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International Conference Call 
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3rd Quarter 2011 Earnings Results 
November 10, 2011 

 
Operator: Good morning ladies and gentlemen, thank you for waiting and welcome to the 
Arezzo&Co. conference call on the results of 3Q 11. All participants are connected as 
listeners only. Later on there will be a question-and-answer session for which instructions 
will be provided. If you need the assistance from an operator during the conference call 
please dial star zero. This conference call is being recorded and the recording will be 
available at the company's website at www.arezzoco.com.br. This call is being translated 
into English and may be accessed normally by participants connected abroad. 
 
We remind all journalists and other members of the press that this conference call is 
exclusive to professionals of the financial market and current and potential shareholders. 
Inquiries must be forwarded to Caroline Muzzi, media executive, whose contact 
information is available at www.arezzoco.com.br. 
 
First I would like to remind you that if you have not received a copy of Arezzo&Co. results 
release distributed yesterday November 9 you may find it at the company's website: 
www.arezzoco.com.br. This conference call as well as the slides are being transmitted 
simultaneously on the Internet and can also be accessed on the company's website. 
 
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 Arezzo&Co. These expectations are highly dependent 
on domestic market conditions, on the general economic performance of Brazil and 
international markets and therefore they are subject to changes. 
 
I would now give the floor to Mr. Anderson Birman. Please Mr. Anderson, proceed. 
 
Mr. Anderson Birman: Good morning. I would like to thank you all for participating in our 
conference call for the results. For us each quarter has been a great learning experience 
and I feel that the company is more and more committed to its shareholders and to 
meeting or reaching a high level of transparency in the predictability of its results. 
 
I have here with me in this conference call Alexandre Birman, CEO; Thiago Borges, our 
CFO and our Investor Relations Manager Daniel Maia. At the end of this presentation I will 
be available to answer or any inquiries you may have. So I now give the floor to Alexandre 
so he can begin our presentation. Thank you. 
 
Mr. Alexandre Birman: Good morning. It is a pleasure to be here sharing with you the 
results of 3Q as well as updating you on our expansion plan. This 3Q was the beginning of 
our summer collection at the stores, the most important collection in the year. The results 
reached in 3Q were in line with the expectations with some indicators standing out 
compared to others. 
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Beginning the presentation on page 3 I would like to talk about the main financial highlights 
of 3Q. Our net revenue was of R$ 188.9 million growing 18.9% compared to the same 
period of 2010. The gross profit of the company presented great growth and expansion of 
gross margin of 2.1 percentage points reaching 41.8% in the quarter especially due to the 
change that mix of distribution channels. This improvement also impacted positively Ebitda 
of the company with the growth of 47.5% reaching 32.5 million with a margin of 18.8%. 
 
The net profit for the quarter was of R$ 25.9 million within that margin of 13.7 and the 
growth of 53.3% compared to the same period of last year. 
 
Finalizing the financial highlights of the period I would like to say that we opened 11 stores, 
8 of which were on the Arezzo brand and 3 on the Schutz brand already on the new format 
that we will discuss later on on the conference. 
 
Moving on page 4 in the analysis of the results we see that the gross revenue of the 
company in 3Q increased 24% reaching 238.5 million with a special note is the 
performance of the domestic market with a growth of 22.9%. Considering in the nine 
months of 2011 the gross revenue was of 606.8 million, an increase of 22.8%. 
 
On slide 5 we have the gross revenue of the distribution channel where we see the growth 
of the quarter and the nine months of 2011 channels. The growth in sales was leveraged 
mostly by the multibrand chain due to the good numbers of the Schutz and Sharon and 
franchises, our main channel distribution also presented good results. 
 
In 3Q the rhythm of sales on own store sales was decreased compared to the first half of 
this year when floor customers to the stores was reduced, which we credit to the climate 
factors. Our main phone stores are in São Paulo and Rio and since August they have 
been dedicated 100% to this summer collection. I may say that since mid-September our 
stores started to increase sales level again and the level of same-store sales returned to 
the levels of the first half of the year. 
 
