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International Conference Call 
Arezzo&Co 

2nd Quarter 2012 Earnings Results 
August 2nd, 2012 

 
Operator: Good morning ladies and gentlemen and thank you for waiting and welcome to 
the Arezzo&Co conference call where the results for the 2Q12 will be presented. All 
participants are contacted only as listeners. Later on there will be a Q&A session for which 
instructions will be given. This call will be translated into English and overseas participants 
will be able to ask questions. If you need help from an operator during the conference call 
press asterisk (*) zero (0).  
 
We remind journalists and other media professionals that this conference call is intended 
exclusively for the financial market professionals as well as current and potential 
shareholders. Any questions you may have should be addressed to:  approach, press 
relations whose contact details are available on the Company website at 
www.arezzoco.com.br. 
 
This conference call and the slides are being broadcast simultaneously on the Internet and 
can also be accessed on the company's website. 
 
Should any of you not have a copy of the Arezzo&Co release published yesterday 
Wednesday, August, 1st, you will be able to obtain it on the company's website. 
 
Finally we remind you that this conference call is being recorded and the audio will be 
available on the website upon completion. 
 
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 and operational and 
financial goals concerning its potential for growth are all forecast based on the 
expectations of the management for the future of Arezzo&Co. These expectations are 
highly dependent on domestic market conditions, on the general economic performance of 
Brazil and international markets and are therefore subject to changes. 
 
I now hand over to Mr. Anderson Birman.  
 
Mr. Anderson Birman: Good morning everyone. I would like to greet the shareholders, 
investors and analysts for following our conference call about the results of the 2Q12. The 
second quarter marks the closure of the winter collection which is always our most difficult 
collection and the beginning of the summer collection cycle which is our most important 
cycle. The results of the winter collection were good and our entire commercial team is 
now preparing to change the winter windows displays to the summer displays of the 
beginning of August. 
 
With me at the teleconference we have in addition our COO, Alexandre Birman, we have 
our CFO, Thiago Borges and our Investor Relations Manager, Daniel Maia. 
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I will now give the floor to Alexandre for his explanations and then he will give the floor to 
Thiago Borges. At the end we all will be available to answer questions on the Company’s 
results and on our strategy. I wish everyone a good teleconference.  
 
Mr. Alexandre Birman: Good morning everyone. Thank you all for taking part in our 
teleconference for the results of the 2Q12.Beggining the presentation on page 3, I would 
like to comment on the main highlights of the 2Q12. 
 
Financial highlights: 
 
-  Net Revenue came to R$ 199.5 million, up 31% over the 2Q11. This performance 
alongside the greater participation of owned stores channel, helped expand the growth 
margin by 1.9 p.p. (percentage points) to came to 45.1 % for the quarter. Therefore 
EBITDA grew 22.4% to come to R$ 34.6 million with a margin of 17.4%.  
 
- Net Profit for the quarter came to R$ 25.8 million with a net margin of 12.9% and a 
growth of 7.2% over the same period last year. 
 
Concluding the highlights of the period, this was a quarter on which we opened 13 stores: 
4 owned stores (1 Arezzo and 3 Schutz) and 9 franchises (5 Arezzo and 4 Schutz). Store 
expansions were 4 stores, 2 owned stores and 2 franchises adding 212 sq.m to the 
network. 
 
Now going to page 4 and broadening our analysis of the results we see on this quarter the 
Company's Gross revenues grew 33.4% to R$ 258.7 million the highlight being the 
performance of the domestic market which grew 35.3% in the period. 
 
Gross Revenue for the half of 2012 came to R$ 467.6 million up 26.9% on the same 
period of 2011. 
 
Going to slide 5, we see a Gross Revenue by distribution channel where we see a strong 
growth both for the quarter and for the half in all of our channels. One drive of the growth 
in sales for the quarter was the growth in the concept of SSS (Same-Store Sales) up 
14.5% in the quarter for the franchise channel and 11.2% for our owned stores. The main 
lever of growth in SSS (Same-Store Sales) was the great volume of sales and not a rise in 
prices. It should be remembered that the SSS (Same-Store Sales) for the franchise brand 
is represented by the sales in major franchise stores - Sell-in - and we believe that this is 
an indicator that better reflects our growth to the quarter.  
 
With regards to franchise, our principal distribution channel, we find 23.1% growth in gross 
revenue for the quarter, 16.7% for the half. Since the calendar for the winter collection was 
two weeks longer in 2012 than in 2011, the sell-in had a positive impact on sell-in sales on 
the 2Q12. The franchise channel performed well this quarter especially given a strong 
comparison with the last year. In the 2Q11 the SSS sell-in grew strongly 24.2%. 
 
The owned store channel grew 89.3% in the quarter, 78.4% for the year-to-date driven by 
SSS (Same-Store Sales) of 11.2% and in the second quarter and 11.6% in the first 
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quarter. This result is a reflection also of the 19 stores opened over the last 12 months the 
6 refurbishments and expansions in the sales area.  
 
