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Conference Call 
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Operator: Good morning ladies and gentlemen. Thank you for waiting and welcome to the 

Arezzo&Co. conference call when the earnings of 4Q16 and 2016 will be presented. 

All participants are connected only as listeners and later on there will be a Q&A session for 

which instructions will be given. 

This call is translated into English and overseas participants will be able to ask questions. 

If you need help from an operator during the conference call press star zero. 

We would like to remind all journalists and others from the press that this conference call is 

exclusively for professionals of the financial market and current and potential 

shareholders. Any questions must be submitted to Ms. Caroline Muzzi, press relations, 

whose contact information is available on the company's website at www.arezzoco.com.br. 

This conference call and the slides are being streamed on the web and can also be seen 

on the company's website. In case any of you do not have a copy of the Arezzo&Co. press 

release published yesterday Wednesday, March 8 you can get a copy from the company's 

website. 

This conference call is being recorded and the recording is available on the website after 

the call is over. 

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 the international markets and are therefore subject to 

changes. 

Now I will hand over to Mr. Alexandre Birman. Mr. Birman please proceed. 

Mr. Alexandre Birman: Good morning everyone. I would like to greet all shareholders, 

investors and analysts that are with us during this conference call for 4Q 16. Today I have 

with me Thiago Borges and Paulo Ionescu. 
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Before I begin speaking about the details about 4Q I would like to take this opportunity to 

make a brief summary of the year. 

Arezzo&Co. is consolidating its leadership position in the footwear, handbags and 

accessories market. Even with the challenging macroeconomic scenario the company 

grew the sales in 8.3% in the year, gaining market share during the market downturn, in 

2016 for the first time we have overcome the level of 11 million pairs of shoes and 1 million 

bags sold. 

On a still challenging scenario the company's multi brand and multi-channel strategy has 

proven to be resilient. In the domestic market there was a growth of 7.3 in revenues with 

the net opening of 21 stores, which added to expansions 1400 m² of sales floor. 

Based on the company strategy to focusing more and more on sellout with the mix that is 

more assertive increasing the share of sales at full price the sellout of franchises, owned 

stores and web commerce grew 4.1 during the area… the year. 

In a robust way we are seeking short, medium and long-term growth in terms of 

investment options. Among the growth initiatives we have the new platform for web Schutz 

FIS – Fashion, Information and Shop; the rollout of the Fiever brand and the higher 

diversification of the bags category and re-strengthening our international presence with 

the pilot operation in the US. 

In parallel to that we always pursue gains to efficiency considering the operating expenses 

management, which excluding the elimination of payroll taxes among others we would 

remain stable YoY. 

Now about our brands starting with Arezzo which is consolidating its leadership and had a 

strong growth, solid growth of 9% YoY. The result is the ongoing investment in brand 

awareness through a strong communication plan in addition to integrated work on online 

media. 

I also would like to highlight the constant improvement also with high-frequency collections 

that totaled 21 cycles throughout the year, more alignment with the franchise channel 

providing important gains for the stores gross margin. It is worth noting that the brand's 

value proposition guarantees an excellent value for money and making customers even 

more loyal. 

In addition to that in the first year of the Arezzo online store we had important advances 

achieving 5.7% of sales of the brand in the domestic market. It is worth noting that our 

strategy for the Web channel is being a platform that leverages sales of brick-and-mortar 

stores applying the omni concept of coexistence and increasing the potential channels. 

On the other hand Schutz is still consolidating its positioning as an innovative brand that 

launches trends creating iconic products with differentiated design supported by a creative 
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marketing plan that is well directed. In 2016 sales were impacted by the performance of 

the multibrand channel which represents over 30% of the sales in the domestic market, 

which already demonstrates a path of recovery. 

Additionally the transfer in the last two years of five own stores to franchises, which is 

consistent with the strategy to improve the company's return, also influenced both 

revenues drop; however impacting the contribution margin and employ capital in a positive 

manner. 

The pilot operation in the US in 2016 gave us important steps to open the second flagship 

store in LA, a partnership established with a renowned department store and the 

restructuring of our corporate structure. The company continues confident about Schutz’ 

evolution in the American market, consistent with brand acceptance with the product in the 

country, which can be shown by the word Brand of Year by Footwear News. 

The plans for 2017 include continuous focus in reinforcing the organizational structure in 

addition to having studies for a third store in a high-flow shopping mall so we can evolve in 

our learning curve for the American brand. 

