a very reliable indicator for us.
Inour grid, it's all about the product. But that being said, we feel very good about where we are. We have really broad-based
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strength in the product right now and as you know, for our business, that's the mast important thing. We really think we have
the wind at our backs in terms of product really across the board, And so, we feel very good.

leff Van Sinderen - £ Riley & Company, Inc. - Analyst

Okay. And then how much are we looking for? Can you just review how muchwe're looking for for accretion from the acquisition
this year by quarter?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Well, sure, we don't provide quarterly guidance, as you know, but the acquisition, as we announced, we're looking at $0.15 to
50.18 for a full year, prior to goodwill amortization. We've only — we're only only in the business this year for a little over 105
months. 50, that's going to translate into $0.13 to $0.16 in 2006. And then there's going to be between $0.05 and 50.08 of
goodwill amortization on an annual basis. So, that's like $0.045 to $0.07 for this year, for the 10.5 months, to be honest.

Jeff Van Sinderen - 8 Riley & Company, Inc. - Analyst

DOkay. &nd as far as your retail store business, | know that's been somewhat in transition. Can you elaborate a little bit on your
go-forward strategy with that business?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Absolutely. We would expect to. As you said, we are tweaking the model a little bit right now, but certainly we expect to see
leverage over the long-term. Do you have a more specific question about -7

Jeff Van Sinderen - B. Riley & Company, Inc. - Analyst

Well, I'm just trying to get a sense, it seems like you were transiticning -- there were some transitional issues with the business,
COMps were running negative. And I'm just trying to get a sense of when you might see comps turning positive and how you
get there?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure, well, | think for the full year this year, we're expecting a modest comp increase and we expect that to turn pretty quickly
here. We've just launched accessories, we're ina 10-store test in the stores right now. We're very pleased with how that's going.
We're going to go to approximately 40 stores with the handbags over the next month ar two and approximately 25 stores with
the belts. And we think that's certainly going to help out with the comps. And we are repasitioning the mens business a little
bit, as well. But we expect for the full year to be comp positive.

leff Van Sinderen - 8. Riley & Company, Inc. - Analyst

Okay. Good, And then finally, you mentioned looking at other categories to expand inte. And 'm just curious what your most
recent areas of focus are there?
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Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Yes, well, we've been working very hard on that. | think that since Steve came back, that's been one of the areas that he's been
spending a lot of his time thinking about, is how to best expand into other categories and to leverage our brand outside of
footwear. And that's great for our efforts there. Because nobody understands our brand or our customer better than Steve. And
50, we're looking at a whole host of things. | think certainly over the long-term, we'd like to be in the apparel business, We've
made that pretty clear. We're looking at watches, fragrances, any number of categories.

Jeff Van Sinderen - B. Riley & Company, [nc. - Analyst
Okay, great. Thank you very much and | wish you buys luck this quarter.

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
Thanks.

Operator

Thank you. Our next question is coming from Heather Boskin from Sidoti and Company.

Heather Boskin - Sidoti and Company - Analyst
Good morning, guys. You normally do this, Can you give us the gross margin breakdowns by division, by brand?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure. Madden womens, we did 25.7% in the fourth quarter versus 13.9% last year. Madden Mens, 48.3% versus 31.7% last year,
Steven by Steve Madden, 35.9% versus 25.5 last year. Stevies, 42.2 versus 214, Le.i, 43.9 versus 18.5. Candie's, 55.3 versus 10.3.
5M New York, we did a 48.7 margin in the quarter. And retail, | think you have -7

Heather Boskin - Sidoti and Company - Analyst

Yes.

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
It's 54 versus 52.3 last year.