 
The performance for the SSS (Same-Store Sales) was homogeneous in all cities where 
Arrezo&CO operates. Correct product mix decisions and good stock turn-over in the winter 
collection stand out. It should be remembered that our refurbishments from expansions 
and recent inaugurations the Schutz brand has accounted for only a small portion of the 
store base as assessed by the SSS (Same-Store Sales) metrics. 
 
The multi-brand channel grew strongly in the 2Q12, 22.6%. The growth and the channel 
outreach contributed to this with the groups 4 brands distributed across 2224 stores 
throughout Brazil at oppose to 1602 in the 2Q11. 
 
Page 6 shows sales Gross Revenue by brand. We can see strong growth in the group’s 
major brands in this half. The Arezzo brand, the group’s major brand grew 23.4% over the 
2Q11. The intensification of the creation of new models of shoes contributed to results for 
this period. The highlights in “sneakers” under extensive coverage in the media -   Schutz 
grew 62.7% in this quarter anchored particularly by the growth in the brand owned stores. 
It's worth pointing out that there was a re-inauguration of the brand flagship store on Oscar 
Freire Street in Sao Paulo in a new format with 280 sq.m in sales area; 64 sq.m on which 
is dedicated to non-shoes sales which strengthens the development of new product 
categories. 
 
There was an expansion too in the store of the Iguatemi shopping mall in Sao Paulo 110 
sq.m adapting it to the new architectural design and with the large impact on sales and 
branding. I am taking the opportunity to say that our board of directors has approved the 
opening of a Schutz store and show room in New York. We believe this will happen in 
early September at 655 Madison Avenue. This initiative will leverage Schutz branding in 
the USA and promote greater interaction with the women of the USA. 
 
At the moment we are not expecting...there will be major interaction with the major buyers 
in the market. We are not expecting any further expansions in the USA. Many of the 
opinion formers for our brand are very often in New York. 
 
Page 7; shows changes in the numbers of stores by distribution and changes in a certain 
area of sales. We opened 13 stores - 6 from Arezzo and 7 for Schutz - and now I will give 
the floor to Thiago Borges. 
 
Mr. Thiago Borges: Good morning everyone. We now go to page 8 which shows Gross 
Profit for the quarter which came to R$ 89.9 million with a 45.1% margin; up 36.9% on the 
same period of 2011. Expansion on the gross margin by 1.9 percentage point reflects 
strong growth in revenue for the owned stores channel. The accumulated total for the year 
sales gross profit standing at R$ 157.1 million, 28.6% up on the first half of 2011 with a 
margin of 43.5% , 1.5 percentage points up over 2011. 
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The Company's business model made for stable pricing of systematic in the major 
distribution channels therefore leveled the gross margin slightly very little. On the same 
slide, we see the performance of the EBITDA in the quarter and the accumulated total for 
the year. As you can see on the right hand side the EBITDA for the quarter came to R$ 
34.6 million, up 22.4% and an EBITDA margin 17.4%, down 1.2 percentage points over 
the 2Q11, reflecting growth in SG&A specifically because of growth in the owned stores 
channels and the structuring of commercial area for the Schutz and Anacapri brand.  
 
In the first half the company generated R$49.3 million in EBITDA virtually in line with the 
same period last year. If you exclude the effects of non-recurring expenses in the first 
quarter the EBITDA would have grown by 16.9% coming to R$ 57.3 million with a margin 
of 15.9%. 
 
On page 9 you can see the performance of Net Profits for the quarter which came to 
R$25.7 million, up 7.2% over the same period 2011. Net Margin for the period was 12.9% 
down by 2.9 percentage points. It is worth commenting that there was R$2.2 million fall in 
the financial results of the period owing due to reduce income from financial investments 
because of falling CDI. Net Profit for the first half came to R$36.6 million. Excluding the 
effect of non-recurring expenses in the first quarter, Net Profit would have come to R$ 41.9 
million reverse of 8.1% and a margin of 11.6%. 
 
Going on to page 10, I would like to  comment on the Company's operational cash 
generation in the quarter which as we see was R$ 37.9 million with a slight expansion in 
the balance of accounts receivable owing to the greater importance of the owned stores 
channel in the sales mix. 
 
Going on to page 11 the figure on the left of the slide, shows that the Company invested 
R$ 14.5 million in the quarter. Most of these investments is concentrated in the expansion 
an refurbishment of stores including 4 openings and 2 expansions in this quarter and 
therefore 6 constructions and expansions not yet inaugurated. The quarter investments 
are largely related to the modernization of the Company headquarters. On the right we see 
that total indebtedness it came R$ 51.1 million; we should point out that over the second 
quarter we raised R$ 9.8 million from a new credit line with FINEP with R$ 27.4 million. 
This is a long term contract with a cost of 5.25% per year. And our indebtedness policy 
remains conservative with a very low cost of debt. 
 
Those are our comments of Arezzo&Co results for the second quarter. We would now 
begin the Q&A session. 
     
 

Q&A Session 
 
 
Operator: Ladies and gentlemen we will now begin the Q&A session. To ask a question 
press asterisk one (*1) and to delete your question from the list press asterisk two (*2). 
 
