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International Conference Call 
Arezzo&Co 

3rd Quarter 2012 Earnings Results 
November 1st, 2012 

 
Operator: Good morning ladies and gentlemen, 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 which 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, October 31st, 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 begin by greeting all our 
shareholders, investors and analysts following the teleconference for the results of the 
third quarter of 2012. This is our eighth conference call after we went public and I would 
like to share with you the fact that we are thrilled at holding this conference call just as 
much as we were with the very first one ever, and our responsibility in conveying the best 
information possible to you merely grows. 
 
I'd like to say that the third quarter of the year marks the transition between the winter and 
summer collections. We closed our winter collection in July satisfactorily and within 
expected levels of sales and stocks. In August, we launched our summer collection which 
our customers received well and on the basis of the performance shown we've had the first 
signs of an end of the year in line with our expectations. 
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With me, at this conference call, I have in addition to our COO Alexandre Birman, we have 
our CFO Thiago Borges, and our Investor Relations Daniel Maia. So I’ll now give the floor 
over Alexandre for his explanations. He will then give the floor to Thiago Borges. At the 
end we will all be available to answer question on the company’s results and on our 
strategy. I wish you all a good conference call. 
 
Mr. Alexandre Birman: Good morning everyone. Beginning the presentation on page 3, I 
would like to comment on the main highlights of the third quarter 2012. Financial 
highlights; net revenue came to R$ 314.1 million, up 31.7% over the third quarter 2011. 
The greater participation of the owned stores channel helped expand the growth margin by 
1.6 p.p. to come to 43.4% for the quarter, therefore, Ebitda grew 20% to come R$ 42.7 
million, with a margin of 17.3%.  
 
Net profit for the quarter came to R$ 28.6 million with a net margin of 11.6%, up 10.2% 
over the same period last year. Concluding the highlights of the period, this was the 
quarter which the company opened 18 stores; 3 owned stores, 1 Alexandre Birman and 2 
Schutz, plus 15 franchises – 5 Arrezo and 10 Schutz. Additionally, there was an expansion 
of 78 m² in existing stores. 
 
Going now to page 4, broadening our analysis of the results, we see that in this quarter the 
company's gross revenue came to R$ 314.1 million, as I said, with a good performance in 
the domestic market which grew 32.8% in this period. The accrued figures for the nine 
months come to R$ 781.7 million, up 28.8% over the same period last year. 
 
Now, the slide 5, we see gross revenue by distribution channel where we see strong 
growth both for the quarter and for the nine months in all of our channels, above all owned 
stores, which reinforces our multichannel distribution strategy. When we analyze the 
franchise channel we find 24.9% growth in gross revenue for the quarter, 20% for the nine 
months. The franchise channel performed well this quarter; we opened 41 stores in the 
last 12 months and same-store-sales sell-in was 14.2% in the quarter. 
 
Going to the calendar of deliveries of sell-in in the second half, we've had deliveries more 
concentrated in the third quarter and for the fourth quarter the franchise channel will be 
more in line with what we have presented so far this year. The owned stores channel grew 
strongly; 81.8% in the quarter, coming to 79.6% for the year to date, growth income of R$ 
167.7 million in the year to date. Sales in this channel were driven strongly by the opening 
of 16 stores and an area expansion of another five stores in the last 12 months, leading to 
a 70 plus percent growth in sales areas for this channel. This increase in sales was 
impacted by the same-store-sales of 6.8% in the third quarter and 9.9% for the year to 
date. 
 
The performance of the same-store-sales was homogeneous in all cities where Arrezo&Co 
is present. The highlight is in the growth of Schutz, which doubled the number of stores in 
that period. Product mix decisions and good reactions of the summer collection in the 
stores boosted this result. It should remember that it went through refurbishment and 
expansions and recent inaugurations; the Schutz brand has accounted for only a small 
portion of the store base as assessed by the SSS metric. The multibrand channel grew 
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strongly in the third quarter of 2012; 20.1%. The growth in the channel’s capillarity 
contributed to this result with the group’s four brands distributed across 2329 stores 
throughout Brazil; a growth of 30.6% over the same period of 2011. 
 
Page 6 shows gross revenue by brand. We can see strong growth in the group's major 
brand in this quarter; the Arezzo brand (the group's major brand) grew 18.2% in the third 
quarter over 3Q11. Throughout 2012 the Arrezo team has been assessing the brand's 
business model in order to assure sustainable growth on operational enhancements. In 
2013 we expect to concentrate our efforts on executing the opportunities we will have 
mapped. The brand achieved a gross income of R$ 473.7 million in the nine months so far, 
18.6% growth. 
 
