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International Conference Call 
Arezzo&Co 

4th Quarter 2011 Results 
March 2, 2011 

 

Operator: Good morning ladies and gentlemen. Thank you for waiting and welcome to 
Arezzo&Co’s conference call for the results of 2011 and for the 4Q of 2011.  

All participants are connected as listeners only. Later we will open a questions and 
answers session and further instructions will be provided. This conference call is being 
simultaneously translated into English. Questions may be asked normally by participants 
connected abroad. 

If you need the assistance of an operator during the conference call please dial star (*) 
zero (0). We remind journalists and other press professionals that this conference call is 
exclusive to the financial market professionals and to current and potential stock holders. 
Any questions should be forwarded to Caroline Muzzi, press officer, and her contact is 
available at the company’s website at www.arezzoco.com.br. This conference call, as well 
as the slides, is being transmitted simultaneously on the internet, also accessible at the 
company’s website. 
 
If you have not received a copy of the results release Arezzo&Co, released yesterday 
Thursday, March 1st you may find it at the company’s website. Finally, please note that this 
conference call is being recorded and the audio will be available at the website after 
conclusion. 

Before we proceed we would like to clarify that any statements made during this call 
regarding the company’s business prospects as well as projections, operational and 
financial goals concerning its potential for growth are forecasts, based on the expectations 
of the management for the future of the company. These expectations are highly 
dependent on domestic market conditions, on the general economic performance of Brazil 
and international markets and are, therefore, subject to change. 
 
I will give the floor to Mr. Alexandre Birman. Please Mr. Birman, you may continue. 
 
Mr. Alexandre Birman: Good morning. I would like to greet and thank all the…, all those 
presents and the participation on our fifth results conference call where we will discuss the 
year 2011 and 4Q11. It is always a great pleasure to have this interaction with the market. 
I have here with me the CFO of the Company, Thiago Borges, and our Investor Relations 
Manager, Daniel Maia.  

Please, go to the third page of the presentation. I would like to make some comments that 
are important about last year and we will later discuss the details of the results and later 
open a Q&A session.  
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Today it is exactly one year and one month since our IPO, it was on February 2, 2011, and 
I may say that I by closing this first cycle of results we are very satisfied and pleased with 
the growth experience at our organization due to this process. I am certain that 2011 is a 
mark in our history with the Arezzo&Co’s shares entering the BOVESPA segment Novo 
Mercado continuing the strategy for sustainable and long-term growth.  

The inclusion of the investors and the funds raised from the stocks, the share offer, 
strengthens the commitment to consolidate the leadership of the company in the footwear, 
handbags and feminine accessories market. With an Investor’s Relations policy that is 
transparent and dynamic the company reinforces its commitment to the financial market. 
We participated in eleven conferences with investors in Brazil, US and Europe, organized 
our first Arezzo&Co Day to debate our business model with investors and we received 
hundreds of minority shareholders and investors in our offices and stores.  

The objectives outlined for 2011 were challenging and the high level of commitment of our 
team, the targets set were met. We expanded our chain in thirty-eight stores, remodeled 
seventeen stores expanding our sales area in 22%. 2011 the gross revenue increased 
21% with the expansion of the operating margin and the net income increased 42%. 

The continued investments in marketing and product development, the main pillars for 
Arezzo&Co, had a positive impact on our results. Owned stores, for instance, increased 
11.4% in same-stores sales in the year and 15% in the 4Q, especially due to the increase 
in product volumes. The gross margins per channel maintained these levels proving 
Arezzo’s abilities in managing cost prices.  

All four brands presented an increase higher than 18% with better improvements in 
operating aspects, geographic expansion and distribution and of the work with 
communication and marketing in all medias. A highlight is the brand, the awards received 
by Arezzo and Schutz brand in 2011 for being those who interacted most with the client 
through social networks in the footwear market. 

Thinking of the future years a detailed plan was conceived to consolidate the Schutz brand 
in Brazil through the monobrand stores. In the second half of the year the first franchise of 
the store began operations with the opening of the six new owned stores and the 
remodelation of, and adjustments of three more stores. The results of these first openings 
reinforce the conviction of the growth of the brand and the implementation, the successful 
implementation of the new expansion plan. 

