1) The Annual Report All publicly traded entities have an obligation to report financial highlights and objectives annually. It may seem strange that these reports include information that could be viewed as an advertisement for the company, until you consider that these reports are aimed at many different stakeholders—including shareholders, potential investors, other companies in the same industry, the media that covers that particular industry, and financial analysts. Consider the various uses of the public annual report. Then, select two different audiences who might view the annual report. For each group, state which sections seem most relevant and which sections seem least useful. Next, locate an annual report for a company other than FedEx. Compare FedEx’s approach with the approach of the other company. What, if any, are the differences? Which did you find most effective, and why? 2) Financial Statement Articulation You may be familiar with the term, “closing the books.” For accountants, this term has a special meaning. The books are closed at the end of an accounting period, after financial statements are completed. Not all corporate accounts are closed at the same time or in the same manner, however, as you will discover this week. Identify the titles of the four financial statements listed in the FedEx Annual Report (use the same resource from Week 1). Determine which of these reports show balances from temporary accounts and which show balances from permanent accounts. Explain what is meant by “temporary” and “permanent.” Next, consider how each statement is integrated into the other statements to form one cohesive set of financial reports. Explain the purpose of each report and the ways in which it contributes to the whole. Finally, read the two editorial viewpoints presented by business leaders relating to the purpose of financial statements. With whose point of view do you agree most? Explain the reasons for your choice.
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Possibility speaks.

FedEx Corporation
942 South Shady Grove Road
Memphis, Tennessee 38120
fedex.com


Talking to FedEx gives voice to new possibilities. And those
conversations yield powerful returns: ideas that move your
business and the world forward.
Quiksilver meets the demand for its outdoor sports apparel
and accessories in 90 countries from Chile to China using
the FedEx portfolio for global sourcing and distribution.





With the most express flights from India
and secure, temperature-controlled
delivery, FedEx helps Zydus Cadila
provide its healthcare solutions to people
around the globe.




Using a variety of FedEx shipping
solutions, Build-A-Bear Workshop® brings
customized, furry friendships to life in
more than 15 countries.




With freight delivery options that match speed to need,
FedEx keeps Borders employees selling books rather
than waiting for trucks.







Rosenstiels, a family-owned business
since 1880, uses FedEx as its modern-day
clipper ship to export fine art prints from
London to more than 100 countries.




Using critical replacement parts stocked
at FedEx Kinkos Office and Print Centers,
Wincor Nixdorfs technicians get
customers ATMs up and running faster.







By replacing Boeing 727s with 757s, FedEx is adding planes
that lessen the environmental impact reducing fuel
consumption up to 36% while providing 20% more capacity.




By consolidating Lugs shipments from
Canada, FedEx enables the company to
cut costs, streamline customs clearance
and move 10 times more of its travel
accessories across the border each day.
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With the click of a mouse you can access
FedEx Kinkos Print Online, an innovation
that connects your computer to the
professional printing capabilities of
FedEx Kinkos Office and Print Centers.







Possibilities speak loudest to those who want to achieve
more: the possibility of innovation to give you an advantage
your competitors cant match, new choices to ensure a better
future, and greater access for communities at the farthest
frontiers of the world.
FedEx has always been fluent in possibility. We continue
to give people, businesses and nations the ability to move
forward, achieving higher standards of living and new
levels of success.


Financial Highlights

(1)

(2)

2007

In millions, except earnings per share

2006

Percent
Change

Operating Results
Revenues
Operating income
Operating margin
Net income
Diluted earnings per common share
Average common and common equivalent shares
Capital expenditures

$35,214
3,276
9.3%
2,016
6.48
311
2,882

$32,294
3,014
9.3 %
1,806
5.83
310
2,518

Financial Position
Total assets
Long-term debt, including current portion
Common stockholders investment

$24,000
2,646
12,656

$22,690
2,442
11,511
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$2.74

$2.76

$4.72

$5.83

$ 6.48

Diluted earnings per common share

2007

2003

17.3%

$63.98

Debt to total capitalization

2004

2005

2006

2007

$73.58 $89.42 $109.27 $111.62

Stock price (May 31 close)

(1) Results for 2007 include a $143 million charge associated with upfront compensation and benefits under the new pilot labor contract.
(2) Results for 2006 include a $79 million ($49 million, net of tax, or $0.16 per diluted share) charge to adjust the accounting for certain facility leases.