Our first question is from Mr. Ricardo Boiati, from Bradesco. 
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Mr. Ricardo Boiati: Good morning everyone. My first question is in relation to SSS (Same 
-Store sale). It seems you are able to deliver a good growth level in your Same-Stores 
even with a more challenging financial scenario in this quarter, in this half year. So in 
regards to the consumers behavior and Arezzo's brands have you seen and different types 
of effects in the macro-scenario or do you feel that you are not affected by the economic 
slowdown and what do you expect for the second half if you can wait to see if there is 
going to be a pick up in the economic scenario? Do you have any idea for June already for 
your figures? So if you could give us an idea about your thoughts for the third quarter? 
 
Mr. Alexandre Birman: Ricardo thank you for your question. This is Alexandre speaking. 
In regards to our consumers behaviour it was a definitely more challenging scenario than 
comparing to the previous one; and there is also the thing about absorving the ideas in 
fashion and changing that into fashion, into a product and the right time for our consumers 
to buy it, so that was really clearer in this first half. And we also believe that since our 
consumers aren’t so exposed to the need for credit to buy products, it doesn't affect us as 
much as the consumers like in the class C bracket that are affected by the credit so we 
believe since our consumers are from AB brackets, they have a better purchasing power 
than class C in a this turmoil scenario.  
 
For the second half it is hard to speak because the main leverage for the third quarter is 
going to be the launch of the summer collection and for the other brands in the group and 
based on that we can see the trends for our third quarter. Thank you. 
 
Mr. Ricardo: Thank you Alexandre. If you allow me I have a second question in regarding 
to the EBITDA margin. In this second quarter we saw a contraction of that margin based 
on the expansion of owned stores and little slower sales since these stores were just 
inaugurated; but looking into the second half can we see any expansions of the EBITDA 
margin year on year since the operation of these new store will become more mature and 
then you can dilute these expenses and have less pre operational expenses? 
 
Mr. Thiago Borges: Good morning Ricardo this is Thiago Borges speaking. Thank you for 
your question. In regards to the EBITDA margin that we had for the first half it was very 
much in line with our expectations given that we had the expansions of our owned stores 
and growth in this channel and the structuring of some teams specially the franchise, the 
Schutz franchise team and that would leverage the sales in these channels that we expect 
to see in the second half. Although it was expected it doesn't mean that we are satisfied 
with the EBITDA margin that we are presenting and for the second half the operating 
leverage that we expect to show should have an improvement compared to first half 
overall. And we can't do that now based on the internal initiatives that we have but 
throughout the second half we do expect an improvement in the operating leverage for the 
Company.     
 
Mr. Alexandre Birman: Here is Alexandre Birman adding. It constitutes definitely a strong 
point in our operation.... 
 
Mr. Ricardo: Ok. Thank you very much. 
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Operator: Excuse me our next question comes from Mrs.Juliana Rosenbaum, Itaú BBA. 
 
Mrs. Juliana: My first question is I would like to know how is the non-shoes sales going at 
Schutz. Do you have the same daily proportion dedicated to non-shoes or this is very 
according to the store size? Is it selling above or below expected in non-shoes? What do 
you expect? 
 
Mr. Alexandre Birman: Hi Juliana. Thank you for your question this is Alexandre 
speaking. Well let's talk about Schutz. Although there was a huge growth in owned stores 
and franchises most high brands still have a strong weights on the sales so the non-shoes 
sales in multi-brands is much harder than our owned stores because the stores owners 
don't have a specific area for non-shoes. So if you analyze the growth of the participation 
of non-shoes in Schutz it is still a shy growth but when we go on into the stores reality I 
can guarantee that as a result of our new architectural project which has an exclusive area 
for selling non-shoes.  
 
The growth is from 5 to 10% in stores. So there is already a good growth of non-shoes 
shares. But there are still many points that we have to adjust specially regarding to 
sourcing because it is a new supply cluster for us and I am sure that throughout the 
second half our share should have a good growth and our major focus now is to work 
together with our multi-brand so we can increase our non-shoes sales in multi-brand which 
is very relevant to the brand. 
 
Mrs. Juliana: Alexandre, if you consider the gross margin of non-shoes in the Schutz 
stores how is it compared to Schutz shoes? 
 
Mr. Alexandre Birman: It is very much in line with the gross margin share of shoes. 
 
Mrs. Juliana: Ok. Thank You. Just one more question. And also in regards to the 
commercial structure and the new expenses for this commercial structure, not only in 
regards to people about what you have in this new structure and also expenses, what do 
you still have to do? How far away you are from the level that you believe that is 
sustainable in the long term? 
 
Mr. Alexandre Birman: We believe that we already have most of the positions for the 
franchise channels that is going to take place in this second half for the Schutz brand 
already filled. In these past days we visited franchised stores and we had amazing sales. 
And regarding the non-recurring expenses in regards to personnel we believe that all the 
investments in regards to the brand are at the level that is already enough to carry out our 
growth but I would like to highlight that in marketing since franchises have a slow share in 
regards to the brand so the investment is inside SG&A.  
 