The strengthening of the Company’s infrastructure supports the growth project. In 2011 we 
renewed our old Distribution Center structure and doubled the capacity for receiving, 
processing and delivery. This increases our speed of response to market, reduces freight 
expenses without requiring active investments. There was also evolution of the retail 
information system as a result of the increased investments in the last two years. In the 
future the objective is to reinforce the IT structure with continued investments. 
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This year the Company maintained its commitment of strengthening our people. The first 
trainee and internship programs were created successfully. In 2012 we will launch our 
Partner Executive Program, fostering the ownership culture for Arezzo&Co to a stock 
option plan in line with our prospects disseminated at the IPO. The training of personnel 
also added to 107,000 hours, resulting in clear development of the team and this allowed 
us to aim for greater challenges in the future. 

In Arezzo&Co a met target is nothing but the basis for the next one. Therefore we remain 
confident and motivated as far as our perspectives for 2012. 

Moving on to page 4 on the results analysis we see that the gross revenue in the quarter 
increased 16.9% reaching 255.8 million with a highlight for the performance of the 
domestic market presenting a growth of 16.9%. Considering the year 2011 the gross 
revenue reached 862.6 million, a 21% increase over the previous year.  

Moving on to slide number 5 we have the gross revenue per distribution channel where we 
see growth in the quarter and in the year on all channels. The sales increase for the 
quarter was leveraged especially by the owned stores channel due to the opening and 
expansion of stores. In 2011 the owned stores sales area increased 67.9% leading the 
sales to increase 57% in the 4Q and 38.4% in the total of the year compared to the 
previous year.  

The franchise channel had the 4Q results impacted mostly by the lower duration of the 
summer collection in about two weeks, which resulted in a smaller need for sell in of the 
Summer products on 4Q11 compared to the 4Q10. Reminding you that January and 
February there is no sell in of summer products.  

This change in calendar is a reflection of the anticipation of the winter window for 2012. 
We change the windows after carnival and this year carnival happened two weeks earlier 
than last year. Due to this shorter summer collection we estimated that the franchise 
stores required 5% fewer products for the collections. So if we exclude the calendar effect, 
the same-store sell in, the same-store sale should be significantly greater in the first, in the 
quarter. 

I would like to talk about multi-brand. Commercial policy stimulates stores to participate in 
all seven to nine collections of the year. The summer collection and winter collections of 
2011 were deliberated ahead of time so the sales of the summer collection for the channel 
concentrated more in the 3Q compared to the 4Q. 

Due to that the best way to analyze the performance of the summer collection sales in the 
3Q and 4Q11 would be comparing the second half of 2011 to the same period of 2010 
when there was an increase of 20.5%. For the year the multi-brand channel increased 
24.2%, from R$ 188.4 million in 2010 to R$ 234 million in 2011. 
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On page 6 we introduce the gross revenue per brand and we see the consistent growth of 
the group’s main brands in 2011. The Arezzo brand, our main brand, presented growth of 
18.3% compared to 2010. The opening of stores and the expansions of the areas of same-
stores has been contributing to the best performance of Arezzo. 

Schutz presented growth of 24.7% in the year compared to 2010 especially due to the 
good performance of the monobrand stores, in particular to the nine stores opened within 
this new format, as well as the expansion and remodelation of three other stores.  

On page 7 we present the evolution of the amount of stores per distribution channel and 
the evolution of the total sales area. We closed the 4Q with 334 stores and a total area of 
21.4 thousand m2, an increase in sales area of 21.7% compared to 2010. In this quarter 
we had 23 stores opening, seventeen of the Arezzo brand, four Schutz and two Anacapri.  

I will give the floor to Thiago Borges who will get into more details about our financial 
results. 

Mr. Thiago Borges: Good morning. Moving on to page 8 we present the gross profit for 
the quarter of R$ 80.3 million with a margin of 40.3% and growth of 17.8% compared to 
the same period of 2010. This improvement of the margin in 1.3 pp reflects the change in 
the channel mix with a greater representativity of owned stores in the quarter and the 
positive impact of the handbag imports. 

The Company’s business model is such that the pricing systems for the main distribution 
channel are stable and so the margin levels do not usually vary much. In the total for the 
year the gross profit reached 281.4 million, a 21.5% increase compared to 2010. 

Moving on to page 9 we have the Ebitda for the quarter and for the year. As we can note in 
the left side of the page the Ebitda in the quarter was at 33.2 million, an increase of 7% 
and an Ebitda margin of 16.7%. The negative variation of the Ebitda margin, 1 pp for the 
quarter, is a reflection of the increase of commercial expenses.  

