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International Conference Call 
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2nd Quarter 2015 Earnings Results 

August 6, 2015 

 
Operator: Good morning ladies and gentlemen and thank you for waiting. Welcome to the 

Arezzo&Co conference call where the results of 2Q 15 will be presented. 

All participants are connected as listeners only in 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 star zero. 

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

exclusively for professionals from the financial market and current and potential 

shareholders. Any questions must be submitted to Approach, 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, August 5 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 to 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 as to 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. 

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

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

investors and analysts that are here with us today in this conference call of earnings for 2Q 

15. We have with us our CFO Thiago Borges; our Commercial Director; and IR manager 

Leonardo Pontes. 
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The second quarter concentrates the most part of the winter collection sales where we 

have Mother's Day, a very important date for our businesses and the Brazilian Valentine's 

Day. At the end of June we entered the sales period and in addition to that we presented 

the launch of the pre-summer season collection which gives us a good take on the main 

trends of the next season. 

We had good results on Mother's Day highlighting those to the Arezzo brand. With its 

accretive initiative for engagement called “Mom I love you”, where we brought together 

products, communication and visual merchandising we achieved sales increase in the 

period. Highlights goes to the kits made up of shoes and handbags developed according 

to different consumer profiles. 

For Valentine's Day the Schutz brand continued its strategy to develop tailored actions and 

so we launched the Schutz Tag Me collection with a highlight were handbags could be 

tailored with stickers that were super fun and specially developed for the brand enabling 

consumers to add their individual lifestyle to the product. 

Anacapri brand continued with its successful strategy with creative partnerships that 

reiterates its positioning which is very relaxed about the brand with highlight to the 

collection with a partnership of the Granado brand on Mother's Day and with the world 

desired “Paçoca do Amor” on Valentine's Day. 

The Alexandre Birman brand has been evolving a lot internationally anchored by celebrity 

endorsement events with department stores and mainly developing styles that become 

iconic. Highlight to the Clarita sandal, which became the dream shoe for opinion makers. 

I would also like to highlight the importance of the online universe to our business. Four 

years ago when we launched the first e-commerce of the Schutz brand we were constantly 

increasing our investments and dedication for this very important business that without a 

doubt will generate great results. We have already exceeded 10% of share of total Schutz 

sales, which is an excellent level. 

Recently we launched an innovative mobile app called Schutz now, which enables a lot of 

interactivity between the customer and the brand. The recent launch of the e-commerce of 

Anacapri brand already has good results: in a few months it already represents 3% of the 

total brand sales. 

Now for some breaking news we are very proud of we would like to officially inform that we 

have officially launched the Arezzo e-commerce which is already born with truly omni 

strategy perfectly integrating the brick-and-mortar store and the online store. 

Now to begin our presentation on page 3 I would like to comment on the main highlights 

through the quarter: in 2Q 15 net revenue was 285.5 million BRL up by 12.5 YoY 

leveraged by the growth of all the company's brand and channels. 
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In 2Q 15 the company's gross profit reached 120.6 million BRL with the growth margin of 

42.2% YoY and gross margin was 42.2%. 

Ebitda was 43 million in the quarter with 15.1 margin. 

Net profit was 31.9 million with the margin of 11.2.  

This quarter Arezzo&Co had a net 8.8% sales area increase YoY with the opening of 49 

stores in the past 12 months. 

Now I would like to hand over to Thiago Borges to continue with our presentation. At the 

end of the conference call we will be available to answer your questions about the 

company earnings and about our strategy. 

Thiago Borges: Thank you Alexandre and good morning everyone. Starting our 

presentation on page 4 and giving you a more in-depth analysis of our earnings on the left 

we have the gross revenues of the company for the period which was 363.5 million, up by 

7.1% in the domestic market and 83.1% in the foreign market. In June YTD gross 

revenues reached 663.9 million, a high of 10% over 1H 15 mainly resulting from the 

growth of 80% of the foreign market and 6.8 of the domestic market. 