Heather Boskin - Sidoti and Company - Analyst

DOkay. And my other question, you said you repurchased 3.8 million shares in the quarter — or so far in '06. | know that there is
some guestion about whether you paid dividends or share repurchases with the stock around these levels. 1s there some thought
we've gone back towards repurchases rather than dividends as a better use?
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Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Well, no, | wouldn't say that. Let me explain what happened. We did about 521 million in total retumn of capital to sharehaolders
through November of last year. We had intended to do another $4 to 55 million through January 31 of this year and then a
couple of things happened. One, our earnings were clearly coming in far above of where we had guided. And two, we were
coming close to completing the Danny Friedman acquisition. 50, we were advised by counsel not to repurchase shares in
advance of the announcement of those two events. And so, we decided that that 4 to 5 million that we had leftover, we're going
to complete ina share repurchase. As | said, we've done 3.8 million over the last couple of weeks. S0 we have anther — we will
do ancther 1 million or s¢ in share repurchase. But the second - the additional 510 million that we've earmarked for this year,
we have not yet made a determination on whether or not that's going to come in the form of purchases or dividends.

Heather Boskin - Sidoti and Company - Analyst
Okay. And with respect to ~ did you give — if you did, | didn't see, | didn't catch it, a CapEx number for the year?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
For 05?7

Heather Boskin - Sidoti and Company - Analyst

Yes.

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Yes, it's $5.8 million.

Heather Boskin - Sidoti and Company - Analyst

And on a go-forward basis, is that indicative of what we can expect in '06 and beyond? It seems like that's a low number for '05.

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

I'm sorry, Heather?

Heather Boskin - Sidati and Campany - Analyst

It seems like that's a low number,

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
Well, we're looking at a CapEx budget of 6.5 million for '06.

Heather Boskin - Sidoti and Company - Analyst
Okay. All right. | think that's it for me. Thanks, guys.
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Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
Okay.

Operator
Thank you. Qur next question is coming from Susan Sansbury from Miller Tabak.

Susan Sansbury - Miller Tabak - Analyst

Hi. Thanks for letting me ask a couple of questions, First can you update us on your search for a President, is it still ongaing?
And maybe you could provide some idea of what the timing might be?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure, we are actively searching for a President. We've retained a search firm who is helping us conduct that search. We've
interviewed a number of candidates and when we find the right person, we will hire him or her. We really can't provide any
timetable beyond that,

Susan Sansbury - Miller Tobak - Analyst

Second question, with respect to broadening into new product categories, could you refresh my memary in terms of whether
strategically you intend to do that through licensing or through acquisition?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

| think that we are open to both, certainly there are some categories which are closer and more complimentary than others, We
think that handbags and belts made sense for an acquisition, | think that it's less likely we would buy a fragrance company. |
would never say never, but that's the type of category that | think we would license in. So, it's really on a case by case basis,

Susan Sansbury - Miller Tabak - Analyst

With respect to your accessories purchase, we know what the -- what your expected accretion level is and the amortization
charges. Could you just refresh my memaory on what the sales contribution is going to be on an annual basis and for that 105
months it's going to be in the P&L?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure, Danny's business did about 540 million on the top line last year. We expect it to be up in '06 but as you comectly pointed
out, we are only owning the business for 10.5 months, so we're looking at a sales contribution of mid to high 30's from Danny's
business.

Susan Sansbury - Miller Tobak - Analyst
Okay. Any significant seasonality in terms of revenue and profit flow here?
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Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

It's half back weighted. He does about 65% of his business in the back half, Biggest quarter would be third quarter where he
has about 35%.

Susan Sansbury - Miller Tobak - Analyst

Okay. And just one final question, I'm not quite sure | understand why you're only locking for a slight comp store increase in
‘06, The product categories, we have - fashion footwear is "hat.” You're in the right category, you're in the right demographic,
yada yada, as they say. 5o, is why are you only assuming a modest improvement in comp?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Well, maybe | can talk a little bit in more detail about the fourth quarter comp and then | will help explain what we're looking
at for this year. | think it's really important in looking at our fourth quarter comp to when look at our performance by category,
The first and biggest factor in the comp store sales decline was accessories. We pulled all of the accessories out of the stores
and we had done over $1 millign in the prior year quarter in accessories, 5o, just that shortfall alone accounted for over half of
the comp store sales decline.