Comparing the 4Q11 to the 4Q10 there was an expansion of 33.8% of commercial 
expenses. This means two expenses categories: those related to owned stores and the 
expenses with sales, logistics and supply. The impact on the Ebitda margin is a result 
exclusively of the greater expense with sales, logistics and supply. The own store 
expenses in the quarter increased (inaudible 13:24) compared to 2004, a lower increase 
compared to the gross revenue of the channel that increased 57%. 

Note that the owned stores channel presents commercial, general and administrative 
expenses as a percentage of the revenue higher than the other channels, which is 
compensated by an also higher gross margin level. Now, commercial expenses of sales, 
logistics and supply totaled 20.4 million, an increase of 27.2% compared to the 4Q10. Only 
the GTM Schutz project had an impact of 2.4 million in the quarter. 
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If we remove that impact the expenses with sales, logistics and supply presents an 
increase of 12.1% compared to the 4Q10. Therefore, the level of the Ebitda margin of the 
Company for the 4Q is stable compared to 2010. In 2011 the Company generated 117.7 
million of Ebitda, presenting an expressive growth of 23.3% compared to 2010 and an 
Ebitda margin of 17.3%, an increase of 0.6 pp compared to the previous year. 

On page 10 we see the growth of the net income in 25.1% in the 4Q compared to the 
same period of last year, reaching 26.9 million. The net income in the period was of 
13.5%, an expansion of 1.2 pps. The increase in operating sales combined to the financial 
results of 2.9 million in the period contributed to the increase on the net income for the 
quarter. In the year, net income was 91.6 million, an increase of 42% compared to the 64.5 
million in 2010. 

On page 11 we see that even with the investments that the Company normally does in 
working capital during the 4Q of each year, the 4Q11 there was an operating cash 
generation of 2.6 million. The main need of working capital of the 4Q is due to accounts 
receivables. That is when we deliver the high summer collection to franchisees and the 
multi-brand stores and the receivables of these deliveries take place in the first months of 
the next year. In 2011 the Company generated 43 million of operating cash.  

On page 12 we see that the Company invested 30.2 million over the year. Most of this 
investment is concentrated in the expansion and remodelation of stores in 2011, as well as 
investments in new points and remodeling expenses for the opening and expansions of 
eleven future stores. On the right side we see the investments reached 38.7 million in this 
quarter, very much in line with the previous quarter. Our investments policy remains 
conservative. 

Those were the comments we had for the Company’s results in the 4Q and for the year 
2011. I would like to open the conference call for questions and answers.  

Q&A Session 
 
Operator: Ladies and gentlemen, we will now open the Question and Answer session. In 
order to place a question please dial star (*) one (1). To withdraw your question from the 
list, please dial star (*) two (2).  
 
Our first question is from Mrs. Daniela Bretthauer, from Raymond James. 

Ms. Daniela Bretthauer: Good morning. Thank you for the detailed explanations of the 
impact of sell in, sell out, due to the calendar effect. But, I would like to talk about, looking 
forward, for instance, how much of this effect is on Arezzo’s hand to manage? I mean, you 
manage the launch and replacement of collections, so how much this calendar effect can 
actually get in the way or hinder the flow and the performance, both in the franchise 
channel and on the multi-brand? If you could talk about how much of this effect or volatility 
could be mitigated due to delivery schedule for the collections I would appreciate it. That is 
my first question. 



                                                        
 

 6

Mr. Alexandre Birman: Hi Dani, this is Alexandre. I thank you for your question because, 
really, there is a particularity of our business as we have sell in and sell out, and the sell 
out is increasingly more expressive in the last few months as part of our business model. It 
is important to clarify how this calendar works. 

But first I would like to understand your question a little bit to know that, what you said 
about our adjustments of the calendar to mitigate this transfer, it would be to meet a more 
constant demand from the market in our performance or do you believe that that impacts 
the final results of the store? 

Ms. Bretthauer: No, it is for the projection on our side, so that we could have a better 
predictability of the Company’s performance, so I think we need to understand from the 
Company’s side, how you do that, so that we can get ahead… or the suggestion is: look at 
multi-brand channel always in the half of the year? Just for us to be able to better manage 
the expectations with the investors that this volatility exists or a seasonality exists and it is 
normal to your business, and it is not such a given, so we can better manage this.   