Anacapri has consolidated its position as a young, accessible, colorful brand focusing on 

flats and highlights to the summer collection with a very assertive product mix, more 

presentation in the items of automatic replenishing driven by the investment in marketing. 

With the inauguration of 10 stores the brand grew 28.1% representing 8.5 of company’s 

revenue in the domestic market.  

The Alexandre Birman brand was leveraged by the capacity of supply, long distance 

supply on plant expressively grew its own sales in the domestic market and the foreign 

market in 2016. Focusing on strengthening the international branding through events and 

distribution of the main department stores around the world, the brand is expanding its 

awareness and creating excellent results. 

An important corporate project for our company was the successful implementation of the 

new distribution center in Espírito Santo State with the reduction of lead time to strategic 

places; the possibility of diversifying purchases in other production centers; the agility in 

replenishment of continuable products and more tax efficiencies contributed to the results 

of the year. 

One of the central pillars of our strategy are trained, motivated, engaged people. That is 

why the company is focusing on attracting, developing and retaining talents such as the 

engagement survey that achieved 67%, a growth of 8 p.p. compared to 2014, which is a 

reflection of the actions implemented in the past years highlighting the mission, vision and 

value… and principles I am sorry that involved all employees. 
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Among the initiatives to select and train talents according to company DNA it is worth 

mentioning the trainees program focusing on merchandising, commercial and marketing 

areas. In addition to that many initiatives to develop people were reiterated during the 

year, such as teambuilding for directors, the leader coaching program for managers and 

new leaders for coordinators and supervisors. 

We are still investing in training as well such as the Shoemakers School and online 

courses through the AIR platform focused on retail. 

And lastly in order to retain talents in addition to the meritocratic management system the 

company wants to recognize and award professionals that stand out such as the talent 

pool and mentoring and specialization courses. 

At Arezzo&Co. one goal achieved is the basis for the next one and that is how we maintain 

our motivation and confidence in relation to perspectives of 2017 on the path to 2154. 

Now I would go to our presentation on page 3 commenting the main highlights for the 

quarter. 

The company reached net income of 339 million, 19.4% growth YoY. This result was 

leveraged mainly by the performance of the online stores of the company increasing 

revenue in the franchise channel and recovery of the multibrand channel. 

Gross profit reached 153 million, a 21.2% growth YoY and gross margin reached 45.2%. 

Ebitda achieved 54 million in the quarter, an expansion in margin of 15.9% and 20.6% 

growth YoY. 

The net income of the quarter reached… 36 million with the net margin of 10.6%. 

In this quarter Arezzo opened 21 stores and two expansions, which totaled 3.7 increase in 

sales floor area LTM. 

I would like to pass the floor to Thiago Borges to continue the presentation. At the end of 

this call we will all be available to answer your questions about the company's results and 

also about our strategy. 

Mr. Thiago Borges: Thank you Alexandre and good morning. Starting the presentation on 

page 4 and going deeper in the results analysis on the left side we have the company's 

gross revenue reaching 419 million, 14.3 growth YoY with the highlight to the domestic 

market that reached a growth of 17.5%. 

December YTD the gross revenue reached 1.554 billion, 8.3 increase YoY with healthy 

growth in both markets: 19.3 in the foreign market and 7.3 in the domestic market. 
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Going to page 5 we show the gross revenue program in the domestic market. As we can 

see in 4Q grew in all brands. Arezzo, our main brand, showed 16% growth YoY especially 

due to the expansion of the franchise channel and increase on the web commerce 

channel, which already represents 5.8% of revenue in the domestic market. 

Schutz showed 6.2 growth in the quarter due to the recovery of the multi-channel brand 

that represented more than one third of the revenue of the brand and also the growth of 

the franchise and web commerce channels that surpassed 13% of total revenue. 

In the revenue the gross revenue for Anacapri in the domestic market showed 56.2% 

growth YoY with growth in all channels. This result is due to a mix of products that is more 

and more assertive, greater representativeness of replenishment and was boosted by 

higher investments in marketing. 

Now going to slide six we can see that the gross revenue in the domestic market by 

distribution channel showed growth in all channels for the second quarter in a row. The 

company’s revenue coming from mono-brand stores represented by franchise sell in and 

on stores sellout and web commerce showed 15.9% growth 4Q 16 YoY boosted by growth 

higher than 20% in the franchise, multibrand and web commerce channel. 