50, why do we do that? Well, we were doing business in accessories, but we didn't feel like it was the right kind of business. We
weren't happy with the products, particularly the handbags. We weren't happy with the presentation of the store. And we didn't
think it was sending the right message about what our brand and our stores should be about. So, we decided to take a couple
of steps forward -- excuse me, a couple of steps backward in order to take four steps forward. 5o, we terminated our old bag
licensese, we signed the new deal with Danny Friedman, we've of course, subsequently acquired the Company. And we pulled
all the accessories out of the stores in order to relaunch them this year and do it the right way.

And so that was a big factor in the comp store sales decline in the fourth quarter. And you're going to | see that impact in the
first quarter, as well. As | said, we're in a 10-store test right now but it's going to be down from the prior year. It's only a 10-store
test. However, we feel very confident that over the course of the year, we're going to be much better off with the new accessories,

Susan Sansbury - Miller Tobak - Analyst

Okay. Let me ask the question a little differently, How do you expect your footwear business to comp?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Okay, I'm getting there, All right. 5o, the second category is mens. And it's sort of a similar story in mens. We - we're not entirely
happenwith our men's presentation in the stores, And so, we've elected to pull back somewhat there while we tweak the model,
We really feel like our stores, too often, still look like womens shoe stores with mens shoes as an afterthought. And that's not
the image we want to portray.

If we're going to have men's and women's products in the stores, we want to have a store concept that looks like it was designed
for and suppaorts both men's and women's products. 5o, we will pull back a little bit there. We're going to take mens out of about
20doors. It's going to go from 62 doors to 41 doors at the first part of this year. And so that's obviously going to have a short-term
sales impact but we think it's the right thing for the business.

Mow, the good news is we feel very good about the core women's category. In fourth, we did have a slight negative comp there,
very low single digits. But that was achieved on much less inventory. We went into the guarter with about 26% less inventory
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on a comp stare basis, And we achieved a much better margin and we continue to feel good about how we're performing in
the first part of this year in the core women's category,

Susan Sansbury - Miller Tobak - Analyst

Are you up in core womens? Are you comping positively so far this year?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

We're targeting flat, again, on much less inventory for the first quarter, And then a better margin,

Susan Sansbury - Miller Tobak - Analyst

Okay. 5o, therein lies the reason why margins are going to go up? It's same or higher -- same sales on lower inventory?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Exactly, The real goal for us is to reduce our close outs and we're not running the business to ring up comp store sales gains,
We want to maximize gross profit dollars, And we think that the way to do that is to reduce the unprofitable segment of sales,
It may constrain our top line a bit, but we think it's going to do the right thing for the bottom line.

Susan Sansbury - Miller Tabak - Analyst

And | promise this will be the last. If you're going to achieve your 40% gross margin goal this year, by essentially reducing
markdowns, increasing turn, how do you get above 40% on a longer term basis?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Well, | think there's a couple of things that we're working on this year that we're going to see the impact of in '06. But we think
that could continue to improve in ‘07, The first is inventory management. We've implemented a number of initiatives in that
regard and you're going to see the benefit of that in 06, but we think that the full year 07 could be even better. We've also —
[hour dash] has implemented a number of initiatives as far as reducing compliance charge backs and we think that's something
that you haven't seen the benefit of in our numbers yet. But we've made a lot of progress on and so in '06 and then certainly in
'07, you should see the benefits of that.

Susan Sansbury - Miller Tabak - Analyst
All right. | thought that was an 06 number, but it's an '07 number now - or '07 event, reducing charge backs?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Na, you will see an impact in '06. You will.

Susan Sansbury - Miller Tabak - Analyst
Okay. Great, | will get off the call. Thanks very much.
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Operator
Thank you. [OPERATOR INSTRUCTIONS] Our next question is coming from David Cuffliss from GMM Capital.

David Cufliss - GMM Capital - Analyst
Good morning, guys, how are you?