Now on page 5 we have the gross revenues per brand in the domestic market where we 

see the growth of all the brands in the group for the quarter. Arezzo, our main brand, had a 

growth of 2.3% YoY mainly resulting from the strategy in the franchise channel to increase 

the average markup of franchisees by having less markdowns and less left overs for 

inventory at the end of the collection. 

Schutz had a growth of 7.6 in the quarter mainly leveraged by the strategy to strengthen 

the monobrand stores including franchises, own stores and web commerce. Additionally 

the brand still has a strategy of increasing the share of handbags in the mix, the product 

mix growing 42% the category’s volume in the quarter. 

Additionally the strategy execution of the web commerce channel with the new platform in 

place for a year now in September continued to present strong results with the growth of 

40.4% in 2Q 15. 

Anacapri for the quarter had a growth of 51.5 YoY mainly leveraged by the growth in the 

franchise channel and the multibrand channel closing the quarter with 56 franchised 

stores. 

Alexandre Birman brand is still strengthening its present in international department and 

multibrand stores with events with the main opinion makers. 

Now on slide 6 we can see the gross revenues per distribution channel. On the left we can 

see that the own store channel had a good growth of 17.1% in the quarter with gross 
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revenues of 87.7 million in the period. Sales to this channel were driven by the growth of 

8.8% in the sales area and the strong growth of the Web commerce channel. 

The sell-out sales for the chain, stores in the chain of the group including franchisees, 

owned stores and web commerce increased 8.7 in the quarter and same-store sales 

presented 1.4% in the same period. In regards to SSL of sell-out it is worth mentioning the 

healthy level of inventory for the end of the winter season with less left over inventory than 

the previous years which resulted in less products being sold with discount at the end of 

the season negatively impacting the indicator YoY. 

When we analyze the franchise channel, our main channel, we have a growth of 2.8% in 

the quarter mainly impacted by the reduction of 6% of SSL in sell-in. 

Speaking of sell-in sales meaning sales from Arezzo company to franchisees, it 

represented a decrease of the SSS indicator for franchisees mainly due to this company 

strategy to focus on the franchisees gross profit with higher average mark up and less left 

over at the end of the season, temporarily resulting in SSS sell-in lower than SSS sell-out 

in the quarter. 

The franchise channel at the quarter represented 46.6 of domestic sales with a total of 460 

franchises being 356 of Arezzo; 48 Schutz and 56 Anacapri. 

Sales for the multibrand stores presented a 6% increase continuing the growth presented 

in the prior three quarters due to the consolidation of the company's strategy to unify the 

management and policies of all the brands in the channel allied to the continuous interest 

showed by store owners in brand products with history of greater assertiveness in the 

point-of-sale. 

The company believes in the importance of the channel working towards getting new 

clients; increase the share of wallet of the existing clients including new categories like 

handbags; and increasing the cross-selling between the brands. 

On page 7 we can see the evolution of the number of stores by distribution channels as 

well as the total sales area. We opened 49 stores and increased 8 in the past 12 months 

and we finished 2Q 15 with 517 stores, 511 in Brazil and 6 abroad, with a total sales area 

of 35.2 thousand m². 

I will take this opportunity to redirect our guidance for 2015 and since we want better 

results for or franchisees and due to the uncertainties of the economy we are going to 

open our stores in places that present better return and better perspectives of sales. 

Within this context we see a range of 30 to 40 new stores for 2015 as our new perspective. 

Going to page 8 you can see that gross profit in the quarter reached 120.6 million with a 

42.2% margin and the growth of 6.8 YoY. The drop in the gross margin partly reflects the 

change in the mix of channels. 
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Additionally, for this quarter unlike 2Q 14 the expenses with agency are included in Cogs 

instead of sales expenses impacting negatively the gross margin in the period. Therefore 

agencies cost impacted the gross margin in 130 bps; however did not impact the Ebitda. 