Schutz grew 67.5% in the quarter anchored by the growth in the owned stores channel 
and the intensification of the brand in the franchise channel. With 10 stores opened in the 
quarter, the brand achieved a gross income of R$ 244.3 million in the nine months so far, 
a growth of 56.8%. In September, we inaugurated our first Schutz’s owned store outside 
Brazil on Madison Avenue, in New York. This store was opened in order to launch the 
brand in USA and promote greater interaction with the American plans and bring us closer 
to the multibrand clients and department stores, because we have a great show room on 
the same place. 
 
The early results are in line with our expectations and we do not currently anticipate 
additional expansion in the USA, we will continue to develop our understanding of the 
American market. 
 
Under “other brands”, we have income from Anacapri and Alexandre Birman. The 
Anacapri brand is still focusing on improving the architectural design of its stores, which 
will be an opening store in the end of November, and developing its branding through 
partnerships, emphasizing in this quarter the partnerships if 284 brans, which we had 
excellent results.  
 
Alexandre Birman brand, it's now headquartered in New York and this is to strengthen its 
international presence in department stores and international multibrand stores. And these 
brands are still being developed. Alexandre Birman will help the introduction of the Schutz 
brand in a number of conceptual stores in the US market. 
 
Now on page 7, presents changes in the number of stores by distribution channel and 
changes in the total area of sales. We ended the third quarter with 368 stores and a total 
sales area of 23.900 square meters and an increase of 24.2% in sales area over the same 
period of 2011, showing solid growth over the last half. In this quarter we opened 18 stores 
in the group; five for Arezzo, twelve for Schutz, one Alexandre Birman. 
 
I will now hand over to Thiago Borges, thank you very much. 
 
Mr. Thiago Borges: Good morning everyone. On page 8, we show the gross profit for the 
quarter; R$ 107 million with a 43.4% margin, 35.6% up over the same period 2011. The 
expansion of the gross margin by 1.6 p.p. shows strong growth in revenue for the owned 
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store channel. The accumulated total for the year is R$ 264.2 million, up 31.4% on the 
same period of 2011, a margin of 43.5%; 1.6 p.p. up over 2011.  
 
The company's business model means that the pricing system metrics in the major 
distribution channels are stable, so levels of growth margin for the channels fluctuate very 
little. On the same slide we have Ebitda in the same quarter and the accumulated total for 
the year. As you can see on the right-hand side, Ebitda for the quarter came to R$ 42.7 
million, up 20% and an Ebitda margin of 17.3%, down 1.5 p.p. over 3Q11. 
 
This reflects growth in SG&A because of growth in the owned stores channel and pre-
operations expenditures for the opening and expansion of the stores. The company is also 
continuing to structure its brands and commercial teams and the intensification of 
developments of new products with higher R&D spending. The company generated R$ 92 
million in Ebitda during the nine months of this year, 8.8% over last year. If you exclude the 
effect of the nonrecurring expenses in the first quarter Ebitda would have grown by 18.2%, 
R$ 100 million with a margin of 16.5%. 
 
On page 9, you can see the performance of net profit for the quarter; R$ 28.6 million, up 
10.2% over the same period 2011. Net margin for the period was 11.6%, down by 2.1 p.p.. 
There was an R$ 2.7 million fall in the financial results for the period, owing chiefly to 
reducing income from financial investments because of a fall in CDI. 
 
Net profit for the first nine months came to R$ 65.2 million, excluding the effect of 
nonrecurring expenses in the first year, it would've come to R$ 70.5 million with a growth 
of 8.9% on the margin of 11.6%. 
 
Page 10, I would like to comment on the company's operational cash consumption in the 
quarter, which was R$ 3.7 million; in line with our deliveries calendar for the year.  
 
Page 11, the figure on the left of the slide shows that the company invested R$ 16.5 
million in the quarter, most of this is concentrated in the expansion and refurbishment of 
stores including four openings and expansions this quarter and the further for 
constructions and expansions not yet inaugurated. Corporate investments worth R$ 5.4 
million are related mainly to the modernization of the company HQ, which we concluded 
this quarter. 
 
On the right, we see the total indebtedness; came to R$ 55.2 million, in line with continuing 
conservatives indebtedness policy with a low cost of debt. 
 
Page 12, we’d like to reaffirm our commitment to 58 openings for 2012 and reinforce the 
guidance we announced about one month ago on Investor’s Day for 53 new stores in 
2013.  
 