Mr. Birman: Daniela, thank you again for your question because we know that this is an 
important question to make it clear to the market, so that there is no surprises over the 
year. I must say that this question this issue exists in the Company since 2007 when we 
started the culture of the quarterly announcements of the results. My father always said 
that we should create a new quarterly schedule to effectively reflect the collections and not 
the annual calendar of closing quarters. But I think your suggestion is excellent especially 
in the multi-brand channel. Multi-brand and franchise should have a quarterly performance 
analysis because they will have a reflection in terms of sell in on the performance of the 
collection, the winter collection in the first half and the summer collection in the second. So 
I think your concern is to understand the Company’s performance and how our results are 
in terms of sell in.  I think your suggestion is excellent; to have a quarterly analysis. 

About how this calendar operates, our objective is to always have the right collection at the 
right time at the stores. So, what really guides us is the sell out calendar – the sell in 
calendar is made to meet the needs of the schedule for sales. 

And I take the opportunity to say that if you look at the 4Q we had an exceptional 
performance in owned stores and franchise. The answer, especially in franchise stores 
that we do not disseminate their own specific same-stores sales, but our winter sales, the 
sell in for them in November/December were excellent. In January, winter two especially 
today, we are already launching the winter three and the sales are also very positive. So, 
those are the first results of the pre-fall sales which took place during February. 

So there, the purchases are very good, everyone is pleased with the results and what 
shows the results in the end was very expressive in the 4Q. It is nice that in the first two 
months of 2012 we have already consolidated the sales results and they are very in line 
with the same-stores sales met on the 4Q last year. 

So, our company does operate as a central access to meet the sell out calendar and 
develop the sell in calendar based on that. That is the objective of the Company, to work 
within that schedule; and we are very comfortable with how this is done and how fast we 
are able to bring new products to the stores, adjusting the timing to meet the sell out. 
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For example, right now our big objective is to still deliver products for the Mother’s Day last 
week of April, first of May, and with that to start well for winter during the month of , May 
and the Brazilian’s Valentine’s Day in June. So, I think that your idea is an excellent one. 

Ms. Bretthauer: Thank you, if you allow me a second question I would also want to 
understand if you are comfortable with the expenses level for owned stores and sales, 
logistics and supply which is what caught my eye in the results for 2011 4Q, because there 
was a concentration of openings, fine but, in general overall 2011.  

And what can we expect of these two lines for 2011? I mean, owned stores expenses, we 
are expanding them, they have a differentiated structure, so we cannot really touch that so 
much. It will depend on the maturation curve of the owned stores. But on sales, logistics 
and supply we see an opportunity of cost reductions or savings.  

If you could break it down, maybe give us guidance of how these commercial expenses 
line will perform for these two items, it would be very helpful. 

Mr. Thiago Borges: Thank you, Dani, it is Thiago here. The break down in your 
suggestion is ideal, looking a little bit at the owned stores expenses differently than sales, 
logistics and supply. For owned stores expenses what happened in 2011? The expenses 
of owned stores increased over the year 31% and the revenue of the channel increased 
38%, so it was 80% of the growth of the revenue. 

For 2012 what you can expect is that the owned stores channel will increase at similar 
levels at similar rates than 2011. The numbers of openings concentrated in the end of 
2011, remodeling and expansions in the end of 2012 so, it should be similar growth. If you 
apply a similar percentage than used for the previous year, in our opinion it reflects what 
may happen to our company. 

In terms of commercial sales, logistics expenses, where over the year the Company 
presented an increase of 21%; but excluding the increase it would be in 14%. I believe that 
this 21% figure for 2012 is a bit strong. We hope that even though the Company has 
initiatives, projects to structure teams, to be able to leverage sales and foster growth, we 
expect to increase again. 21.7 would not be our objective; we seek a lower amount, 
looking for the reduction of this line. 

Ms. Bretthauer: Alright. Thank you very much. Those were the questions I had. 

Operator: Excuse me. Our next question comes from Mr. Matt McClintock from Barclays 
Capital. 

Mr. Matt McClintock: Hi everyone, thank you for taking my question. I actually have two 
questions if I may. The first one is more a clarification question and I hate to keep talking 
about the calendar shift, but it appears that there were really two shifts here that had an 
impact on the Company in terms of calendar shift. There were shifts at your merchandising 
calendar and there were shifts in the holiday calendar, related to carnival. 

And I just wanted to clarify some things: the decrease in sell in in the franchises this 
quarter, in the 4Q, due to the earlier carnival season, holiday, how should we think about 
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that in the 1Q12? Because the summer, does that increase your sell in in 2012 because 
you have a longer quarter post carnival sell for this particular year. That is my first 
question. 