Arezzo is different, they have a lot more franchises so the advertising fund is the main 
sponsor that we have in communication and marketing. So as Schutz grows in franchises 
we are going to have a certain dilution of that because the advertising cost will contribute 
more with them. 
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Mrs. Juliana: Ok. And you think that it is close to what is planned? Is that just for Schutz 
or are you setting up the structure from Anacarpri or even to GTM from Arezzo? 
 
Mr. Alexandre Birman: No. Not Anacapri. Anacapri is still focused on the 8 stores that we 
have and the 700 points of sale in multi-brands where the brand is present. In a low 
number compared to the average price and the capacity, as this brand becomes more 
consolidated it can have a hard capacity of growing. Within Arezzo brand it is worth 
noticing that we are studying a true potential and we are working with a specialized 
consulting firm from multi-brand so it is hard to say if the brand has the ideal structure for 
growth in the upcoming year. 
 
In regards to the other channel that we don't open it up to much in our operations but it is 
still...it is becoming more and more important and specially in growth is web commerce so 
for that channel we have to have a stronger frame works so we can eventually capture 
more gains and increase our revenues in that channel. 
 
Mrs. Juliana: Thank you Alexandre. 
 
Operator: Our next question comes from Mr. Fábio Monteiro with BTG Pactual 
 
Mr. Fábio: Good morning everybody. I have a question about the store that is being 
planned in the USA. Do you have any plans to open other stores? Is this a test? Do you 
have any intension of opening any Alexandre Birman stores abroad besides Shultz or is it 
that just a leverage multi-brands? And I also would like to know the initial CAPEX for that 
plan? Thank you. 
 
Mr. Alexandre Birman: Thank you for your question Fabio. This is Alexandre speaking. 
First of all to answer about new stores the answer is no. We are opening the first store with 
the objective of....we don't know if we want to use the word "get it right" but if you say if it is 
testing it seems like you don't believe it or that you are preparing for that. For us is that we 
are beginning to build the Schutz brand in the USA market. It is a lab so we can interact 
closely with the consumers, feel their reaction in regards to our store environment, our 
architectural plan our product mix, so and the price even that is new for the North 
American market. The North American market has two extremes which is lower than US$ 
100 that it comes from China with questionable quality and above the US$ 300 that are the 
shoes that are made in Europe. 
 
So it is a migration. The American market disappears in relation to its migration to China 
and there is this exceptional cost benefit relation in shoes produced in Brazil. So we are 
going to be lower than US$ 200 with all leather shoes so that should be...take up a great 
part of that market. It is a lab then, and in the same area we are going to have a super 
show-room with the same architectural plan that the store has we are going to interact with 
major department stores. The brand is always...as from August, 15th the brand is going to 
be sold at Bloomingdales, Neiman Marcus, so the brand is going to become more 
attractive and more appealing for their market.  
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In regards to Alexandre Birman we don't have any plans of opening stores outside Brazil. 
Our focus abroad is in the luxury stores at Bergdorf Goodman and Sacks Fifth Avenue. We 
are going to open a flagship store at the Iguatemi mall next week. And your last question in 
regards to CAPEX it is going to be R$ 4 million between the showroom and the store. 
 
Mr. Fábio: Thank you Alexandre. 
 
Mr. Anderson Birman: This is Anderson Birman. I would like to add now to Alexandre's 
answers that this investment is part of an old dream that we have had for 10 years now of 
opening a store in New York. So now it became feasible there was an opportunity to do 
that in a great place and Alexandre is doing this in a very...taking this seriously, developing 
people that is essential in the team as well. So it is a lab, we are still not sure what our 
results will be but it is being carried out with a lot of intensity and taking it seriously. 
 
Mr. Fabio: Thank you Anderson. 
 
Operator: Our next question comes from Mr. Roberto Ford with Merrill Lynch. 
 
Mr. Roberto: Good morning everyone. Congratulations by the way one the half. I 
understand that part of the growth; the lower growth in earnings came from some stores 
that are not working so well. How many are they? How many of these units? And have you 
thought of the solution for these locations that are not functioning so well? 
 
Mr. Thiago Borges: Thiago Borges speaking. Thank you for your question. The 
expansion project for the number of stores where we had fifty owned stores at the end of 
the half some of them didn't mature as we had expected and what is beautiful about our 
business model is that we have three main distribution channels to decide how are we 
going to sell our products and if something is not feasible in an owned store sometimes is 
very feasible in a franchise. 
 
So to give you some numbers: today we have 5 to 6 operations that we are thinking of 
making it into franchises over this next half. Some of them are well advanced. Perhaps 
within the third quarter or others perhaps leaving them for the fourth quarter or maybe 
even for the next year. But this is what we are looking at. This situation is very very 
frequent in terms of the results of the owned stores. And those that don't make sense that  
were... if the bottom line that they present or if their return is not so good then we are 
thinking of franchising them. 
 