MESSAGE FROM THE CHAIRMAN

To Our Shareowners:
This past year, 280,000 FedEx team members applied their
dedication, creativity, and passion to the task of changing
whats possible for our customers, offering them more
innovative solutions, faster delivery, and greater access
to the world. In short, our team members are providing
a consistently outstanding customer experience that we
believe sets an industry standard. Thanks to their efforts,
I am pleased to report that FedEx Corporation achieved
another benchmark in financial performance.
We have just entered our 35th year of continuous operation,
and often, someone mentions to me theyve seen the first
FedEx aircraft the very special Wendy N8FE at
the Smithsonian Air and Space Museum. I tell them how
honored I am to be a part of that history. But I also say Im
proud to be part of a team that focuses on the future and
new ways we can help our customers achieve their goals
in the vast global marketplace. In fact, I often tell people
that FedEx is just getting started. Though customers may
begin talking to us about one or more of our services,
they sometimes end up telling us what they really want
to accomplish is better service, greater sales, and higher
profits. Then, given our broad portfolio of solutions, we
can really help them achieve their goals.
And as we talk to businesses large and small, we realize
that what FedEx provides is greater than transportation,
logistics, and business services. We ultimately provide
access. As weve learned from our landmark research with
SRI International, greater access leads to better societies.
Individuals, businesses, and nations alike benefit from the
ability to draw from a global marketplace of goods, services,
and information. The possibilities speak to our customers,
and they speak to us at FedEx as well. Looking forward, we
will strive to meet the evolving needs of our customers and
create new markets for our services.
With that forward focus in mind, Id like to mention in
particular three areas of accomplishment among many
in fiscal 2007.
The first is the growth of our networks. We believe we
have the best collection of networks in the industry and
are always looking to expand them strategically for
more profitable growth and greater possibilities for our
customers. In FY07, we completed acquisitions in areas
where we see a bright future.
In China, FedEx Express completed its acquisition of our
partner DTWs share of our joint venture international
priority express business. We also acquired DTWs domestic
China express network. Within three months, we instituted
next-business-day domestic express service in China,
improving access to markets for businesses throughout the
worlds largest nation.
In India, we acquired our service provider, PAFEX, giving us
a wholly owned subsidiary serving nearly 4,400 destinations
in a country that has joined China as one of the worlds
fastest growing markets.

We strengthened our network in both the eastern and
western portions of the European Union. In the UK, we
acquired ANC, allowing FedEx Express to directly serve the
entire UK domestic market, providing customers a broader
range of shipping options and services. In Hungary, we
acquired our global service provider there, Flying-Cargo,
increasing our capacity in fast-growing eastern Europe.
In North America, we enhanced our less-than-truckload
freight portfolio by completing the acquisition of Watkins
Motor Lines. Watkins now operates as FedEx National
LTL, broadening our FedEx Freight service offerings.
Watkins Canadian operations are now FedEx Freight
Canada, a great addition to our portfolio there. A number
of new terminals were opened throughout the Freight
system this past year.
The second area of accomplishment to note this past fiscal
year was continued crisp execution.
When we acquired FedEx Kinkos, we envisioned it as a
complementary and powerful retail and digital network,
having great synergies with other FedEx services. We made
significant progress toward that vision in FY07. We are
weaving FedEx philosophy, culture, and metrics deep into
the fabric of FedEx Kinkos, resulting in reduced employee
turnover and continued performance improvement. We
rolled out a new, more compact model for FedEx Kinkos
centers and opened more than 200 of them in FY07. This
new model will help us open more locations faster and
increase convenience and service for our customers.
Through FedEx Print Online, we are applying our digital
network expertise to helping customers print complex
documents, regardless of time and distance. In the same
vein, customers can now initiate end-to-end direct mail
campaigns right from their computers, with the order
fulfilled at a FedEx Kinkos. The FedEx Kinkos network
is now producing significant revenues at an
$800,000,000 run rate as we ended FY07 for our
Express and Ground companies. This highly profitable
traffic is growing substantially.
FedEx Ground made a seamless transition from its longtime leader Dan Sullivan to its new president and CEO, Dave
Rebholz, who brings great skills and many years of FedEx
experience to his new role. This past year FedEx Ground
added new hubs, additional direct routings, and numerous
IT system improvements to further reduce transit times
in our Ground network. A number of new state-of-the-art
FedEx Ground facilities were opened during FY07.
The FedEx Ground small business owners have remained
committed to providing outstanding service to Ground
customers, despite litigation challenges. As we have in the
past, we will continue to aggressively defend our model,
wherever challenged.
At FedEx Express, we further strengthened our industryleading global network. Our strongest emphasis in FY07
came where growth is fastest: Asia. Our new Asia Pacific