Analyzing franchise channels - our main distribution channel - we have an increase on 
gross revenue of 17.2% in the quarter and 21.3% in the year. Same-store sales number in 
the channel was 11.6%. 
 
Page 6 is the gross revenue per brand where we see strong growth of the main brands in 
the nine months of 2011. The Arezzo brand, the main brand of the group presented in 3Q 
a growth of 17.3% compared to the same period of last year. The opening of stores and 
the expansion of area of same stores has been helping increase the performance of 
Arezzo. Schutz presented a growth of 34% in the quarter compared to the same period of 
last year especially due to the delivery agenda of the multibrand channel. 
 
We take this opportunity to say that the Schutz project has been presenting good results in 
improving the sales of the brand. I will talk one more details when I present you the plan 
for expansion still in this conference. 
 
On page 7 we show the evolution of the number of stores per distribution channel as well 
as total sales area expansion. We closed 3Q with 311 hours with an area 19,300 m² and 



 
 

 3

an increase in the sales area of 15.5 compared to the same period of 2010. In this quarter 
we had the opening of 11 stores (8 of the Arezzo brand and 3 of the Schutz brand). 
 
Thiago Borges will not talk the financial results in more detail. 
 
Mr. Thiago Borges: Good morning everyone. Moving on to page 8 we present the gross 
profits of the quarter which reached 17.9 million with a margin of 41.8% and growth of 
25.1% compared to the same period of 2010. This improving the margin of 2.1 percentage 
points reflects the changes on mix with a higher share of owned stores and multibrand and 
also positive impact of gross margin in the imported handbags. 
 
The business model of Arezzo&Co. is constituted so that the precification system for the 
brand and distribution channels are stable, the margins vary very little. Year-to-date gross 
profit was 201.1 million, a growth of 23% compared to the first nine months of 2010 and a 
margin of 41.9%, 0.7 percentage points higher than what presented in 2010. 
 
Moving to page 9 we see the Ebitda performance in the quarter and year-to-date. As we 
can see at the left side of the page Ebitda in the quarter was up 35.5 million presenting a 
growth of 47.5% and an Ebitda margin of 18.8%. The improvement of this Ebitda margin in 
3.6 percentage points in 3Q reflects the expansion of the gross margin the dilution of 
general and administrative expenses. 
 
In the first nine months of the year the company generated 84.6 million in Ebitda, a growth 
of 31.1% as compared to 2010 with an Ebitda margin of 17.6%. 
 
Now on page 10 we see the net profit increase of 63.3% in 3Q compared to the same 
period of the previous year reaching R$ 25.9 million. The net margin of the period was 
13.7%, an expansion of 3.7 percentage points. The positive operating income results 
combined to the financial results of 4.4 million in the period contributed to the results of this 
quarter. The net profit of the first nine months of the year was of R$ 64.7 million, a growth 
of 54.4% compared to the 43 million obtained in the same period in 2010. 
 
Now on page 11 I would like to discuss the company's operating cash generation in this 
period and according to our expectations there was a cash consumption and the company 
employed R$ 8 million in the operations. It is important to note that during 3Q we always 
invest in working capital especially in accounts receivable because it is in this period that 
we deliver an important part of the summer collection for franchisees and multibrand and 
the receivables of these deliveries will take place over the next month. 
 
On page 12 on the left side of the page we see that the company has invested 6.9 million 
year-to-date. Most of this investment is concentrated in the expansion and remodeling of 
stores as well as investments in the company's corporate structure. 
 
On the right side we see that the total indebtedness was up 35.1 million in this quarter, 
very much in line with previous quarter. Our indebtedness policy remains conservative 
would a debt cost that is very low. 
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Those were our comments regarding the company's results in 3Q. I would now give the 
floor back to Alexandre Birman and he will discuss our expansion plan. 
 