Those are our comments for Arezzo&Co’s results for the third quarter. We’ll now begin the 
Q&A session. Thank you very much. 
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Q&A Session 
 
 
Operator: Excuse me, 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. Robert Ford, from Merrill Lynch. 
 
Mr. Robert Ford: Good morning everybody and congratulations for your results for the 
third quarter. Could you talk about the continuity… about Schutz at Bloomingdale’s and the 
results for the pilot project? 
 
Mr. Alexandre Birman: How are you doing Bob? This is Alexandre speaking, thank you 
for your question. The result was extremely positive; we have already had replacements of 
some products that have reached the stores at the end of November. In addition to 
Bloomingdale's, what I'd like to add to your question is to say that we were able to go into 
Nordstrom Department Store. We had a meeting in Seattle a month ago, they gave us an 
exception so that we can enter the winter collection for the North American market; the 
products will arrive next week. It seems that it will be a good expectation for growing the 
brand there. 
 
Mr. Ford: Are you going to join the Nordstrom network, or is it just an initial pilot? 
 
Mr. Birman: Yes, they bought it for 9 stores to begin to distribute the brand and also for 
their online store. 
 
Mr. Ford: Okay, thank you very much. How much of your expenses for the third quarter 
were nonrecurring? 
 
Mr. Birman: I’m going to pass that to Thiago the answer. 
 
Mr. Thiago Borges: Thank you Bob for your question. We had some nonrecurring 
expenses especially in our owned stores for pre-operational expenses and for the 
expansions that we had, and we had some nonrecurring as well in sales logistics and the 
consulting that we are using this year to help us diagnose the Arezzo GTM, and in SG&A 
we also have nonrecurring expenses in regards to the new website. 
 
But adding all these expenses, just to give you a percentage figure, it is approximately 2 to 
3% of the total SG&A for the quarter. 
 
Mr. Ford: Thank you very much. 
 
Operator: Next question is from Ms. Irma Sgarz, from Goldman Sachs. 
 
Ms. Irma Sgarz: Good morning. I have two questions. The first one is that you mentioned 
that the partnership with Anacapri and that you might have room to repeat this type of 
partnership. Do you have any plans for 2013 to continue with that? And do you have any 
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updates about how the plan is going for Anacapri and if it's already time to invest more in 
its expansion during 2013? 
 
And the second question is; I'd like you to comment on your Capex that you expect for this 
year, your total Capex for 2012? 
 
Mr. Anderson Birman: Good morning Irma, thank you for your question. This is 
Anderson; I am going to answer you in regards to Anacapri. In the communication’s plan 
there is a strategy for a brand in annually having that brand expressed. In 2013 we should 
repeat a new partnership and we may repeat that with someone who we've already had a 
partnership with.  
 
Thank you for your motivation in expanding Anacapri. We are working so that this 
expansion can be very sustainable so that it can be anchored in the model that will remain 
for many years. We are very close to that and we believe that in 2013 we will have some 
good surprises in relation to Anacapri. 
 
In regards to Capex, I'm going to pass to Thiago so he can answer that for you. 
 
Mr. Thiago Borges: Thank you Irma for your question. In regards to Capex for the year, 
there were some factors that were influencing our figures. One of the first factors has to do 
with the company headquarters; we have invested in modernizing our headquarters – I 
think most of you have already had an opportunity to visit us, if you haven't, please visit us, 
our doors are opened so you can see our new headquarters in the states of Rio Grande do 
Sul, we’ve inaugurated in the third quarter – and that set the number for the year.  
 
And in our owned stores we've had some factors that have also affected this number; we 
had stores larger than what we expected; between 10 to 15% larger than what we 
expected. And we were also able to anticipate some of the expansions and refurbishments 
that we were going to do throughout 2012 and 2013, and that went up to 2012, so that 
grew 70%. And we expected to do more in 2013 but we were able to anticipate some 
things based on the good negotiations that we had. 
 
And better points of sale in better areas in the shopping malls, and affected the prices as 
well. 
 
And lastly, the costs of the refurbishments are a bit higher than we originally expected, but 
since the stores’ bottom line is higher, then the return for that initiative is maintained. So 
those were the factors that have affected our figures for the first nine months of the year 
and will certainly affect the fourth quarter as well. So the figures will be a bit higher than 
what we originally expected; than R$ 50 million. 
 
To give you a precise figure today – I don't have the exact visibility of that number – but 
you can consider that it will be a bit higher than the R$ 50 million throughout the year. 
 