Another impact on the gross margin was the end of the tax rate benefit that affected the 

comparison YoY in 30 bps. It is worth mentioning that the business model of the company 

is made as a pricing system so the margins levels and channels vary very little. 

Still on this slide we can see the performance of Ebitda. We can see on the right side of 

the page that Ebitda for the quarter reached 43 million presenting a growth of 1.7% and 

the margin of 15.1. 

Now going to page 9 we have the performance of the net income of the quarter that 

reached 31.9 million, 1% higher YoY and net margin of 11.2%. 

Now going to page 10 we would like to comment about the operating cash flow for the 

quarter that as we can see was 13.2 million due to lower needs of working capital 

especially in inventory. It is worth mentioning that there were no significant changes in our 

working capital policy. 

Now going to page 11 on the left side of this slide we can see that Capex for the quarter of 

the half year was 16.1 million, a reduction of 34% YoY followed by the company guidelines 

to reduce investments in 2015. 

On the right side of the page we have the gross indebtedness that reached 98.4 million, in 

line with our financial policy that stays conservative with a very reduced cost of debt. 

These were our comments regarding the results for 2Q for Arezzo&Co. I would like to 

thank everyone for listening and now we are here for questions and answers. 

 

Q&A Session 

 

Operator: Ladies and gentlemen we will start our Q&A. To ask a question please press 

star one and to remove your question from the list press star two. 

Our first question is from Alencar Costa from Goldman Sachs. 

Alencar Costa: Good afternoon Alexandre, Thiago, David. I have three questions and I 

am going to ask one at a time. It is about SSS. You said that you increased markup of the 

franchisees in this quarter and next quarter we expect that same-store sales sell-in and 

sell-out will increase even more. 
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I would like to understand how the negotiation is with franchisees and if you expect a 

recovery of sell-in in the second half of the year. 

Alexandre Birman: Alencar good morning it is Alexandre speaking. It is now past noon so 

good afternoon. So first I would like to say that our strategy was much bigger than just 

increase the average mark up for the franchisees. That is a consequence of the strategy. 

Our goal is to have better productivity in our collections. Regardless if it is sell-in for the 

franchisee or 100% of own stores we see that there is a constant evolution in our process 

of creating these collections and the timing that we involve in these collections and put 

them in the market, the volume of the products that are not seasonal and all that to 

increase the turnover of the products in the stores. 

This will lead to a lower need of inventory which obviously is very positive for any 

business. So we started this process in 2013 and we called it GTM Arezzo project and 

after that we are constantly creating, the planning and merchandise department in our 

company, we started the process to focus on our collections in the sell-out; we increased 

from 8 to 14 collections per year and we created a basic sales model and the classic sales 

model. 

So we are constantly reviewing our perspective and now we want to develop segregation 

of our customers by lifestyle. So we are always looking for new alternatives so we can sell 

more with less left over. This is our moto that we will follow. 

So I cannot say what we are going to have in same-store sales sell-in compared to sell 

out. Our greatest goal is to increase sell-out and having a supply chain that is more agile 

and less focused on the network. I do not know if I answered your question. 

Alencar Costa: okay thank you. My second question is about the export market. It is 

becoming more relevant and this sales volume is even higher than Anacapri. So I would 

like to know the impact of the exchange rate, if it is growing more gradually or if you are 

focusing on that and also if you want to get some of the operations in the US. 

Alexandre Birman: excellent question. First I would like to go back to the history of 

Schutz. Schutz from the beginning of 2000 was a great channel for the foreign market. 

Until 2007 it was an independent company from Arezzo and 60% of the revenues came 

the foreign market. 

The brand was able to create a great link and establish partnerships with clients around 

the world from the Middle East all the way to Europe, the United States, South America. 

So from 2009 to 2012 we had two factors: the first was the focus of the brand to establish 

itself as the most relevant fashion brand in Brazil, and we have achieved that. 

And obviously something that is out of our control: there was a great change in the levels 

of the devaluation of the BRL in front of the USD. So we just went back to several 
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partnerships that used to be our customers in the past and these customers, with a better 

appeal because of our cost in dollar, increased their purchases. 