MESSAGE FROM THE CHAIRMAN

Hub is slated to open in FY09 in Guangzhou, the epicenter
of Chinese manufacturing, optimally positioning us to meet
the future needs of this thriving market. Our domestic hub
in Hangzhou opened at the end of FY07 and will play a
major role in our new China system. We also created a new
administrative center for China in Nanjing and one for the
Asia Pacific region in Manila. We added more capacity to
meet projected shipping growth in South Korea as well.
A third area of significant accomplishment is our continuing
commitment to improving our customers experience at
every FedEx touchpoint.
We know that expanding the physical networks of our
companies is not enough. We must also fulfill our Purple
Promise: I will make every FedEx experience outstanding.
In FY07, we revamped our Service Quality Index across
operating companies to better reflect customer needs.
This is making our networks easier to use and helping us
offer new solutions that enable customers to build their
businesses by tapping into the power of access.
FedEx team members in our operating companies literally
see the world from the air, the ground, and from store
windows facing main streets and malls in cities and towns
of every size. From every angle, we see opportunities to
improve the quality of life for people in the communities we
serve. We continue to act on many of those opportunities,
both in our daily business activities and through our
corporate citizenship activities.
In FY07, we expanded our long-standing commitment to
bring help quickly when disaster strikes. We announced a
donation to the Salvation Army to deploy mobile canteens,
each providing up to 2,500 meals a day, along with a grant
to train Salvation Army emergency response personnel
in countries around the world. On a day-to-day basis, our
company continues to increase support to communities
by giving people access to needed food, education,
medical care, safety programs, and more. This past year,
in conjunction with Heart to Heart, we agreed to pre-stage
disaster-relief supplies in a response center in Kansas City



and in FedEx facilities in Subic Bay, Dubai, and Miami.
We also maintain a significant support relationship with
the Red Cross to help in times of crisis.
We recognize the importance of environmental stewardship
and the necessity of improving fuel efficiency. That is why
we are adding more hybrid vans to our FedEx Express
fleet and are participating in the development of improved
commercial hybrid powertrains, to accelerate the spread
and lower the acquisition costs of this promising technology
industry-wide. We will further reduce our energy intensity
and noise footprint by acquiring Boeing 757 aircraft, which
offer major reductions in fuel consumption per ton earned
over the planes they replace. Also with conservation in
mind, we have chosen the fuel-efficient Boeing 777-200LR
twin jet wide-body freighter to meet future international
expansion needs.
Our focus in FY07 resolutely remained on providing more
possibilities each day to our customers, while positioning
FedEx to extend access to more markets and offer more
services in coming years. This is how the people of FedEx
keep businesses small and large on the leading edge of
commerce equipping them for continued success in a
changing business world.
Though the years ahead will certainly contain challenges,
there will also be unprecedented opportunities. Whether in
China, Chile, California or the Czech Republic, people today
move to a global beat of new possibilities, thanks in large
part to the explosive growth of access to goods and ideas.
Its a future we at FedEx anticipate with great excitement.
Sincerely,

Frederick W. Smith
Chairman, President and Chief Executive Officer


Talking with FedEx results
in tailored solutions that
take advantage of our
global transportation and
information networks:
FedEx Express provides
time-definite shipping to
more than 220 countries and
territories. FedEx Ground
provides cost-effective, daydefinite package delivery
throughout the United States
and Canada. FedEx Freight
is a leading North American
less-than-truckload freight
company. FedEx Kinkos
is a leading provider of
document solutions and
business services, with a
global retail network of
nearly 1,700 locations.