Mr. Alexandre Birman: Thank you Thiago. Moving on to page 13 I would like to talk about 
the expansion plan of Arezzo&Co. as a whole but I will highlight the Schutz brand because 
it is distribution structure has been strongly developed with the project that we call GTM 
Schutz.  
 
As you know Arezzo&Co. has as one of its essential pillars in the business model the 
multichannel distribution system - owned stores, franchises, multibrand and recently Web 
commerce. This gives us flexibility and allows our products to be distributed effectively 
throughout Brazil.  
 
With the strengthening and consolidation of Schutz brand in the country we saw great 
opportunity to intensify the distribution of the brand through monobrand stores in the 
Brazilian territory, reminding you that more than 70% of the brand’s sales are still through 
the multibrand channel. 
 
With that in mind we carried out a detailed mapping together with Bain&Co 11:54 company 
consultants analyzing different cities, shopping centers, the demographic profile of the 
country to understand how we could further develop the own stores channel and especially 
the franchise channel. 
 
On page 14 we show some images of the new project for the Schutz store. We have to 
confess that we were quite pleased and are very excited with the results. The architecture, 
visual communication and buying experience aspects that we were able to achieve were 
very positive.  
 
Our intention is to adopt this format of stores to the entire network of owned stores and 
franchises in Brazil. It has been a very successful and the pilot project with the own store 
in the Higienópolis shopping center in São Paulo and the franchise in Salvador, in both 
cases significantly exceeding the expected budget. This makes us very confident to 
advance with the rollout of this format. 
 
Before moving onto the next page I would like to share with you a lesson that we learned 
during this project (GTM Schutz). Even though the average price of the brand is higher 
than Arezzo and it has a niche positioning it presents higher market share in cities with 
less than 500,000 inhabitants and this because in those cities the multibrand channel was 
so more important for the brand and in larger cities monobrand stores have a greater 
market share. This makes us confident that we can gain more market share as we have 
the rollout of the monobrand stores in cities with greater population. 
 
On page 15 I will talk about the multibrand channel and how we plan to work it for the 
brand. As I said more than two thirds of our sales are done through multibrand channels 
and we cannot stop thinking about this channel, it is quite the opposite; we are enhancing 
the commercial structure of this channel and the objective is to serve a great number of 
areas in Brazil minimizing the cost of services as much as possible. 
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We are forming teams to serve the more populated areas with commissioned 
representatives in the less dense areas. For that we are making some adjustments in our 
structure creating extraordinary and non-recurrent commercial expenses for 3Q11 and 
probably until the end of 2012. So as we grow the company's revenue will probably be 
smaller until 2012. 
 
On page 16 we talk about the different distribution channels and how we are thinking and 
treating them in the company. As we have been saying a lot of the conversations we have 
been having Arezzo&Co. has been focusing more and more in the strengthening of the 
monobrand channel, that is owned stores and franchises. 
 
As we become experts in the retail operation we create a great opportunity for operating 
improvement in the stores leveraging the group's competitiveness. Besides, the 
monobrands are also tools for marketing communication of the brand reinforcing branding 
of the group's brands and getting closer to the client. 
 
The multibrand channel in a country as large as Brazil is essential to strengthen the 
distribution of our products and therefore has been further enhanced by us. The 
readjustment of the commercial structure is an important part of this improvement project. 
 
And finally the recently launched Web commerce channel that currently works with the 
brands Schutz and Sharon creating a direct link to our customers in Brazil and bringing a 
broader range of our products to the collections. 
 
Talking about… having talked about it qualitatively we will now move on to our 
commitment talking about the expansion plan for owned stores and franchises. First I 
would like to reinforce that we keep the commitment that we made at the time of the IPO of 
opening 38 stores.  
 
We have also expanded the area… our commitment to expand the area of the same 
stores is also going to be maintained. We expended 391 m² of the areas of existing stores. 
 