Jamie Karson - Steven Madden - Chairman, CEQ

Firne,

David Cufliss - GMM Capital - Analyst

Just a couple of quickies., In terms of the low double-digit sales guidance for the year, could you just break that out by wholesale
retail?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure, Putting Danny Friedman's business aside for the moment, we're looking at a low single digit increase in the wholesale
business on an organic basis and a mid-single digit increase in the retail business. And then as | said earlier, Danny’s business
will contribute around mid to high 30's.

David Cufliss - GMM Capital - Analyst

Okay. Very good. And given the sales outlook combined with the continued improvements to gross margins around 40%, just
curious what that implies given the bottom line guidance for SGRA? Any color you can provide there would be great,

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure, we are projecting SG&A expenses to be up slightly as a percentage of sales as we invest in the business this year, including
Danny Friedman, With Danny Friedman, it's going to be roughly flat because he has a slightly lower operating expense as a
percentage of sales ration than we do.

David Cufliss - GMM Capital - Analyst

Okay. Fair enough. And then just someone asked previously, for a little maore color on the retail initiatives, if you could dig
deeper. | don't have any specific questions but tell us what you're doing to get that profitability up. Obviously, a very powerful
brand and everybody would like to see it move in the right direction on the bottom line. Any color you can provide about
initiatives there would also be greatly appreciated.

Ed Rosenfeld - Steven Modden - VP Strategic Planning and Finance

Sure. Well, we've really undertaken a pretty thorough strategic review of the whole chain and what we've found is that we just
have some underperformers that are really dragging down the whole chain. And we think we've isolated the problems at each
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of those and we are moving aggressively to improve the stores that we can improve, But also, we're going to move aggressively
to close stores, And we do — we have assumed some closures in our 2006 plan, you're going to see that.

David Cufliss - GMM Capital - Analyst

50, the eight to 10 store guidance is net of those closures?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Ma, that's gross and | can't say how many closures there will be right now, but | think five is a reasonable number to think about,

David Cufliss - GMM Capital - Analyst

Okay. And just to clarify for me, did you say as far as the eight to 10 openings being focused on the metro areas, did you say it's
very possible we'd see less or more than that as the year progresses?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

| think -- yes, | think it could be maore, frankly, We've already opened one store and we've gotten five or six leases signed. 50 to
the extent we find stores that meet our criteria, | think it could be mare.

David Cufliss - GMM Capital - Analyst

And then finally, with the acquisition of DMS, | don't know if I'm the only one using that acronym, but that's what I've been
using in my notes; you get the nice Betsy lohnson business and | was hoping you could speak about the potential to essentially
manage other brands like that? Just philosophically, how you feel about bringing other brands in-house versus just focusing
on the core Steve brand?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure, | think that the answer is we're absolutely thrilled to acquire the Betsy Johnsen handbag and belt license in this transaction.
And we look forward to building that brand and we are absolutely interested in acquiring, or being the licensee in this case, of
other brands to the extent it makes sense. And we're - these handbags are just the hottest thing out there for Betsy Johnson
and we're thrilled to be associated with it

David Cufliss - GMM Capital - Anaiyst

DOkay, fantastic. Thank you very much.

Operator
Thank you. Cur next question is coming from [Ambrit Sanheyer] from First Albany Capital.
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Ambrit Sanheyer - First Albany Capital - Analyst

Hi, good marming, I'm filling in for Randy Scherago. | just had a quick question on what you did in 40 licensing income from
Adesso/Madden.

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
Im the fourth quarter, we did 1.3 million versus 800,000 in the vear before.

Ambrit Sanheyer - First Albany Capital - Analyst
And on your wholesale segments, are you no longer including Unionbay as part of the -7

Ed Rosenfeld - Sieven Modden - VP Strategic Planning and Finance

Unionbay is now in Adesso because we have transitioned that to a first cost model.

Ambrit Sanheyer - First Albany Capital - Analyst
Dkay. Thank you.

Operator
Thank you. Our next question is a follow-up question coming from Scott Krasik from CL. King.