Mr. Anderson Birman: I would add one thing Bob. We are trying to be as diligent as 
possible with stores that do not produce results in the owned stores format. Although very 
often where in shopping mall that need to become mature or perhaps we haven't had the 
right results in shopping centers where the main audience is not our normal social class 
where we normally have a good penetration so I think here perhaps franchising those 
stores - as Thiago said - when you have, for example, lower sales. 
And we are doing this with a great emphasis. 
 
Mr. Thiago Borges: I think it is worth to reinforcing a different message but these 5 or 6 
stores that we are talking about they are performing at an average level or just above 
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average for the Arezzo network but they need to have a performance which is well above 
the average performance. I am comparing with the peers in the malls. Then there are other 
footwear and handbag stores which are selling better so these are not selling as well as 
expected. 
 
Mr. Roberto: I have another question about the multi-brand clients. They grew 38% in the 
first half, 23% also. Do you have any comments, for example, more cautions comments on 
the actual levels of growth. Could you elaborate how things are changing with regards to 
the multi-brands and whether if you are going to… you intend to grow for example the 
Anacapri line to cannibalize some of the flags from the Schutz stores? 
 
Alexandre Birman: Thank you Bob. It is Alexandre speaking. Yes I would like to take 
advantage of your question to talk about the importance of the multi-brand channel for our 
group and it reinforces our multichannel strategy. As Thiago already answered, one of the 
beauties of our business model is how strongly we work in the first three major channels 
which is owned stores, multi-brand multi-channel and we can extract the best, we get the 
best out of each one and for example if you have owned stores that are within the limit 
than that, it seems to be franchises. It is not something that goes overnight anyway. With 
regards to multi-brands the importance of the Schutz brand in the total of sales of this 
channel is very strong. 
 
And the opening of Schutz stores that is happening, the initial prediction was much greater 
impact on, for example, the reduction on multi-brands. Then this is actually happening 
today. The multi-brand channel is growing strongly because of Schutz so we cannot 
guarantee that the brand will continue to work so well in the multi brand as in the franchise. 
Today we have an extremely strong policy of omnipresence in all the channels and in the 
future this may not be feasible. 
 
We might have to focus on owned stores and franchises in certain locations. But in one 
shopping center you can have… sometimes you have owned stores and multi-brands and 
they are both selling very well. Then with regards to multi-brands where there is a whole 
study going on where the main fairs for example: Francal, Couro Moda we have 
disseminated the Anacapri brand very strongly to our clients. Francal at the end of July, we 
had a very good result from Francal in terms of sales of the Anacapri brand. 
 
But there is still space for the next few years for high growth and we are working the 
issues of the Anacapri brand in department stores which is being very positive although 
some items are being adjusted. But we see that there is a great chance of the growth of 
Anacapri brand in department stores. 
 
With regards to Arezzo, it is undergoing analysis of its full potential, it has great distribution 
through, mono-brand stores. And with regards to multi-brand it has a lower penetration for 
Arezzo; we are studying how we can best capture gains of growth for the Arezzo brand. 
So perhaps, in the second or third quarter there may be a reduction in the gross rates but 
we are very confident that we will extract the best from the multi-brand channel. 
 
Anderson Birman: Bob, its Anderson speaking. I would like to add something. Thank you, 
I would like to thank you twice for your question because in the first case you are speaking 
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really good Portuguese, well done. And secondly because your question is really relevant 
because what we are doing is breaking a paradigm; it's a very cultural paradigm that one 
in the Brazilian market of channels not being able to live together in the same space.  
 
In the beginning of our franchising system, some 20 years ago, we had this exclusivity of 
ratios of 35 km in the same area but that is changing now. Brazilian storekeepers are 
seeing that the greater the exposure of the brands the greater the results they will achieve; 
they will be able to sell more. 
 
So the Schutz brand has been a trailblazer in this and there are emblematic cases of 
success where the sale in the same mall, you had risen in the multi-brand and in the 
franchises. And with regards to Anacapri the stores are all owned stores at the moment 
and we can test this more efficiently as we did at Renner for example. 
 
And this coexists with our owned stores without interfering in anything so it is an 
assumption that we are defending and advocating over the long term we want to expand 
our business and break this paradigm further. 
 
Mr. Roberto: Thank you very much. Can I ask another question? One last question 
Anderson, I see that you are having difficulty in meeting the demand for the sneakers. How 
large was the demand and how is the trend evolving in other markets? What are you 
expecting for the second half? 
 
Mr. Anderson Birman: Bob, Alexandre will answer that. 
 
Mr. Alexandre Birman: I would like to take advantage of your question to talk once again 
about our business model. As we have a structure of internal products where we can turn 
a design of a product, into a product in 24h and the fact that we have our sourcing 
structure which is based in the heart of the Vale dos Sinos production cluster, we are able 
to capture trends that are happening, whatever is happening, where is the latest trend and 
we can turn it into product very quickly. 
 
So the winter products as you said, we have the sneakers, as we call them. We also have 
new trends, new products that we can quickly absorb. In the summer of 2011 we had the 
first insight of a project called "Espadrille" which Arezzo and Schutz were the first brands 
to see this and we were able to buy...suppliers were able to buy machines to make the 
product and then we had hundreds of thousands of pairs of the "Espadrille". 
 