Mr. Birman: Thank you for your question and you are right. Actually there are two effects: 
there is the merchandising calendar and there is the anticipation of the carnival holidays in 
two weeks for 2012. So, for what you said actually, the impact of the increased collection, 
in terms of what will open in the space for summer is in the winter collection. So we are not 
going to sell it only in the 1Q but if you get the combination of the first and second 
quarters, in terms of sell in for franchise channel it will effectively have a more expressive 
increase than the first half of 2011 because the winter collection will be at the stores for 
two weeks longer, so, yes, you can have that expectation. 

Mr. Maia: Just to inform you, the sales that Alexandre mentioned will only be recognized 
between May and June on the Company’s... 

Mr. McClintock: Great, thank you. And the second question is just: can you provide us an 
update on your working capital initiative that you worked on throughout 2011?  Maybe just 
talk about from the lessons you have learned on in terms of trying to get the right amount 
of inventory to the stores, to the franchises and where, how much more room you think 
you have to grow in this particular initiative? Thank you. 

Mr. Borges: Thank you, Matt, for your question. Specifically about inventory within our 
working capital, throughout 2011 we had some initiatives that impacted the number but we 
were able to manage the level of inventory to maintain it on similar levels compared to the 
previous year. 

The main initiative in terms of inventory that may result in an occasional increase is the 
anticipated inventory, seeking to first, have a more advantage on the negotiation of cost 
benefiting the clients on the other end and having the products available ready for delivery 
in the future. Comparing December 2011 to December 2010 these two initiatives were 
already ongoing and the impact of that for 2012 is that, probably these inventory levels will 
remain similar to 2011 because the main adjustments have been done. 

Another fact of the inventories strategy is the replacement of continued products, Arezzo 
Classic for Arezzo and the Schutz line. For both brands these lines represent already 5% 
of the revenue presented by the Company in the second half. And in the first half this 
initiative was not expanding as much as it would be now in 2012. But the inventory line 
should have a similar seasonality compared to the previous year in number of days as 
well.   

For accounts receivable… 
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Mr. Maia: Just something to add, I am sorry. In inventory there is something that affected 
is that the owned stores are increasing within the group and owned stores have one and a 
half month more inventory. That is, the store’s inventory, and that does impact the 
consolidated result. 

Mr. Borges: So, going back to accounts receivable, over the year there have been 
adjustments in terms of the opportunities of providing a longer deadline to franchise and 
multi-brand clients through the sale strategy. 2011 was very important to have this initiative 
with the increase on accounts receivable of approximately R$ 50 million in the year, half of 
it is due to an increase in revenue and the other half to the number of days in the accounts 
receivable.  

And the impact of this initiative for the franchisees is of only 7 million if you look throughout 
the year. Everything else is in line with what Daniel just said and, the change in the 
channel mix for the Company the other stores have a longer profile of accounts receivable 
than the average of the Company. 

Mr. McClintock: Thank you very much. 

Operator: Excuse me. Our next question comes from Mrs. Irma Sgarz, with Goldman 
Sachs Bank.  

Mrs. Irma Sgarz: Good afternoon. Thank you for taking my question. I would like to 
understand how the Capex level for technology initiatives with the IT system will evolve in 
2012. I remember that on Arezzo’s Day in December you mentioned that that level of 
expenses with IT Capex would now be of 0.8 to 1% of gross sales. I think it was even 
below that in 2011, but you said that you believed that later this would probably increase to 
2 or 3% of the gross revenue. I would like to confirm that information and if we should 
project this increase for many years, forever, or maybe just for one year while you are 
investing in the system? Thank you. 

Mr. Birman: Thank you for your question, this is Alexandre. I will open our answer placing 
a more strategic issue of the Company and then Thiago will give you more financial 
details. The Company is indeed entering a period of great investments in IT. We need to 
structure our Company to support that growth and in 2011, of course, not so expressively. 
But we already began expanding our investments in IT, already diagnosing the computer 
technology plan and as of the second half of 2012 we will effectively have more 
investments and excellent changes, a great improvement to our systems, to the speed of 
our information. So, as a result, an improvement in the flow of our business. 

So it is a very investment but we are certain that this investment will have a high ROIC 
because through that we will be able to further reduce our lead time between placing 
orders and delivering orders at the store; we will be able to reduce the inventory levels at 
the store, having more assertive products with a more dynamic read of the store sell out. 
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So, a lot of improvement that will justify very clearly the investments that will increase at 
this point. 