Finally we are now increasing in 20 the number of openings for the guidance of 2010 and 
therefore we expect to have 58 stores in 2012 (11 owned stores and 47 franchises). 
 
I would also like to take the opportunity to say that we will have our first Arezzo Day 
December 13 in the city of São Paulo, we would like to have your presence there. 
 
I now close our explanations and we will open for questions and answers. Once again 
thank you. 
 

Q&A Session 
 
Operator: Excuse me. Ladies and gentlemen we will now start the Q&A session. To place 
a question please dial star one. To remove your question from the list please dial star two. 
 
Excuse me. Our first question from Mr. Matthew McClintock from Barclays Capital. 
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Mr. Matthew McClintock: Hi good morning and tanks for taking my question. Can you 
help us understand how much of that 42% multibrand increase this quarter was driven by 
the delivery timing shift and how should we think about any offsetting impact that should 
occur in 4Q? Thank you. 
 
Mr. Alexandre Birman: Thank you for your question. The 42% were certainly a point 
outside of the curve in the total of the nine months of 2011 view to an improvement in the 
efficiency of our deliveries. Of course with that we have the opportunity to generate more 
sales and increase sales in general because we really increase the share of wallet with the 
new multibrand clients.  
 
But for 4Q in terms of growth compared to 3Q we will not have the same percentage 
volumes. But for 2012 within the new strategy of the GTM Schutz plan the multibrand 
channel will probably present a good growth. 
 
Mr. McClintock: And one more question if I may. Understanding that this quarter is a high 
point in seasonality but with the build in receivables still appears exceptionally large even 
in light of that fact. Can you maybe talk more about that so we can feel more comfortable 
with the roughly 43% growth we saw this quarter? Was that the early deliveries that we 
just talked about, was that a working capital issue that you have talked about before in the 
past? Just try to break that down a little bit so that we can understand it better. Thank you. 
 
Mr. Borges: Hi Matt this is Thiago here, thank you for your question. Yes, you are making 
the right assumption. The increase on receivables in this quarter is a specific issue due to 
this acceleration on the early deliveries in the multibrand channel. Internally we still 
maintain a high criterion in the prolongation of deadlines for receivables from our store 
holders - but in this quarter it was a specific circumstance accelerating the multibrand, 
where we concentrated… where the sales were concentrated in the end of September. 
 
Mr. McClintock: Thank you. 
 
Operator: Excuse me. Our next question comes from Ms. Claudia Guimarães from 
Raymond James. 
 
Ms. Claudia Guimarães: Good morning. First congratulations on your results. I work here 
with Daniela Bretthauer, cover “linha Arezzo” and have two questions: first I would like to 
ask you to get into more detail about this increase, the strongly increase on the Schutz 
results and on the multibrand results. I know you talked about it a little bit; but I would like 
to know if you have something to give more to this explanation and how this is going to be 
from now on, if you can give us more details. I have another question but I will do it later. 
 
Mr. Alexandre Birman: Thank you for your question, so let us go. If you analyze the year 
of 2011 alone we are going to maintain the growth expectations and as a result 3Q 
showed a steep increase that will not be sustained in 4Q, we will consolidate the year as 
planned. 
 
However, for 2012 especially regarding Schutz brand in general - not only the multibrand 
channel - you can expect an expressive growth due to the limitation of the GTM project as 
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we discussed in the conference call during the presentation of the results, and it will 
effectively present a great increase in the Schutz brand, in the number of stores, the 
openings that we will have in 2012 (33 of the stores should be open our Schutz stores) 
and this will bring you great increase to the brand’s sales volume. 
 
About the multibrand channel there will be a growth; not the 42% that we had in 3Q but a 
relevant growth especially concerning the penetration in cities with fewer inhabitants where 
we are not present day and this will be a platform for great growth future. I hope I 
answered your questions and we are available for more details. 
 