Scott Krasik - C.L. King & Associates, Inc. - Analyst

Hi, Ed. Just a question on your outlook for boots for 2006, You did a great job selling boots in your retail stores through the
summertime and then obviously, had a lot of early deliveries into the department store channel, as well. Can you duplicate
that? Will there be some impact, vis-a-vis lower ASP's, should we see any impact there, at all?

Cara O"Brien - Fimancial Dynamics - IR

Look, certainly we're working on a number of things. | know Steve has a flat boot for early fall that he's really excited about, But
the real answer to that question is -- because people asked me, how are you going to compete with that AUR? And the answer
is; that's not how we run our business. Our business and what we do is to deliver trend right products to market and give our
customer what she wants when she wanis it. In some years that means we're going to sell her $129 pair of boots. In some years,
we we're going to have to sell her two $69 pairs of shoes. But we don't let the comps for AUR's that we're competing with affect
our fashion or design direction. And we've found that if we just focus on getting the right product to market, at the right time,
that that other stuff takes care of itself.

Scott Krasik - C.L. King & Associates, Inc. - Analyst
Okay. Thanks.
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Operator
Thank you, Qur next question is a follow-up question coming from Susan Sansbury from Miller Tabak,

Susan Sansbury - Miller Tabak - Analyst

Hi, yes, two quickies. You mentioned that you're going to reposition mens at Company-owned retail stores, Do you also — can
you discuss what you're doing at wholesale, if anything? Secondly, in terms of the P&L impact of the underperforming stores,
can you give me be indication of losses and/or degree of underperformance, so we get an idea of what the potential swing
might be?

Ed Rosenfeld - Sieven Modden - VP Strategic Planning and Finance

Okay, first of all, the men's business at wholesale is performing fantastically for us. As you know, it was up tremendously this
year and it continues to be very, very strong. And if you - | think you were at the show in Vegas and you saw the booth was
mobbed. That business is doing great. We're really pleased there because we've really managed to expand the breadth of
assortment there.

It's really a collection brand now with a full assortment of dress, dress casual, casual and sport. And so we feel very good about
how we're positioned there. That's really the difference, by the way, between our strong performance now in men's and what
we've had a couple of years ago. A couple of years ago it was much more narrow, it was really a couple of styles and very heavily
facused on the sport fusion looks. And now we've really got this full assortment, which makes us feel very good about the
business.

As far as retail, | really can't talk about store by store performance or the degree of underperformance of our poorly performing
stores. It's just not something we get into.

Susan Sansbury - Miller Tobak - Analyst

But you wouldn't shut them if they were - maybe you would, if they were cash flow positive and/or profitable. 5o, is the
presumption comect?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
That's the right way to think about it, yes.

Susan Sansbury - Miller Tobak - Analyst

Mow, going back ta mens, just out of curiosity, If you're going to -- I'm not quite sure | exactly understand what's going on here,
To get a presentation of mens in your own retail steres, do you have to increase the footprint?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Increase the size of the stores? Yes, and that is something we're looking at, | think our newer stores are going to be larger than
the average existing store.
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Susan Sansbury - Miller Tabak - Analyst
Any idea -7

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

They will be able to accommodate bath mens and accessonies.

Susan Sansbury - Miller Tabak - Analyst
Any idea of order of magnitude? Change in average square footage?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance
| don't know, a few hundred square feat.

Susan Sansbury - Miller Tabak - Analyst
Just a few hundred, Okay, Great, thanks,

Operator
Thank you, Our next question is a follow-up question coming from David Cufliss from GMM Capital,

David Cufliss - GMM Capital - Analyst

Sorry to chime in again, but curious on the wholesale side, two pieces, First of all, Candie's, can you quantify it all, what kind of
growth we can see this year, whether the torrid clip of the past year can continue? Stuff looks great in Kohl's, And | just was
curiows if you could put a rough quantification of how big the business could be this year?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Yes, we feel great about how that business is doing at Kohl's. We're very happy with that — with what we're doing there, They've
put a lot of marketing dollars behind the Candie's brand and we've reaped the benefits of that. And | think we've really done
our part by delivering great shoes that have performed at retail. And that's evident in the performance in fourth quarter. As far
as this year, we're expecting to do even more business than we did last year. We're looking at double-digit percentage increase
in Candie's.