So each trend that comes up, we are always looking very carefully to see what is 
happening and we turn it very quickly into a product. That is one of the beauties of our 
business model.  
 
With investments in our new site in Rio Grande do Sul we are even more efficient in the 
transformation of turning market trends into products and this is what is so good about our 
business. In the first half it was the sneakers but there will be other products that will be 
able to turn into stock in stores very very easily. 
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Mr. Roberto: Thank you very much and once again congratulations on the results.  
 
Mr. Alexandre Birman: Thank you, Bob. 
 
Operator: Our next question comes from Mrs. Irma Sgarz with Goldman Sacks. 
 
Mrs. Irma: Good afternoon. Good morning. I would like to go on about Juliana's questions 
about the trends for the second half of the year and 2013. Are you talking about dilution in 
the second half of the year? And as far as I understand this will probably accelerate in 
2013. Do you have any idea or some vision on how you see this sales increasing in 2013, 
for example, a little bit above inflation or in line with inflation; perhaps supposing there are 
not going to have other additional initiatives from Anacapri, for example, or Arezzo GTM, 
where you also said that there slightly to be some expansion of expenses. But ignoring 
these two, how do you see expenses evolving in 2013? And then I have another question 
after you have answered this one. 
 
Mr. Alexandre Birman: Thank You Irma. Thank you very much for your question. It is 
Alexandre talking here. Since our growth, our strategy is organic growth; we always look 
for other opportunities to accelerate our growth. So it is hard to predict what our expense 
increase will be because that is going to be in line with our prediction of increases in 
income. In 2012 we had some structuring on enabling projects that we put into practice 
and they are having an impact on the growth of our revenue and this is the Company's 
strategy. As you said, the Anacapri brand, 2013 that we may feel that the brand is mature 
enough and the store project is consolidated. And then, we will be able to predict the 
expansion of that brand. 
 
We are going to need to structure a whole commercial of sales team within the patterns 
and standards that we are used to. For example, we won the prize...we have been the 
best franchising company in the footwear sector of the last few years. So, it is very difficult 
to predict what our level will be. If your question was: how could we keep the company as 
you know, with normal growth without the acceleration of anyone of the brands, then I 
guarantee that the new expenses would be very much adjusted to enable our business to 
be maintained.  
 
But as I said at the outset, everything depends on our ability to grow and there will be 
initiatives that will demand investments, recruitment of people, and just to add to this 
answer, these expenses generally speaking given the growth we are going to present in 
owned stores and this has a gross revenue which is greater than the net results for the 
other channels I think the percentage of income will probably increase over the next few 
quarters, especially as a result of the mix. 
 
Since we are also expecting an expansion of the gross margin which will compensate for 
this increase in SG&A and influence the gross margin then the EBITDA margin we hope 
this will be the major leveraging over the next half. 
 
Mr. Anderson Birman: Irma, I would like to add something. This is Anderson speaking. 
Our nature is… we normally grow income rather than reduce expenses. So it is always 
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very intense and today this is our main recommendation. We have a support and in fact, 
your question is very good because it will be encouraged in the next quarters, the next tax 
years. We will hope to produce as good results in expenses reduction as in growth of 
income. Thank you very much. 
 
Mrs. Irma: Perfect. Thank you very much. I just have one more question in regards to the 
inventory levels in stores, franchises and owned stores, if you can give us an idea of your 
feelings about inventories levels in multi-brands as well? There is an additional collection 
in the winter. Winter was a bit longer. So how did you start the third quarter in regards to 
inventory levels in the stores and how is the sale in July? Thank you.   
 
Mr. Alexandre Birman: Irma, this is Alexandre speaking.  Starting off for some multi-
brand channel we can't control the inventory in their channels because as the channel 
says, they buy other brands not just our brand. What we know is that the sell-out of our 
brands in the multi-brands channel is still very strong and the brands in the group are the 
main brands and the most relevant brands. And we have a huge share-of-wallet in the 
stores where we participant and it was very positive for them with our brand. But we don't 
know the performance of other brands and that somehow can affect their inventories levels 
if the other brands did not have the same performances we did. 
 
At the Francal sales, trade show, I am sorry, which is a very good indicator for us, we had 
a very positive result. We had consolidated a good earnings result and will help us with our 
sales in the third quarter for the multi-brand channel. For the franchises SSS (Same-Store 
Sales) sell-out was very positive which is in line with our owned stores. The winter sale 
was extremely successful. We had very positive webhost or sales levels at the franchises 
during the month of July. So everybody is starting off with a very coherent inventory level 
to begin in the delivery of the summer collection and beginning then another cycle in our 
business. 
 
Mrs. Irma: Thank you. 
 
Operator: Our next question comes from Mrs. Daniela Bretthauer for Raymond James. 
 
Mrs. Daniela: Good morning everyone. First of all I would like to congratulate you on your 
results. I would like to go back to the SSS (Same-Store Sales) for the second quarter 
because if I understood what Alexandre said is that still... it wasn't still the complete 
contribution from Schutz and from some stores that were refurbished or remodeled during 
the expansion in the quarter. Will we see that better in the third quarter, Alexandre? 
 