Sell in sales had a growth in same franchise of 17.9% 4Q 16 YoY. It is important to 

highlight that due to the schedule of the collections and the retail dynamics the analysis of 

same-store sales should be done considering the past 12 months. For example analyzing 

2016 the company showed a sellout at same-store of 3.4 and sell in sss of 4.3. 

It is worth mentioning that the sellout sales of the own stores including franchises, owned 

stores and web commerce grew 12.3% while same-store sales in sell out grew 8.3 in the 

same period. 

The multi-channel brand showed strong growth of 26.7% in the quarter, consolidating the 

path of recovery for the channel. The good performance is a reflex of a mix of actions to 

improve the level of service, a collection with the mix of products that is very assertive 

achieving new customers and a greater cross sell both among brands and handbags. 

On page 7 we show the development of the amount of stores by distribution channel as 

well as the total sales for the area for the company. We opened 22 stores reaching once 

again… Meeting once again the guidance of openings of the year closing the quarter with 

565 stores total, 558 in Brazil and 7 overseas with a total sales area of 38,700 m², a 3.6 

increase YoY. 

Now going to page 8 we show the gross profit for the quarter which achieved 153 million 

with a 21.2% growth YoY and gross margin of 45.2%. The growth in the quarter of 70 bps 

of the gross margin is explained by the positive effect of 190 bps due to the entry of 

operation of the new distribution center enabling great tax efficiency and by the negative 
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effect of the mix of channels in the domestic market with lower share of own stores and a 

reduction of export margin due to the exchange rate impact. 

It is worth noticing that the business model of the company is made in such a way that the 

pricing system of the main distribution channels are stable with greater variation for the 

sellout, owned stores, web commerce channels. 

On the same slide we have the Ebitda performance. We can see that on the right side of 

the page Ebitda for the quarter reached 54 million with a 15.9% margin. The growth of 

20.6% in Ebitda is due to the growth of 19.4% in net income and the expansion of the 

gross margin of 70 bps. 

On page 9 we have the net income for the quarter which reached 36 million and net 

margin of 10.6 reflecting lower exchange rate variation and financial discounts on specific 

negotiations in this quarter. Excluding those effects net income would have grown in line 

with Ebitda. 

Now going to page 10 I would like to comment on operational cash flow for the company 

for the quarter and as we can see it was 46 million, in line with the generation of 4Q 15 

even in a scenario of growth of income. In December YTD 2016 cash generation was 

above the previous year totaling 102 million due to the focus of the company in managing 

more efficiently working capital. 

On page 11 on the left side Capex for the quarter was 4.3 million due to software license 

renewal and investment in logistics. We closed the year with Capex aligned with 

depreciation following our guidance. 

On the right side is the cash for the company that closed the quarter with 136 million and 

in line with our policy which is still conservative. 

These were our comments for earnings for 4Q and I would like to pass the floor to 

Alexandre to continue our presentation. 

Mr. Birman: before we go to the Q&A session I would like to say that the communication 

to the market referring the transition of CFO and investor relations positions. 

With aiming at having a better alignment of our organizational structure with our strategic 

planning we are now starting to redesign the structure. One of the goals is to create a 

department that will steer hand the implementation of important strategic actions such as 

the consolidation and launching of brands, the international expansion like the project in 

the US, evolution of the franchise model among others. 

We will also have a simplifying of the number of reports to the CEO; also we will have 

integration with supply chain and brand management. Such changes aim at enabling the 

growth in the long-term. 
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Within this scenario I would like to present our new CFO and RI executive that will talk 

briefly about his experience and expectations for the new position. I would like to say that 

Thiago Borges will steer hand the transition in this direction and will integrate Daniel in our 

processes and main stakeholders. 

I would like to congratulate Thiago for the excellent job in his functions throughout these 

years thanking him on behalf of everyone for his dedication and commitment. 

Mr. Daniel XXX: Good morning. First I would like to thank the invitation to take on these 

important roles in the company that is the leader in the market with high rates of 

governance, which historically has been showing his highest capacity of execution. 

I want to add using my experience in several industry profiles such as aviation and 

consumption to contribute to the sustainability of good results and continuous growth. This 

will all add to the team of high performance of Arezzo&Co. continuing the story of success. 

I hope for the next weeks to interact with all of you and am at your disposal for any 

questions. 