In 2006 Schutz revenue was 65 million BRL in the foreign market. So we had all these 

customers before and so what we did was increase our sales force, the frequency of sales 

trips and therefore we were able to grow very quickly because the client base was already 

installed. 

So this might not continue at the same level for the next half year, but we do expect a 

growth a little bit lower than the first half; but we do have good leverages to continue 

growing healthily with good growth margins for our business and we believe that we can 

maintain that this channel for the mid-and long-term. 

Now to talk about the US as talked about in our last call we changed our strategy a bit 

when we invited one of our executives to move to New York and handle that locally. He 

has been there since February so in the last five months we have had a very good 

evolution of our business there and mainly anchored by the development of a product mix 

changing our entry-level which was also benefited by the valuation of the USD. 

And so we have some very competitive products; a strategy in marketing we call Star 

products. We have international bloggers that have a lot of followers and consumers and 

the interesting thing is these bloggers started to love the brand and using our shoes. 

We also renovated our Madison Avenue store. We believe that it is very valid, that was in 

March with positive results and when we renovated the store and now it is much more 

appealing. 

So these are the first early signs that we have in the positive results of our operation. We 

have a future challenge ahead of us which is the winter collection. It is very stronger winter 

than what we have in Brazil, a different climate condition and we are trying to evolve our 

winter collection mix so we can maintain our good results and in our past operation, our 

pilot test which was the Madison Avenue store. 

And then some independent customers and online customers as well that we had and 

have been doing some good work with our brand. I think that is the main message for the 

US and we can change things if the response or what we want is unsatisfying. 

Alencar Costa: thank you Alexandre. I do not want to take over the call but I also have a 

question about Arezzo's web commerce. How is that going to work and how are the 

consumers dealing with that? Are you going to operate that alone, I mean at the holding or  

are the franchisees going to be involved with that? 

David Python: Good afternoon Alencar this is David speaking thank you for your 

question. Arezzo's online as Alexandre mentioned was launched yesterday but that is a 

fruit of months of work together with our franchisee channel. Just so you have some more 
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idea in the beginning of the year we had a meeting with the main operators of the chain to 

talk about our strategy. 

We had a presentation of this model to our operators when we launched the collection; we 

had clinics at which we clarified doubts during brand events and conference calls with the 

entire chain; and in the past week we had regional workshops in the country to get down to 

the sales force. 

So I can say that this model is important to our franchisees as it is to us and they are really 

betting on that and the omni strategy to bring in more customers to our stores and 

strengthen the loyalty to our brick-and-mortar stores. 

And that will be given through different features that we have added to this model which 

will enable our brick-and-mortar stores to offer more services to our customers. For 

instance they can use online to reduce rupture and receiving contact from our customers 

that had some type of rupture online to make them loyal and close that sales opportunity. 

But other dimensions as well giving the local intelligence to our operators about the city, 

the analytics that we can get online about that; about our products and our customers - 

and with that they can have other action plans in their stores, more effective buying and 

focused marketing on their own practice. 

And the third dimension that we will migrate to Arezzo everything we have learned in the 

past four years by operating Schutz in customer service. So it is very close monitoring of 

the social media and social network and expanding that so we can understand any 

complaints in our brick-and-mortar stores and take that information to our franchisees so 

they can work with their managers and their sales force. 

So this model is very comprehensive but we believe that this is just a first omni wave 

considering the other novelties we are working in other pilot projects. 

Alencar Costa: thank you David and congratulations on the results. 

David Python: thank you Alencar. 

Operator: our next question is from Rubem Couto from Itaú BBA. 

Rubem Couto: Good morning everyone thank you for the question. I would like to know 

about the market where Arezzo is in. It is a bit hard to monitor that, how the market is 

going throughout the year; so we would like to understand how you see growth levels, at 

what levels they are - if in fact they are growing. 