Mr. Alexandre Birman: Hi Daniela, how are you? Thank you for your question. We are 
extremely diligent in regards to informing SSS (Same-Store Sales). We know that when 
some stores go into remodeling they still count in the SSS (Same-Store Sales). And some 
of the Schutz old stores were redone in the past months. We inaugurated the last one 
which is the old model at the Market Place shopping mall. 
 
And then we are going to have three more stores that we have to remodel in this upcoming 
quarter so today, the Schutz store is going into the new cycle as from September, where 
they will have 12 months from the first opening of a store in the new concept at the 
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Higienopólis mall, starting August, 5th last year which still doesn't count as a Same-Store 
Sale. It will start to count as from September. So it will take us 12 to 14 months for the 
Schutz brand to have the basis of the inaugurations done between 2011 and 2012 to be 
into Same-Store Sale. Today most of our SSS (Same-Store Sales) is from Arezzo and 
Anacapri.  
 
Mrs. Daniela: So in fact those are vectors that can contribute positively as from 
September, coming from Schutz, right? 
 
Mr. Alexandre Birman: Yes undoubtedly will. But September we can have the basis of 
the Higienópolis and then October, from the franchise in Salvador and December, we are 
going to have a lot of the stores that were inaugurated at the end of the year so we are 
going to have a very positive base in 2013 of the Same-Store Sale growth with the Schutz 
brand. 
 
Mrs. Daniela: Thank You. And also in regards to SSS (Same-Store Sales) because in fact 
everybody is slowing down and we didn't see that on your side so it is important to 
understand why? For the performance or understand that better...we know that some 
things that justify that. But there was also the effect of the two weeks. So my question to 
you is: how significant were those two extra weeks? They increase in 2 percentage points 
or 3 percentage points or was it just marginal for the "same"? Having the two extra weeks 
for SSS (Same-Store Sales)? 
 
Mr. Alexandre Birman: Dani, the two extra weeks that we mentioned for the winter 
collection is to measure what we call SSS (Same -Store Sale) sell-in. The sell-out calendar 
was six months of the year as you have so it was an anticipation of the change of the sell-
in calendar which caused a higher SSS (Same-Store Sales) in the sell-in channel and vis-
a-vis the sell-out. So there is no impact you can't...you don't have a percentage, you can't 
measure that impact to our SSS (Same-Store Sales). 
 
Mrs. Daniela: Ok. Thank you very much and congratulations on your figures once again. 
 
Operator: Next question comes from Mr. Gustavo Barreto from Dynamo. 
 
Mr. Gustavo: Hello everyone. Good morning. My question is about “Brasil Maior”. I know 
that the impact to you is limited but if you think of the indirect impact? Like the decrease of 
the tax burden on payroll on the outsource companies that you use. What would that 
relevance be to you in the future? 
 
Mr. Anderson Birman: Gustavo this is Anderson and thank you for your question. The 
“Brasil Maior” program is new for everybody and the impact specially on the small 
companies that which make up most the greater part of our suppliers is still low but 
internally we are carrying out tax studies to see what we can incorporate as a benefit 
based on the change in the legislation and in regulations. So I believe that we may have to 
think about changing a bit the model and think about more about that in the future. 
Currently we don't have anything really planned or change, that is worth mentioning 
 
Mr. Gustavo: Ok. Thank you. 
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Operator: Next question comes from Mr. Tobias Stingelin from Santander. 
 
Mr. Tobias Stingelin: Good morning everybody. In regards to the inventory question that 
was asked before, the sales are still strong but since the IPO you announced that there 
was a clear strategy to increase inventory levels to decrease stock-out to be sure that you 
were selling what consumers wanted and when they wanted at the franchises. With the 
slowdown in the economy do you see any changes on behalf of the franchises? The 
Arezzo saying that: I don't want inventory. I don't want to take the risk. I don't know where 
the economy is going. Do you have any ideas any opinion on that? Thank you again. 
 
Mr. Thiago Borges: Thank you Tobias for your question. I am going to start and then 
maybe Alexandre and Anderson would like to add. 
 
Mr. Anderson Birman: You don't even have to say it is Thiago because you can 
understand it from his accent, right? 
 
Mr. Thiago Borges: Ok. This policy, this inventory level policy has two major pillars. The 
first one is a strategic inventory which is the one that we see an opportunity to produce for 
the major manufactures from the suppliers that provide to us and there is a chance of 
buying the product and a more affordable product not for Arezzo&Co but also for the end 
user. 
 
But also the faster replacements and in that we have two major lines: one from Arezzo 
which is Arezzo Classic and Schutz Essentials for Schutz. And the major adjustment in the 
inventory level was already carried out in the 2011. In 2012 we will most slightly maintain 
the same inventory levels as 2011 which already include the initiatives so we don't see any 
expanses of these initiatives in 2012. Maybe in the future with some more internal changes 
we might have a higher inventory level but that is not what we see today.      
 