Possibilities speak when we talk with customers about enhancing
their return on investment, increasing sales, improving the experience
for their customers or extending access to more of the world.
By understanding customers needs and tailoring solutions to serve them,
we help turn conversations into the fulfillment of valuable possibilities.







Sony
China
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FedEx framed the conversation around
Sonys end objectives with results
that help us grow our business.
Sonys business units span many segments of the
electronics and entertainment industries. But whether
its a movie, a music CD or a computer game, our
products all excite and touch the lives of our customers.
Thats really how the whole conversation with FedEx
started: How can we compete as a united front? We
didnt need vendors we needed a carrier that could
help us work smarter and grow our business. FedEx
talked with us to understand our business objectives.
They saw that some of our processes werent serving our
business needs and proposed changes to better address
what we really wanted to accomplish. We didnt expect
FedEx to focus on our business objectives, but thats what
made the discussions and the solutions so valuable.
The conversations extended to all of our business
units. If we said, We want X, FedEx asked what
X meant to us what was the root need? They
worked across the operating companies to build
solutions that help us better serve our customers and
vendors, reduce costs and give us the competitive
edge. Today, the conversation has become about
how were going to move forward in our industry.

Todd Yamagiwa, Director of Logistics,
Sony Logistics of America




Hitting critical street dates has
gotten easier for Sony and its
customers with the help of FedEx.
In Sonys business, the number one priority is meeting
the street dates when new products are expected to
arrive across retail outlets for public release. Missing
that window not only disappoints consumers and hurts
sales, it also results in retailer penalties and other costs.
FedEx saw that 100% in-transit visibility was essential.
We provided a creative technology solution that gives
Sony the information it needs to make solid decisions
if weather or other factors threaten the timing of a
shipment. And with the flexibility to access FedEx
express, ground and freight services to optimize
shipping, Sony has increased its on-time performance
serving retail outlets across North America.
The company is also taking advantage of a similar
flexibility to cut costs and better fulfill direct-toconsumer orders for computer equipment, electronics
and more through its Web site, sonystyle.com.
With thousands of product releases each year, Sony
counts on FedEx to keep the hits coming.





Crocs




Crocs gained global advantages when
FedEx changed the conversation
about what was possible.
When Crocs started talking to FedEx three years
ago, we were a small company that wanted to break
the mold in our industry. Footwear has always been
a seasonal business where retailers typically place
orders six months ahead. We wanted a greater ability
to match styles and colors to changing demand. In a
series of discussions, FedEx coached us on adopting
a direct distribution model that would give us the
just-in-time replenishment capabilities of a hightech manufacturer and save $5 million annually
on traditional warehousing and distribution. These
discussions brought our vision of rapid replenishment
to life with a solution unlike anything in our industry.
Weve relied on our relationship with individuals across
FedEx as weve grown from $13.5 million to more than
$350 million in sales over the past three years. Apart
from providing solutions for a wide range of issues,
theyve been a great sounding board for us. Its not an
overstatement to say that our conversations with FedEx
have been instrumental in our success.

Scott Crutchfield, VP of Operations,
Crocs, Inc.




With FedEx shipping options from
China, Crocs has turn-on-a-dime
control of its distribution.
Crocs invites everyone to walk a mile in our shoes,
but those shoes typically cross several thousand miles
to reach devoted customers feet. FedEx provides the
company with a suite of services to move products
manufactured in China to the U.S. market, matching
speed to demand.
Using an innovative technology solution developed
by FedEx, Crocs can select the best mode of delivery
for a shipment and generate the appropriate U.S.
domestic shipping labels in China. During peak
seasons and whenever the hottest-selling shoes
and new releases need to get into stores quickly 
FedEx Express moves bulk shipments by air and
breaks them down on arrival for delivery to retailers.
More classic stock moves in bulk via ocean shipments,
arranged by FedEx Trade Networks, for final delivery
through FedEx Ground and FedEx Freight.
Whether the company needs to meet a surge in
demand for a special product release, or a retailers
request for as few as 24 pairs, FedEx has given Crocs
the flexibility to choose the distribution method
to match.