Mr. Birman: now I would like to begin the Q&A session. Thank you very much for your 

attention and participation. 

 

Q&A Session 

 

Operator: Ladies and gentlemen we will now begin the Q&A session. To ask a question 

please press star one and to take your question off the list press star two. 

Our first question comes from Ruben Couto from Itaú BBA. 

Mr. Ruben Couto: Good morning everyone. Could you please tell me more about the 

performance in sales we had in 4Q which was very positive? Here when Thiago said 

looking at the 12-month horizon sell in and in and sellout are very close; but still it was very 

strong. 

Can you give me more details about that in addition to the collection assertiveness that 

you already mentioned? And there is maybe any other extraordinary factors, maybe the 

competition or something like that that has resulted in the performance? 

And how do you see the beginning of the year? Do you think that this trend will remain a 

strong trend and now at a downturn but do you think that consumers are more 

conservative? So what worked so well at the end of the year and I would like to know if 

that will continue through 1Q. 
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Mr. Birman: good morning Ruben thank you for your question this is Alexandre speaking. 

Without a doubt we are very satisfied with the results not just in 4Q but throughout the year 

of 2016, the growing result. It is a proof of our integrated management of the value chain. 

The objective is a quick reaction having the right product at the right time. 

That is our basic business premise and so we have been looking internally, for internal 

opportunities for growth and based on that since 2015 we started the process to split up 

our collections even more, especially up 4Q 15 the summer launch was in the beginning of 

September and we noticed that that was still too far away from the Christmas sellout. 

So with the purpose of having a higher frequency of products and waiting for the right 

timing for purchasing decisions we split-summer into three launches: so the first one with a 

lower percentage than before and we created a collection which was truly the difference 

for 2016, because 2015 we implemented this model and 2016 we were better prepared for 

that. So the second one was mainly focused on products and gifts for Christmas. 

So we were able to develop for all the brands very good entry point prices and very 

attractive merchandise. The islands in the stores presented a product range that was 

awakening the purchasing wish and especially in brands that are very renowned as ours. 

And then we also had new products coming in the store after Christmas focusing on New 

Year's Eve and vacation. The strategy was very well executed by our team and that is the 

reason why we were able to boost our sales. 

In relation to your question about the beginning of the year I think it is worth noting that the 

calendar is not very related to fashion retail calendar, because when you take 1Q 

especially in a year where Carnival holiday is further into the year as this one, you have 

two thirds of 1Q are focused in selling sales from the summer collection. 

Since there are new products and with the purpose of increasing the average markup for 

the chain having a higher full price sale price we did not have so many sales of products in 

this period, so the focus in 1Q I would say started yesterday with the official launch for the 

winter collection from Schutz, Anacapri and Arezzo will launch tomorrow and Fiever will 

launch on Saturday. 

So that will be the main focus for 1Q is winter collection and starting now, we have the 

product mix and the marketing strategy and then 2Q we focus strongly focus on the winter 

collection that lasts until the end of July. 

So it is a time to focus on the winter collection and we are very confident about the results. 

Yesterday we had record sales in the flagship Schutz for during launch. 

Mr. Couto: perfect thank you Alexandre. 

Mr. Birman: thank you. 
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Operator: I would like to remind you that if you have a question please press star one. 

Our next question is from Fábio Monteiro from BTG Pactual. 

Mr. Fábio Monteiro: Good morning everyone. I would like to learn more about the US. I 

would like to know how you see your team over there and if you could speak more about 

the potential third store opening, if it would be a shopping mall in LA, if you have already 

decided on that?  

So I would like to know at what stage you are at in that project, the pilot project in the US 

and what stage you believe you are in and then middle and long-term expectations. 

Mr. Birman: good morning Fábio thank you for your question this is Alexandre speaking. 

So in fact you touched upon an important fact, in the long-term of the company, and so the 

idea is to invest in the pilot operation for Schutz the US. 

Last year was a very important year to evolve that when we opened our first flagship in the 

West Coast specifically in LA, the largest potential market for our product profile and we 

were able to start up with our brand in a very structured manner together with a very 

renowned department store that is doing excellent work and we had good commercial 

agreements in that sense. 

It was a very important year for structuring that. We know that there is an important barrier 

we have to evolve which is the business operation, the American culture; there is also 

issues about labor laws there, operating issues, logistics system. 