And within that context I would like to know your expectations to gain market share 

throughout the year and where the market share gain is coming from. Is it the smaller 

network or smaller independent multi-brand? How is that behaving? That is my first 

question thank you. 
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Alexandre Birman: good afternoon Rubem this is Alexandre speaking thank you for your 

question. Well our industry… as you said our industry does not have a specific center that 

could give us reliability of results. We have an important company called… Association 

called Abicalçados but they are focused on the industry. So the data that we have is a 

retraction of 4% in the quarter and so we had good market share gains based on that. 

And there is no single explanation I could give you about justifying our market share 

increase. It is a multi-channel initiative and multi-brand initiative because that is the 

premise of our business. 

And we really believe that that strategy gives us a lot of capillarity and as you well said the 

multi market ticket even though the reduction of the number of stores there was a gain in 

share of wallet and very strong growth has shown in our e-commerce, and that is 

consequently also translated into an increase in market share. We had a growth in our 

brands with highlight to Anacapri that has a new customer base for our business. 

We have a very extensive strategy for growth that gives us an opportunity to gain market 

share this quarter. 

Rubem Couto: great point. That was not clear to me that is great thank you. Now thinking 

of strategy now with all of that you just mentioned about the market and your ongoing 

effort to expand the brands architecture when we observe what is going on in the market 

what category or positioning could have something new from Arezzo from now on that you 

wish that you would have had some kind of movement already so you can follow that 

economic acceleration in a different way? Can you share with us that information about 

brand strategy? 

Alexandre Birman: this is Alexandre. First we believe and we have a very strong 

presence in social class. So we are going to maintain our positioning, our brands focused 

on classes A and B which represent approximately 50% of the total women's shoes market 

in Brazil. 

In terms of consumer profile and brand positioning we are mapping and doing research 

work and some learning experiences that we have and one of them is the younger 

audience. I am not going to say teenager because you might think of a very junior 

consumer and that is not quite the case; but maybe an easy-going streetwear, cool look 

and white soul, which is a kind of technical name that we use for the shoes guys to talk 

about vulcanized sneakers where many women are using this type of product. It is part of 

the mix of our brands but there may be a brand that has a more focused area that might 

be interesting. 

And there is the other side about women needing shoes that are focused on comfort. So it 

is a shoe that you can consider an older age group and you can see that there is no 
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product offers of a well-made shoe with a good positioning and with a more selective 

distribution for that type of woman. 

So there are some possibilities that we have been looking into. Now as to shoes and within 

our brands as we had in our results handbags is growing in an interesting way and we 

believe that we still have a lot of room to gain market share in handbags. It is a category 

that is about 25% of the total shoes market and that is not the percentage of handbags in 

our business, so if we had the same market share in handbags we should sell 25% and 

that is not a reality yet. 

So we think that we still have room to grow in that category and our main focus they are 

together with our business but other categories that we tested with Schutz: so custom 

jewelry with a partnership also with the sun glass brand from Italy. That is what we see in 

terms of diversifying our portfolio. 

Rubem Couto: excellent Alexandre thank you very much. 

Alexandre Birman: thank you. 

Operator: our next question is from Robert Ford from Merrill Lynch. 

Robert Ford: Good afternoon thank you for taking my question. Alexandre as you said 

you are growing strongly in handbags; is there a seasonal factor when you offer 

handbags? Any opportunities that you see for accessories in general? I think that the 

category of accessories has the same size as shoes. 

Alexandre Birman: hi Bob thank you for your question this is Alexandre. When we talk 

about season we had a very localized action for Mother's Day in 2Q… In 1Q and we were 

able to develop a price of 399 BRL for handbags and we were able to expand our sourcing 

portfolio in the Brazilian market with this category and this price range that was very 

important for our channel. 

And we have an even bigger project: at the beginning the Schutz project in handbags in 

2013, so more than two years ago, we studied the profile and the behavior of the 

consumer that buys handbags that is very different from that who buys shoes. 