David Cufliss - GMM Capital - Analyst

Okay. Great. And just curious, what kind of expense you eliminate this year that was associated with Le.i. as you transition that
back to Jones?
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Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Well, as you know, we also launched some new divisions this year. And we had already - the first thing is that we had already
consolidated Lei.'s operating structure with that of Candie’s, punched SM New York. And so that we haven't talked about that
yet today, but we are launching a brand called Rule for —

David Cufliss - GMM Capital - Analyst
JC Penney.

Ed Rosenfeld - Steven Modden - VP Strategic Planning and Finance

JC Penney, Right.

David Cufliss - GMM Capital - Analyst

Which is my next question.

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Yes. 50, we're not letting those people go, we're just moving them over.

David Cufliss - GMM Capital - Analyst
And Rule, any kind of way to quantify what kind of opportunity that is this year, obviously given the strong trends at JC Penney?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Yes, we're not going to talk too specifically about the new brands and what they're going to contribute. But what | would say
is that if you want to think about SM New York and Rule combined - on a combined basis, we're losing about $30 million of
l.e.i. volume and that's what we did in '05. And that business is obviously going away. We would expect to do at least that this
year in those new divisions.

David Cufliss - GMM Capital - Analyst

Fantastic. And then finally, just some numbers around retail consolidation, how you think that would impact you — and again,
any quantifications?

Ed Rosenfeld - Steven Madden - VP Strategic Planning and Finance

Sure. Obwviously, you're talking about Federated May and first | want to reiterate something that lamie talked about a little bit
on the last call, and that's that we just feel very good about our position with the combined Federated May. And it goes to some
of the things that | talked about earlier, about how they are focusing on companies that can help them turn their inventory
faster and companies that can really drive traffic to the store. And so, we feel like we're in a great position there.
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That being said, of course, there's going to be a top line impact this year, They've announced they're closing 85 some odd doors,
About a quarter of those, for us, are what we call baby doors, So, we don't deliver — that means we don’t deliver a full assortment
to them. We only deliver a key item or two, 5o, we don't feel much impact there,

But in the remaining 60 doors or so, there will be an impact. In 2005, we did about 55 million in top line with those 60 doors,
50, that would be the exposure if we didn't pick up any of that sales elsewhere. Obviously, we think some of those sales are
going to be transferred to the remaining Macy's. We also think that the other beneficiaries are going to be companies like JC
Penney and Kohl's. 5o, the customer who was in and used to shop at the old May door and doesn't want to trade up to Macy's,
we think theyll end up at JC Penney or Kohl's. And we have programs that we're very excited about with those two companies.

David Cufliss - GMM Capital - Analyst

All right. And last quick one, just retail openings. Any of those new stores or what's the breakdown between the Steve Madden
stores and Steven?

Ed Rosenfeld - Steven Modden - WP Strategic Planning and Finance

We haven't determined yet how many Steven stores there would be. If | had to guess, | would say only one or two this year.

David Cufliss - GMM Capital - Analyst
Okay. Thank you, Ed.

Operator

Thank you. There are no further questions. Please continue with any closing comments.

Jamie Karson - Steven Madden - Chairman, CEQ

Okay. In closing, let me just add one other thing, we are also launching Steven in mens, which we will provide more color on
aswe go forward into the year. But in closing, let me just say that we are very committed to realizing our vision for Steve Madden
to become a truly global lifestyle branded Company that maximizes long-term shareholder value. And we look forward to
updating you on our continued progress in the coming year. Again, thank you for your time and interest.

Operator
Ladies and gentlemen. That does conclude our conference call for today. You may all disconnect and thank you for participating.
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