So our first focus for 2017 is to implement this learning framework to provide the brand 

and brand management more focus which is on the core of the business of this product 

and marketing. So this investment is a very important step and from now on we will hire a 

new executive that will be responsible for the areas that I just mentioned and throughout 

1H TY we are going to structure our system, our logistics system and that will lead to an 

important achievement to support our growth. 

In relation to the third store in terms of strategy we want to have a store that will be in an 

area of high flow. So the first two stores are flagships in very conceptual areas but they do 

not have high people flow, high-traffic. So we want to create branding for Schutz in that 

case and the third store should be in LA or in another market that we believe is a great 

opportunity for the test and the test will be to have a store to help Ebitda in the fore wall. 

So our stores are they close to breakeven and now we want to store that will give us a 

sustainable margin for the rollout. That is the objective that should be achieved throughout 

the year and we may even have a pop-up store to try in different regions such as maybe 

New York. It would not be a final store; it is the pop-up concept and it has worked well. We 

tested one in LA in a mall called The Grove, so we should try out that strategy again that 
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has worked well. Thank you for your question and if I was not clear about that please 

follow-up. 

Mr. Monteiro: very clear Alexandre and just a follow-up or a second question to conclude. 

The sales recovery in multi brand which is coming from many initiatives that you had I 

understand but I would like to know what is the strategy today? What do you expect for 

2017 and 2018 in terms of growth in that segment? Adding new partners, new multibrand 

partners? Could you give any specific feedback about that performance in multi brand 

which was also very strong in 4Q? Thank you. 

Mr. Birman: Great Fábio thank you for your question. The multibrand is very important to 

give capillarity to the distribution of our products taking our brand on 2000 points of sale. It 

is a very important channel to entry of new brands because they require lower investment 

like the case of Fiever in 2016. 

I think one of the greatest factors that supported us for this growth is the consolidation of 

our cross-selling strategy between brands. So that enabled us to strengthen the multibrand 

channel and also a screening of those store owners that had credit problems. 

So 4Q 15 was one that was very challenging for sales mostly because we stopped selling 

to those store owners that have low credit. That is behind it is now and the store owners 

we have now have greater liquidity and so we see in a good way for 2017. 

But it is a channel that already has a great distribution, we have thousands of point-of-sale 

at our greatest concern is our branding. So there is a store profile that we call family multi 

brand internally and it can add hundreds of stores to our distribution profile; so we see that 

as a good factor to continue. 

So we are very picky in our choosing and so the growth should be in the high-single digit 

for 2017 so we can reach our internal goals. 

Mr. Monteiro: thank you thank you very much Alexandre. 

Mr. Birman: thank you. 

Operator: next question Robert Ford, Bank of America Merrill Lynch. 

Mr. Robert Ford: Thank you and good morning, congratulations for the results. Alexandre 

can you talk about the company's health specifically compared to multi brand? 

Mr. Birman: hi Bob it is a pleasure to talk to you and thank you for your question. 2016 

was a year with many challenges for our competitors. Our assumption of always looking 

inside and seeing the possibilities of improvement internally - and we have many of those - 

we realized some brands disappeared throughout 2016 and we took on some of that 

market share especially in malls, expanding our new brands to those places that were 

previously occupied by competitors. 
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So we see that the competition is very challenging. The trade shows which are like 

Francal, Couromoda that took place in January, the number of booths was reduced and 

we did the opposite: our goal at Couromoda was to benefit from the reduction of 

competition to expand our booths at Couromoda. We had a good growth of area and we 

improved our booth and thanks to our team’s effort we were able to pay this investment 

with high growth of sales during the tradeshow that is very important for our sales 

calendar. So it is an opportunity for continuous growth in market share gain throughout 

2017. 

Mr. Ford: and how is the health of the company? 

Mr. Thiago Borges: I am sorry Bob I did not hear the question. I am going to talk about 

Accounts Payable… or Receivable and thank you for your question. Our default rate is 

stable. We had in 3Q a spike but it has been stable and we started having a possibility 

throughout the year to lower this expense. 

So historically the company had a loss and provision rate about 0.2%, 0.3% of gross profit. 

In 2016 it was closer to 0.7 and in 2017 it should stay at a high level of 0.6, 0.7; but we can 

notice that the customer for 2018 that will start going back to historical levels. 

So I think that the worst is already behind us and from now on it is an improvement 

scenario for our default rate. 

Mr. Ford: thank you again for taking my question. 