Mr. Borges: Being more specific in terms of numbers now, the IT investments, both in 
Capex and Opex, are of around 0.9% of our revenue. In the future we will bring this 
number up to close to 1.5%. We have this project for the technology plan for the next three 
years. This project has not been approved yet but if approved we will notify you, but that 
should require approximately R$ 20 million over a period of three years. Very little in 2012, 
but stronger in 2013 and onwards. So, yes, you can expect an increase in terms of Capex 
for IT.  

Ms. Sgarz: Thank you, Alexandre and Thiago. Just one more question about systems. I 
should imagine that as of the end of 2012 maybe early 2013 all of the franchise stores will 
might have migrated to the sell-out monitoring system or is that something that will take 
place earlier? 

And about the numbers you mentioned Thiago, just to confirm: numbers of Capex and 
Opex now 0.9%, that will increase to 1.5% more or less, maybe not now in 2012 but 
starting on  2013, is that it? Thank you. 

Mr. Borges: So, starting from the last question, yes. The investments will increase more in 
2013 

Mr. Birman: So, going to what you said about the sell out reading, I believe that as in all 
issues related to IT, you never achieve the ideal product because you are always evolving, 
you improve the data collection, you believe… you improve the information, you can 
always improve more. So it is an ongoing evolution. 

And as a result we could say we have evolved a lot in the last two months with the Arezzo 
Classic project. That was part of our strategic planning and it was discussed in our road 
show, the increase of the strategic inventory. So the Arezzo Classic already has a weekly 
reading of the sales for each store, not only general sales but per size and the 
replenishment of these products is done individually. 

So if is the franchise sells four pairs of size 34 we will sell, not only the set of size 34, we 
will sell 12 pairs and this is already automatic today. There is no need for someone to call 
the franchisees asking them to place an order; the system is already online, and as Thiago 
said before, it is already responsible for 5% of our sales. 

To demonstrate the general connection with all the stores, yes. This will be ready by the 
end of 2012. We have today over 80% of stores in the same links system. A great 
dedication of our IT Director and the dedicated team to the links for retail/franchise and this 
is a dedication that we will maintain for a long time. 
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Ms. Sgarz: Thank you. 

Operator: Our next question comes from Mr. Gustavo Barreto from Dynamo. 

Mr. Gustavo Barreto: Hi, good afternoon. I have two questions. The first one, about the 
contract with the Star. I saw that you decided to continue with another provider and my 
question is about the payment of R$ 8 million. Was that a payment to close the contract or 
was that payment in reference to services provided in 2011 or to be provided in 2012? 

Mr. Birman: Hi Gustavo, it is Alexandre. Answering the second part of your question the 8 
million were paid to terminate the contract and from that point we initiated negotiations with 
a new provider which already indicates a significant reduction in the cost for the company. 
We estimate that the payback will be in three years, so there is a return of investment very 
good in terms of closing that contract and beginning with a new provider.  

Mr. Maia: Clarifying for those who have not follow this, this will only enter our statements 
in the 1Q12. 

Mr. Barreto: Excellent. My second question is about multi-brand stores. I would like to ask 
you to talk a little bit about the growth of the multi-brand stores per brand. Just to put some 
color into it, how the multi-brand was for Schutz or for Arezzo, please. 

Mr. Birman: First, about the multi-brand channel, if you allow me, about the specificity of 
the multi-brand channel I would like to take your question to give more color about our 
multi channels strategy and we are very convinced that this strategy is the best because 
we can take the most of each channel. We can have greater penetration, play with the 
seasonality. So, the Company is based on continued investments and growth in all 
channels that we are operating already, including multi-brand, franchise and owned stores. 
Unlike other companies, even public companies that are focused specifically on owned 
stores we are very comfortable with our multi-brand, multi-channel strategy. 

About the multi-brand channel, about 2011 first, and then the perspectives for 2012. The 
Schutz brand had a big change of the sales team, change of the commercial 
representatives. We had fourteen reps that had been at the Company for a long time. Most 
left the Company, the team was replaced with thirty six consultants, some commercial 
reps, but a smaller sales commission and five regional managers – that is a position that 
we did not have in the multi-brand distribution for Schutz. 