And also for 2011 starting in the winter or starting off with the 7  launches we try to have 
the launches more within the collections to have a better reading, so for winter last year, 
that just closed and winter "Two" which is launched end of February beginning of March, 
was much stronger than the previous one, the winter "One" to be sure that we had the 
products in the store and since we were getting the figures right for inventories for the 
franchisee since the bet you had back in the beginning. So that trend of having launches in 
the collections, during the collections in the stores, makes the franchisees feel more 
comfortable about their inventory levels. 
 
Mr. Anderson Birman: Yes undoubtedly. I would add saying that in terms of inventory, 
that is where the results are. Because if on one side inventory levels could make a faster 
replacement more viable and faster, the ones that turn over faster, on the other hand if 
there are leftover, it could jeopardize the profitability for the franchises and also for us as a 
franchise manager. 
 
But what we have tried to do is to manage inventories in the smartest way possible so that 
it will positively impact the results for everybody. And we notice that franchises with less 
inventory levels are the ones that are more motivated to have sell-outs. So although it 
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seems very antagonistic it is a major concern to us and it is a lot of work and we believe 
that it is very much under control, the inventory level. 
 
Mr. Alexandre Birman: And just to add, this is Alexandre speaking. The two lines - 
Arezzo Classic and Schutz Essential - what Thiago mentioned is like 8% of earnings. So 
they are products that have automatic replacement and daily we are reading the sales in 
the stores so we stock up products that we call open grid. This is, small shoe boxes have 
been sent on a daily basis, to the franchises. So the inventory levels are the levels that we 
believe that are enough to increase conversion and decrease stock levels leftover in the 
stores. 
 
Mr. Tobias: Thank you for the details. Is the 8%...what is your target? Can you put in more 
products in that same model? 
 
Mr. Alexandre Birman: Tobias, that is the rates that we believe that 10% of earnings of 
the brands is healthy because even though there is some more probability of sell-out or 
more control, saying that it is an operation that is less interesting than launching thousands 
of new models annually in our stores, we can't have it to high otherwise other brands will 
be basic. And our differential is the constant launch of products in our stores. So these 
current figures that we have are very close to what we believe is the ideal. 
 
Mr. Anderson Birman: Tobias I would like to add that everything that is present in this 
type of launch, this type of product, has a forecasted cycle of at least 180 days at the 
stores. And we could increase that same attitude instead of delivering a closed grid or 
delivering an open grid with products that have a lower life cycle. So it is something that 
we are still learning about, trying to understand and make it a part of our investments and 
maybe in the future, we might have a better performance in operations as in distribution. 
And remembering that the major problem that inefficiency in distribution generates 
increase and costs so, service level land cost level that is the major problem of our 
equation. Thank you. 
 
Mr. Tobias: Thank you again for your answers. 
 
Operator: Excuse me, if you wish to ask any questions just press asterisk 1 (*1). 
 
We received a question from the internet from Rafael Ruan of BDT Asset Management. 
The question is: I have followed the launches of Schutz and I have noticed the depletion 
and non-replacement of shoes. Is this part of the marketing plan, exclusivity or failure in 
logistics and production?  
 
Mr. Alexandre Birman: Alexandre speaking. Thank you, Rafael. We have set up a 
concept of inaugurating stores which is very strong. We have a model where when there is 
a new city we have a lunch in an exclusive restaurant for...in that city for the opinion 
leaders in that place; we give them a presentation of the brand and then we take people in 
vans to the stores and then we hire a local promoter where we basically shake things up 
there.  
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And this is coming back in the form of high sales. For example an inauguration the day 
before yesterday, in Sao Jose do Rio Preto, within 5pm to 10 pm it sold a lot in that city 
and so this is a very strong performance. And so it has a lot to do with exclusivity. We 
have no production logistics problems. 10 days after the store is inaugurated it receives a 
lot of merchandise but there is obviously a lot of “word of mouth” that Schutz is selling a 
great deal and then - Schutz certain model is running out or I will get there too late or I 
won't be able to buy it - so we get heavy sales up very quickly.  
 
Mr. Anderson Birman: And it is part of our policy in our stores to talk less in depth so 
certain products, for example, we would rather not bring for the sales. In fact your question 
is a case that there will be good emphasizing coming up.  
 
Operator: There being no further questions I would like to hand over to Mr. Birman for his 
final remarks. Please go ahead. 
 
Mr.Anderson Birman: Well once again I would like to thank you all for being here at this 
teleconference of results  and I would like to use this occasion to invite you for the 
inauguration event for Arezzo Summer collection at the Iguatemi JK mall on the 6th of 
August, from 6pm. On the 7th August, there will be an event for the launch of the Schutz 
Summer collection at our store at number, 944, Oscar Freire Street. We would be 
delighted to see any of you there at either of these events, at both or at least one of them. 
And I would just like to ask those of you who can come to confirm your presence and when 
you will be arriving with the IR team. Thank you very much once again. 
 
Operator: The Arezzo&Co. conference call is now closed. We would like to thank you for 
your participation and good afternoon. Thank you. 
 