Mr. Birman: thank you Bob. 

Operator: next question Tobias Stingelin, Credit Suisse. 

Mr. Tobias Stingelin: Good morning Alexandre. Could you talk about new brands? 

Obviously Fiever is doing very well, it is not a new brand; but you are very excited with the 

launching of new brands. Is there anything in the short term in the pipeline? Did you 

change the structure to have someone to focus on that? Were there any changes from the 

Investor Day to today? 

Mr. Birman: hi Tobias thank you for your question this is Alexandre. Definitely the new 

brands issue is a very important part of our strategic planning. From the creation of 

Anacapri in 2008 and even Alexandre Birman that has a role in the international part of our 

business in 2016, we now have to position the brand to avoid cannibalization by our 

current brands creating a differential, and ID, DNA to actually bring something to the 

consumers that will make them loyal for those brands. 

So the learning curve was very important. Today we can say that we are a multibrand 

company and this makes us very proud. We have been able to look at the market trying to 

see new niches.  
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So Fiever was a fruit of research done in 2014. We were trying to see new consumption 

trends and we saw this new urban, no-gender niche and this was the beginning of the 

positioning of Fiever. 

For 2017 our goal - and this is brand-new news - in March we will start the process of 

studying with our department a study that will give us a great screening of the consumer 

profile and consumer habits, and we will be able to understand these niches of 

consumption that today might give us an opportunity for new brand. 

Launching a brand just to say that we have a new brand is really not worth it because it will 

have a short life span. Our goal is to create a brand that will have a specific concept that 

will meet the needs, either technical or use occasion or age group and so we will research. 

And it is not a fast process; we need at least three months of research. We start with 

qualitative and quantitative in several parts of Brazil. It is an interesting investment and 

that is why it is hard to leverage to grow that. The study will finish in July and so then we 

will see our capacity of launching the brand still in 2017 so we do not rush things. 

So we do have a new structure. We have hired a person specifically for this project to do 

this market study for launching the new brand, and if it does not happen in 2017 we 

believe that a sixth brand does make sense for our business and we intend to do that for 

the next 12 months. Thank you for your question it is a very good topic for the company. 

Mr. Stingelin: I have a follow-up question and let me understand the history: you have 

your brands that are very successful and now it is the first time that you are doing 

something with a more scientific focus? Not that they did not happen before but… 

Mr. Birman: until now we did not do it that way. Until Fiever it was more intuitive, our 

internal view than a process that came from the outside showing us clear opportunities in 

the market.  

Fiever also took a step in that direction. We hired an agency in the international market 

that gave us insight on new trends, consumer habits, it was a wonderful work and we 

presented it to our Board in July 2014 and from then on we hired this agency, and they 

were responsible for creating the concept of Fiever in a very well-done project. It was a 

nine-month pregnancy until the baby was born including investments in international 

travels to Tokyo and other places that gave us great insights. 

So we learned and it worked. Fiever was already launched with a result curve that was 

much higher than the previous brands that were still starting with a great knowledge curve, 

a learning curve that needed to be done. 

We want to go deeper in this study and we are learning that in the consumption market 

and also learning from other markets we are going to test if that can be used for fashion 

and shoes markets. So we are bringing this research profile to our business and we hope 
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that that way we can have even more applied science and that our sixth brand comes with 

a very clear DNA giving us a good set the results from the very beginning. 

Mr. Stingelin: great thank you good morning. 

Mr. Birman: thank you. 

Operator: if you have a question please press star one. 

Our next question comes from Mariana Vergueiro from Bradesco. 

Ms. Mariana Vergueiro: Good morning thank you for taking my question. I have two 

questions related to the handbags category. You did some work at Schutz and you already 

have a good share in sales; but what about the other brands from the group? How much is 

the share for handbags niche? 

And does it make sense to consider that the 22% level could reach Anacapri, Fiever and 

Arezzo or is it just for Schutz because it is mainly associated to lifestyle? 

My second question is about the potential of new categories. You already mentioned that 

you are studying that and I would like to know if you have any updates about what you are 

analyzing, if the categories already exist in the stores but have not been explored enough 

or if that is going to be focused on Schutz because Schutz is a more lifestyle brand or 

much more lifestyle brand than the other brands? 