And the results that we had for the sell in of the collection, sell in on the collection, not 
revenue, it was 01 in December, 02 in January and as we mentioned we are already doing 
the winter for Schutz as well, we had an excellent increase in penetration. Very 
specifically, winter one last year we met 580 clients; winter one this year 760 clients. So 
with the strategy we will increase our penetration. 
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In the total multi-brand channel for the Schutz brand that should not be such a great 
growth because the main capital cities or large cities in Brazil, where the distribution is only 
done through the multi-brand channels, we will have the opening of owned stores and 
franchises and this will, maybe, mitigate a decrease of the Schutz multi-brand channel with 
a greater penetration of smaller cities with a sales team and the polarized brands 
throughout the country. So the general consolidated for the brand should remain the same 
but there will be a change from franchise to owned stores.  

In terms of the Arezzo brand, giving you details about it, in the early 90’s, when we started 
the franchise channel for Arezzo it was something very new in our country, and we granted 
some exclusivity to franchisees. There are cities that even have a 35km radius of 
exclusiveness. And the multi-brand channel for Arezzo due to that fact and the sell in 
calendar for the franchise channel that does not necessarily follow the multi-brand timings, 
our penetration we believe is still very low.  

We only have 700 points of sale for Arezzo multi-brand. We believe that there is a great 
potential for more penetration for the Arezzo brand not only due to that but giving you this 
information we hired the same consultants that did the GTM project for Schutz to do the 
same for Arezzo and one of the objectives is to redesign the multi-brand channel for 
Arezzo. So, for 2012 this project will be under construction, their effects will be seen as of 
2013 but we believe that there is an excellent potential for growth for the Arezzo brand on 
multi-brand channel. 

About Anacapri, it premiered, so to speak, in the multi-brand channel in the Couromoda 
2011. We had excellent results. That was maintained on Francal (the other trade show, 
main trade show). We are structuring the Anacapri brand as a project that is only three 
years old. 

Winter 2012 at Couromoda already presented very positive results, but it is difficult to give 
you an idea of where the multi-brand channel for Anacapri will be. We feel that the main 
channel for the Anacapri brand will be franchise stores, a different franchise model than 
we are creating and getting (I was told to not talk so much) but will talk about Anacapri 
brand. I do not know if I clarified it but it is a more detailed view of the multi-brand channel.  

Alexandre Birman brand is sold mostly in the US and Europe through multi-brand, 
department stores so it does not have penetration on the multi-brand channel in Brazil. 

Mr. Barreto: I understood, thank you. Alexandre was very helpful. I have one more 
question for Thiago. Thiago, I do not know if you can tell me; but if you can, how are you 
breaking down the sell in expenses and sell out expenses between fixed and variable?  
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Mr. Borges: Ok. Sell in expenses when you look at it we go back to commercial sales, 
logistics and supply. The characteristic of this line is more of a fixed nature compared to 
owned stores. So for these expenses you can expect 50%, 60% of a fixed characteristic… 

Mr. Maia: Just complementing. If you discounted the Schutz GTM, which was something 
new, we go down to the number that Thiago said for 2011. 

Mr. Borges: Yes, everything that I am saying is on an ongoing basis, of course our 
Company is, and has been in the past and probably will be in the future restructuring 
commercial departments in general, creating them. This may result on a different 
percentage than the one I am telling you, but on the ongoing basis should be that. 

For owned stores the fixed expenses percentage is much lower. The operating leverage of 
the own store business is much greater. So it is 80% variable and more or less 20% fixed. 

Mr. Birman: Giving more detail to what Thiago said, Gustavo, for owned stores, when we 
negotiate a position of a point we do not discuss the fixed rental because we always work 
with, or we often work with, variable rent, and their percentage is in growth. Now we are 
going back to shopping centers operations to negotiate variable rent because the total 
amount that the brands contribute to the payment of rent of shopping centers is very 
expressive. 

Same thing with the sales team. Our sales team rarely receives the minimum salary; they 
always receive the percentuals because they work very well. 

Mr. Barreto: Understood, it is very clear. Thank you. 

Operator: Our next question from Mr. Robert Ford, from Bank of America. 

Mr. Robert Ford: Thank you and good morning everyone. Please, can you clarify, I have a 
doubt in the information in the press release, in the number of handbags, is an important 
segment. I do not know if the number or the data of the 4Q11 include promotional 
handbags. 