A brand for handbags is stronger; it is less seasonal then shoes; it is more durable so you 

have to create iconic models that you do not exchange as much throughout the season 

and you continue with the same shape and you bring new materials, new colors and you 

just change some little details. 

So we learned that with Schutz and we developed a print called Schutz Triangle, which is 

now a dream handbag. I was in Rio de Janeiro and I saw lots of people using them on the 

streets and so we see that that is very important. 
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We do not have this profile for Arezzo yet, but we recently started to use that learning for 

Arezzo that is already showing good results. So we believe that we have a very interesting 

initiative to continue to grow in handbags. 

And about accessories in general you asked about the size of the question compared to 

the shoes market; could you repeat that please? 

Robert Ford: I want to know what you are looking at in that category for accessories. I 

think it is a very important market. 

Alexandre Birman: so after handbags we go to small leather goods so that is wallets, 

which is different from handbags; belts; back tags; accessories and leather. So we are 

starting to develop that. We just renovated 20 Schutz stores placing a point-of-sale for 

small leather goods. We have just launched it last week so we are getting the first results 

now and they seem to be very interesting. 

Continuing we are going to a segment that we are learning about now which is very 

different from our shoes business. It is at the very beginning of the learning but it will be 

very important for the mid-and long-term which is sunglasses. It has a very strong market 

in Brazil. 

So those are the main categories that work has been... Schutz has a very strong appeal. 

We have some flagship stores also having some initiatives testing some items; it is not a 

collection for apparel that makes sense for the brand positioning that is focused on leather. 

Robert Ford: what about e-commerce? Can you talk about customers behavior for e-

commerce? Is it switching channels, is it increasing? How do you think that is going to 

happen? 

David Python: Now it is David speaking thank you for your question. With e-commerce 

we are seeing a great opportunity to increase the customer base to share what we learned 

at Schutz. Two thirds of the online clients never bought at a brick-and-mortar store, so we 

cannot say how much comes from the incremental clients; but it was a great learning and 

we are also seeing that there is a great opportunity to increase royalty, brand loyalty and 

annual expenditure with our brands. 

To give you a little bit more detail of what we already learned in the four years of operation 

one client from the brick-and-mortar store spends an average 50% higher than the one 

that buys only online; but the customer omni that has a relationship with the brand and is 

buying on both channels the average expenditure is 2.3% higher than those who only buy 

in brick-and-mortar stores. 

So we have a great opportunity when we implement the Arezzo model which is one that is 

already from the start close to what we do in Anacapri and Schutz. 
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Robert Ford: and you are still selling without free shipping? 

David Python: yes. That is part of our omni understanding. The person that goes to a 

brick-and-mortar store they pay for parking, so online we continue with that. 

And also when our clients buy from us it is a wish, it is an impulse to buy or products and it 

is never an opportunity. So it is not free shipping that will make us increase our market 

share. It is always this wish strategy. 

Robert Ford: thank you. Are you doing an app for Arezzo similar to the one that Schutz 

has? Are you going to launch that? 

David Python: thank you for the question Bob. Yes we are planning in parallel; but that is 

our view as brand managers. An app for Schutz is very dynamic; it has a gaming 

component and a complementary experience to our website that is very bold. 

For Arezzo we are starting to put on paper the first ideas for an app that will bring our 

client back to our brick-and-mortar stores. So yes it is under our radar but it is not going to 

be a copy and paste for the Schutz strategy because our strategy will be very much 

tailored to Arezzo's characteristics. 

Robert Ford: okay congratulations. 

David Python: thank you. 

Operator: our next question is from Daniel Alberini, CTM Investimentos. 

Daniel Alberini: Good afternoon everyone. I would like to talk about working capital and 

the important gain that you had in that and in sustainability in the scenario of new products 

and new brands and store openings, if that is sustainable or what can we expect in terms 

of working capital and consequently the conclusion of the SAP implementation.? 

Thiago Borges: Daniel this is Thiago speaking, good afternoon and thank you for your 

question. In relation to working capital that we present in 2Q that is again in inventory and 

also in accounts payable. 