Mr. Birman: thank you Mariana this is Alexandre speaking. Since 2012 we have seen that 

we had a great opportunity for us to become a player in the handbags category. It is a 

structured investment plan and the category already existed for many years in our 

company but it did not have a sales share even close to what we have today. We hired a 

team and stylists and a supplier pipeline because that is essential and we prefer the focus 

in the domestic market in that sense because we can control management. 

So it is very structured to create that DNA and communication and marketing for this 

product category has to be different than footwear. The collection timing is different 

because the style changes fast at shoes, women keep bags for longer periods and so we 

did all those studies in 2013, 2014 starting with the Schutz brand and today it represents 

almost 23% of revenues in the domestic market for the brand. 

For Arezzo in 2015 we started to transfer those learning experiences to that brand and 

today the Arezzo brand has a very well structured bag segmentation, the Giorno Line 

made with technological materials that have a better entry price; and the Premium line 

which is more elaborate with an average price that is higher than before on average for 

this category. We did not have handbags with such high quality as we do today - but it has 

had excellent acceptance by our consumers. You will see the new winter collection starred 
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by Gisele Buendchen and she has a very important picture that you can see the Arezzo 

brand logo. 

In relation to new categories and your second question it is a huge challenge. We plan on 

beginning in our strategic plan and a new line for the strategic plan is learning the 

categories first focusing on the ones that are more adjacent to our core, three important 

categories: one is for eyewear and that is a very important market, it is a large market; the 

other one is for watches and the last is crafted jewelry.  

So we are planning on having an in-depth analysis of that study. There is another one that 

we call small leather goods that are leather accessories: wallets, belts and we are 

developing that more. 

We are going to develop process at Schutz in 2017 and investing in a specific concept 

store to test those categories hiring a team which is… We have already started with that 

and so we plan to launch the pilot in 2017 for that project and we will start in fact with the 

Schutz brand because it has a stronger lifestyle idea, it is mainly focused on the fashion 

segment and so we are going to learn about these categories with Schutz and depending 

on our results we will decide how we are going to roll this out in the other brands. 

Ms. Vergueiro: okay great thank you. 

Mr. Birman: thank you. 

Operator: Since we have no further questions I would like to hand over to Mr. Birman for 

his final remarks. 

Mr. Birman: I would like to thank everyone for dialing in to our conference call and before 

we conclude I would like to take this opportunity to mention the launch of our winter 

collection in stores. 

It is worth noting that when changing from one collection to the other, winter, summer to 

high summer we carried out a number of initiatives to provide new experiences for 

consumers such as changing all the visual merchandising elements; completely renewing 

the product mix; changing the sales force uniforms; in addition to the national sales 

convention which was carried out on March 5 reaching out to over 5000 salespeople from 

the chain to present our new collection, communication and marketing strategies and 

motivational campaign's. It was very were received with excitement by our team. 

The Arezzo launch campaign is being starred for the third consecutive time by Gisele 

Buendchen together with integrated communication strategy focused on social media and 

digital media, with opinion leaders all over the country strengthening the dialogue with 

customers in addition to dozens of launches that are starting today at Iguatemi store to all 

cities in Brazil. 
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In terms of Schutz we have an innovative project called Schutz Lab providing digital 

communication and more frequent insertions of the brand with new… Instead of just 

focusing on… we have a campaign in relation to the winter campaign.  

Yesterday we had the launch of our flagship store at Oscar Freire and it was very 

successful, we had record sales on the same day. So the Schutz brand also and 

Instagram is the leader in the fashion segment over a 3.5 million followers, and brand 

customers to check out the Schutz new communication. 

With Anacapri is still has a strategy of having the star Ísis Valverde for a campaign which 

has great recall and strong affinity with the brand, and in addition to being speaking more 

and being closer to consumers we are going to create a strategy of mini opinion leaders 

focusing on regional scope, people that have 3000, 4000 followers on Instagram and we 

are going to use that in Anacapri winter collection launch. 

In the Fiever brand with its nomad, urban and contemporary concept we are going to have 

a very different campaign focused on diversity with models and consumers of different 

profiles and ethnicities, who will communicate the brand. I would like to invite everyone 

who has dialed in to visit our stores and check out the winter collection launches and also 

to shop. 

I would like to thank the dedication and will power of our team that strongly works with a lot 

of passion to build our future. Thank you and I wish we have a 2017 with a lot of health 

and excellent results. Thank you everyone. 

Operator: The Arezzo conference call is now closed. Thank you for your participation and 

have a good day. 

 