Mr. Anderson Birman: I believe that we can add that expenses with the new site will not 
be recurring and the trend of the intensity in opening up our owned stores should 
decrease.  
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Mr. Thiago Borges: Yes, based on what Anderson just mentioned and looking into 2013, 
the figures won't be repeated. For 2012 we are opening 11 owned stores and refurbishing 
5 to 6 stores and for 2013 this figure will be half of that or even less than half of that when 
we look at expansions only. The new owned stores do not happen in 2013, but in the end 
of 2013 we should increase our investments related to IT if we change some of  our 
systems internally. 
 
Mr. Anderson Birman: Thiago, I'd also like to mention that the new headquarters were 
initially planned and then we did our IPO. We had a huge project to build a new 
headquarters which during the installation process and building the new headquarters we 
had a strategic change about renting a building – a historical building – in downtown 
Campo Bom where they used to have a shoe factory, and there we could do our 
management. It was a bold decision but I can guarantee that for three months that we've 
been at this new headquarters it was a very good decision and we will have good results 
for the company in the near future based on that decision. 
 
Ms. Isgarz:  Thank you. 
 
Operator: Excuse me, I would like to remind you that to ask a question please press star 
one. 
 
Our next question comes from Mr. Paulo Albano, from Credit Suisse. 
 
Mr. Paulo Albano: Good morning everyone. Congratulations on your results. My question 
is; I'd like to know what you've seen from the purchases from the franchisees, if they are 
preparing themselves for the showrooms? Are they getting ready for Christmas? How do 
you see that? 
 
Mr. Alexandre Birman: Thank you Paulo for your question. This is Alexandre speaking. 
We have the launches – that we call it “summer collection number three” internally – in 
November this year, and the deliveries begin in October and they end at the first week of 
December. The results were very positive, but as we mentioned, we had strong delivery 
for franchisees in September where we tried to deliver them early, so we don't have any 
deliveries forecasted for December. So it's better for them to have more inventories in 
November and focus more on sell-out in December. 
 
So, but the expectations that we have is closing the year with a growth in line with what 
happened in the first nine months for the franchise channels. 
 
Mr. Albano: Ok, thank you. 
 
Operator: Next question is from Ms. Irma Sgarz, from Goldman Sachs. 
 
Ms. Sgarz: Sorry, coming back with some more questions. Could you comment about the 
figures that you've seen for sell-out for owned stores in October? And the second question 
is; I'd like to know if you're comfortable with the inventory level to meet the demand of the 
end of the year? 
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Mr. Alexandre Birman: Irma, thank you for your question. This is Alexandre speaking. For 
October we are in line with our expectations for growing our owned store sales, and the 
month is highlighted by strategy that we started three years ago, where we try to promote 
sales at the end of October for the summer collections that we delivered since July – so it's 
about eight months – and the strategy increases the sales a lot in that period and it goes 
until the beginning of the first week of November.  
 
And in November we have many happenings for our strategies to increase the sell-out, 
where it is a huge sales convention for the main brands of the group (that takes place on 
November 11) where we have a broadcast system where over 3000 salespeople take part 
in this convention where we have many motivating initiatives to promote sales at the end 
of the year. 
 
And in addition to that, we go into the high summer collection and it is as if we were 
changing into a new collection; we are not just adding on. So, in the first week of 
November we start off that and on the sixth and eighth Schutz and Arezzo are already 
born with a new face for high summer. And we are very comfortable with that inventory 
levels. 
 
I'd like to remind you that within our model it's very flexible. In November, if we feel that 
there isn't a specific demand of any specific product that was sold more than what we 
expected, we have room to place an order today and we see the project and the next four 
weeks in our store. So, our model gives us a lot of flexibility to react in relation to the 
market. 
 
Ms. Sgarz: Thank you very much. 
 
Mr. Anderson Birman: Irma, I'd like to add to Alexandre's answer; even though we are 
comfortable, we are also very worried because the year doesn't show was a linear trend of 
growth every year. When it seems that a month is doing well, on the same month it gets 
worse. So we are very concerned about November because we have three holidays in that 
month in moments that are too close to the weekend, so that type of concern makes us 
become even more active; seeking better results. And that are coming and we are sure 
they are yet to come. Thank you very much for your question. 
 
Operator: Excuse me, once again, if you wish to ask a question please press star one. 
 
Excuse me, there are no further questions. I'd like to test the floor over to Mr. Anderson for 
his final remarks. You may proceed Mr. Anderson. 
 
Mr. Anderson Birman: Well, once again I would like to thank everyone for their 
participation. I'd like to wish you an excellent 2012 because I believe this is the last 
conference call for the year. Thank you very much, good morning. 
 
Operator: The Arezzo&Co. conference call is now closed. We would like to thank you all 
for participating and wish you good morning. Thank you. 
 