Ms. Guimarães: That this excellent, thank you, and my second question then is that in this 
quarter you have implemented the Arezzo classic line and I would like to know if you can 
also give more details of how much percent this has presented in the Arezzo brand sales 
and if you have an estimate if this line will remain or not. That is it, thank you. 
 
Mr. Alexandre Birman: About Arezzo classic the sales of the summer collection so far the 
product responds for 5% (so approximately 140,000 pairs of shoes) and certainly this is 
one of our big initiatives during the IPO and it is important to highlight that the replacement 
of these products that are already systemic was new in our supply system for the stores.  
 
 
The line so far was always sent per order - either on our show room or specific launches - 
but now this is already in advance with a better reading of the points of sales, the 
franchises, having a weekly supply, regular supply and it is interesting to note that it 
depends only on the numbers of the grid of what has been sold.  
 
Until now we had to close great sales and if the clients wanted to buy nine pairs they 
would have to buy all sizes and now in the “classic” project they can purchase this specific 
size that they already showed (we have 11 models in the “classic” project). 
 
Ms. Guimarães: Ok thank you. 
 
Operator: Excuse me. Ladies and gentlemen in order to place the question please dial 
star one. 
 
Excuse me. Our next question is from Ms. Rosie Dichare from Newton  Investment 
Management. 
 
Ms. Rosie Bichard: Hello good morning. I have two questions, the first one was about the 
climatic issues that you saw in 3Q. You talked about (inaudible 23:57); could you just talk 
about how much of an effect have you seen that had on your sales in that quarter? And 
you if you have seen improvements in spending since then? Can you just give us some 
kind of indication of the change and how much you think that is due to the weather, 
particularly for those on not in São Paulo today? 
 
Mr. Alexandre Birman: Ok thank you for your question, it is a pleasure to talk to you and 
so let us go. In fact the climate effect due to our same-store sales of own stores having 
70% coming from São Paulo the climate generated a reduction of 5% in visits to the stores 
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- but that was a very specific issue and as of the end of September we already recovered 
the normal flow and we closed the month of October with same-store sales of 16%. 
 
More specific information that we had, the reduction on the average temperature in the city 
of São Paulo was 3°C during the month of September. 
 
Ms. Bichard: Great thank you very much, I was very helpful and it seems like October is 
going very well. The second point was I was just asking for better clarification on the 
comments you made about Schutz pilot so far. I think it may just have been that the 
translation was a little bit too fast for me; you were saying that you are selling the Schutz 
brand and a higher price than your (inaudible 25:41) and you are seeing a very good 
potential in… where up to now the majority of stores has been multibrand. Can you just 
explain a little bit more because I did not quite understand the point you are making. 
 
Mr. Alexandre Birman: Perfect, let us see. The largest cities in Brazil today have a small 
presence of multibrand stores; they have a great presence of monobrand stores and so 
our market share on large cities is much better than on medium and small cities. So the 
growth will come from the opening of monobrand stores from owned stores or franchises 
in the cities with greater population concentration. 
 
About the average price of Schutz the product is more fashionable; it has a stronger 
content then Arezzo products and so it adds more value. I do not know if I have answered 
your question; but if I have not please ask again. 
 
Ms. Bichard: That is perfect, thank you, I understand that now. Thank you very much. 
 
Mr. Alexandre Birman: A pleasure talking to you. 
 
Operator: Excuse me. Ladies and gentlemen if you want to place the question please dial 
star one. 
 
Excuse me. If there are no further questions I will give the floor to Mr. Anderson for his 
final remarks. 
 
Mr. Anderson Birman: We thank you all for your participation and we are available here 
for any type of clarification through our website and our investor relations department. We 
hope to meet you again at our Arezzo Day December 13 and wish you all a great day 
closing this conference call. Thank you. 
 
Operator: Arezzo&Co. conference call is now closed. We thank you all for your 
participation and have a great day. Thank you. 
 
 