China




What FedEx is doing in China
today is so different it opens
up possibilities that customers are
increasingly talking to us about.
Sometimes in order to change the conversation about
whats possible, you have to build the infrastructure to
support new ideas. We did this when FedEx began
service in the United States 35 years ago, and the
growth in China today is even greater. Middle-class
incomes are rising dramatically China is expected to
become the worlds third-largest consumer market in
the coming decades. By building two new hubs here,
were expanding access within the country and for our
customers around the world.
In May, our new China domestic hub in Hangzhou began
operations, providing time- or day-definite service to
more than 200 cities and counties poised for growth.
And in December 2008, well relocate our current Asia
Pacific hub in Subic Bay, Philippines, farther north to
Guangzhou. Its a move that uniquely positions us to
serve the global demand for service in and out of the
booming Pearl River Delta region. These investments
are initiating some of the most powerful conversations
we have today: helping companies large and small
navigate this market and grow their business here.

David L. Cunningham Jr., President,
Asia Pacific, FedEx Express




Even before a conversation starts,
were looking ahead for new
answers. FedEx Innovation Lab was
created for this purpose.
Our job is to keep changing whats possible. That means
using imagination to address needs that others havent
anticipated or maybe never thought could be met.
FedEx was founded on this ability, and we set up the
lab to support innovation by exploring emerging
technologies and ideas that might be applied anywhere
from two years to much farther into the future.
Within our portfolios, were working with mobile
technologies, biometrics and video object recognition,
as a few examples. Some of the applications are
operationally driven; others are more customer-focused.
Ultimately, theyre all designed to contribute to the
customer experience. One innovation were piloting now
is packaging with sensors that continually monitor
temperature, humidity, speed and light factors that
are critical for certain types of shipments. Advanced as
it sounds, it goes back to our idea that the information
about the package is as important as the package itself.
This important principle has driven FedEx from
the beginning.

Miley Ainsworth, Director,
Innovation and Scanning Technology,
FedEx Innovation Lab

0





MESSAGE FROM THE CHIEF FINANCIAL OFFICER

To Our Shareowners:
FedEx delivered solid financial performance for our
shareowners despite increasingly challenging economic
conditions in fiscal 2007. Our results benefited from the
continued strong growth of our ground and international
express businesses and from our investments to
expand our portfolio of service offerings, drive
revenue growth and increase productivity.
We completed strategic acquisitions in three
dynamic international markets China, India and
the United Kingdom and began offering domestic
time-definite service to customers throughout China.
In the United States, we absorbed the acquisition
and network integration costs associated with our
new FedEx National LTL business. We also made
investments in technology and network infrastructure
at FedEx Ground, which have resulted in faster
delivery lanes and increased productivity. Finally,
we continued to expand the FedEx Kinkos retail
network with 226 new store openings in FY07.
During the year, we also announced our intentions to
modernize our employee retirement plans in response
to a changing regulatory landscape and shifting
demographic trends. The recently adopted and proposed
accounting rules presented an unacceptable level of risk
and volatility to the future of the company. Under our new
programs, we expect our retirement plan costs to become
more predictable. In addition, we were able to reduce the
impact on shareholder equity of the adoption of SFAS 158

by $1 billion. We feel these changes balance our
responsibilities to remain competitive in the future, to
provide our employees with a comfortable retirement and
to maintain our fiscal responsibility to our shareowners.
In FY08, we will continue to be challenged by a soft
economic environment; however, we will continue to
make significant investments in our global networks.
These investments will position our company to
continue to achieve our long-term financial goals
of improving earnings, margins, cash flows and
returns for our shareowners. We have an excellent
track record in this regard. Over the last 10 years,
our revenues have grown more than 11 percent on
a compounded annual basis while net income has
increased more than 18 percent. Equally as important,
our shareholders have earned more than 15 percent
annually on their investment during that time.
Thank you for your continued support as a FedEx
shareowner. I hope you share my confidence that we
will deliver on our long-term financial goals for our investors.

Alan B. Graf, Jr.
Executive Vice President and Chief Financial Officer
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