Mr. Birman: Excellent, Bob. How are you doing? Thank you for your question. This is 
Alexandre. I do not know if you remember, but our first call with the market in the release 
of the result of the year 2010 we had a question about a gross margin slightly below the 
market expectations and the reason for that was the revenue of 42 thousand handbags the 
marketing that we call CRM,  where we purchase and resell with no gross margin for the 
handbags to the franchisees, so they have a low acquisition cost for the product and a 
very structured relationship with the end consumers introducing, thank them for their 
loyalty to the Arezzo brand over the years and this generates excellent loyalty results to 
hundreds of thousands customers registered in this project. 
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To mention this question in our 2011 statement we decided to have a trading importing 
and reselling all these products. So if you remove that effect from the total results in the 
number of the handbags sold you will definitely see an increase of 15.7% instead of a 
reduction. 

Mr. Ford: Ok, so it is a much higher value as well.  

Mr. Birman: Yes, exactly. 

Mr. Ford: Thank you.  

Operator: Our next question comes from Mrs. Juliana Rosenbaum from Itau BBA. 

Mrs. Juliana Rosenbaum: Good afternoon. I would like to talk about the sales of other 
brands, Anacapri and Alexandre Birman. We see relevant performance, still small but no 
that small anymore. It is selling quite well. I would like to talk a little bit about Anacapri. I 
know Daniel has already told you off as to not to talk so much, but I wanted you to talk a 
little bit more. How is it going? How is the economics of the stores, are they performing 
within expectations, above expectations? When, is there an idea for a more aggressive 
strategy for Anacapri going to be implemented?    

Mr. Birman: Hi Juliana. How are you? Let me tell you. We are still maturing the project. 
The first item to conclude, last week we had a pleasant surprise of getting to the project, 
the final project of the store. The stores were made very quickly, we had a change in the 
Anacapri portfolio a year and a half ago and after a lot of struggle it is a big challenge to be 
able to get to a store project, a design that is practical, functional but must have a very low 
cost due to the strategy of having a large amount of stores with the revenue below simples 
to be a good, a great distribution channel to the brand. 

So, the architecture project is 95% ready, we believe that in 90 days the first store in this 
new project will be ready and our philosophy here in the Company is to test, and test, and 
test before doing it. Unlike other companies that open stores without testing it, we are 
testing Anacapri a lot, maybe we are even overdoing it; but my father and I are very 
detailed in terms of architecture of designs. So we have been spending a lot of time 
analyzing it.  

Within the project that I told you of the GTM Arezzo that we contracted, the GTM Anacapri 
has already initiated six months ago, and definitely over the 2Q12 we will have the 
possibility to go back to you and present a growth plan, a more structured growth plan for 
Anacapri. 

Mrs. Rosenbaum: So sales today in the multi-brand of Anacapri are still increasing aside 
from the trade shows? Is it still increasing sales to multi-brand? 
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Mr. Birman: Yes. My father’s philosophy is very interesting, that percentage information 
about absolute figures that are low, he does not really consider much. So if we talk about 
the percentage of Anacapri, same-store sales of Anacapri, it would be three figures. The 
multi-brand growth as well very relevant but the financial basis, even though the two 
brands Anacapri and Alexandre Birman respond to 20% of our revenue, we believe that 
the volume is still too low compared to the potential that the Anacapri brand has. 

But of course the multi-brand sales were very good at the end of the year; we had a very 
accurate strategy. This is a brand that does not have so much brand recall with the 
consumers. We had the idea at the end of the year, especially on the stores focused on 
the C and D social classes, hiring well-known stylists to develop special collections. We 
did that in Brazil with Dudu Bertholini and Isabela Carpeto, who have a good recall in 
Brazil.  

The products were very successful in our stores; at Couromoda we provided those 
products to the multi-brand segment as well. We are very pleased with the results 
presented by Anacapri and over the second half of this year we will be able to have a more 
structured plan. 

Mrs. Rosenbaum: Thank you, Alexandre. 

Operator: Our next question comes from Mr. Paul Trejo, from Blackrock. 

Operator: Ladies and gentlemen, if you have a question please dial star (*) one (1).  

Excuse me, if there are no further questions I will give the floor to Mr. Alexandre Birman for 
the final remarks. 

Sr. Birman: I would like to thank you all for your attention once again during this 
conference call. It is always a very important moment to interact with analysts,  investors. 
The questions are always very rich and make us think and rethink on our actions, our 
business model. 

During the year of 2011 there have been many, many hours dedicated to this relationship, 
which makes us very happy to see that through that big questions and issues have been 
implemented in the Company. This year that now begins, the results of the first two 
months were very positive, we are very confident that this year will be a year of great 
accomplishments. Thank you all very much and have a great weekend. 

Operator: Arezzo&Co’s conference call is now closed. We thank you all for your 
participation. Have an excellent day. 
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