In accounts payable in June last year we implemented a new deadline policy for our 

suppliers which was linked to a gain for them with better rates in advance that they had for 

the market. That was extremely advantageous for suppliers and it was an option - but all of 

them decided to opt in. 

As from July it will be the same and the gain that we had in 1Q and 2Q will smooth out 

when we look into accounts payable. 

In terms of inventory we did a lot of work throughout last year, and it is still one of the main 

focuses of the company, to look for constant reduction level in the inventory levels. We still 
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see some room for improvement but in terms of days of inventory when you analyze that 

compared to revenue when you look at December you will probably see one to two days 

less than the levels we saw in the previous year. 

So the major advances that we had that enabled us to give us this good result in working 

capital were those two that I just explained. 

Daniel Alberini: Thank you. 

Operator: our next question is from Tobias Stingelin from Credit Suisse. 

Tobias Stingelin: Good afternoon everyone. I would just like to understand a thing that 

was very sensible: your guidance reduction for… Sorry your guidance for store reduction 

this year. So I would like to know how you decided to reduce that? Did you say “okay this 

store made sense but it does not make sense anymore because the payback will not be in 

3 years and it will be in 5 or in 6”. 

So could you explain the rationale behind that decision? I think it is a very good decision; it 

seems very sensible but I would like to know how you got to that. 

And based on the uncertainties it might be a bit early; but thinking of 2016 and a bit more 

into the future how are you preparing yourselves to see that scenario? Because personally 

I do not think things will get better in the short term and so I would like to know what you 

think about that. 

Alexandre Birman: good afternoon Tobias how are you doing? Thank you for your 

question. Well our processes to open franchises are different in each brand. So in Schutz 

today it is very restricted opening. The positioning of this brand is very well defined, the 

market niche is very specific and the brand is present in almost all capitals of Brazil and 

the largest cities with over 1 million inhabitants and so it should have growth as expected. 

In the Arezzo brand we had sure openings of four franchisees for our stores. 

And Anacapri is still in the beginning of its expansion. It is present in few capitals, it is 

mainly focused in São Paulo and in the countryside of São Paulo which was our objective 

and a gradual expansion to other capitals. 

So whenever we start prospecting be it a new point or a new candidate we always 

consider the premise of the financial statement of that operation and the payback; so 

based on these three scenarios (the best case, the worst case and the good case) we 

always want to see the good results. 

Of course some points of sale sometimes you think of a more pessimistic point of view 

because today is the reality and then some points of sale especially in the major capitals 

and points that are already mature where even you have a worsening of the scenario 

these point-of-sale still have a high value and high occupation. 



 
 

 14 

We have noticed that the relationship has changed a lot with shopping centers and new 

developments; but in the mature shopping centers that has not changed and so we believe 

that some of the points that were part of our plan would have a very risky, face a very 

scenario to open stores especially in the Anacapri brand where we had a change and are 

not going into those point-of-sale at this time because we believe that would be a bit risky. 

The brand is still maturing and it is a lower investment than the other brands but the 

investment in a point-of-sale could reach 1 million BRL and so we decided to have a 

slower growth or organic growth in Anacapri. 

And it is very interesting. You can call a chain after 70 stores and so you can already call it 

a chain and we are at levels that are very good close to 90 stores; but we believe that it 

would be healthier to have a slower growth looking into the long-term considering the 20-

mile march we thought it would be better to have a constant march in the long-term. 

And then Thiago can continue with the answer. 

Tobias Stingelin: thank you. 

Thiago Borges: I would like to reiterate Alexandre's words - good afternoon Tobias - and 

we were talking about the margin of space in terms of this type of investment and when 

you analyze the scenario based on the franchisees’ point of view because at the end of the 

day when they invest we are going to be there together trying to give them payback to their 

business and their inherent risks to pay back already, and we do not want to increase the 

risk to the franchisee. 

So when you look into the long-term I completely agree with you that this scenario could 

take a while to get better. We do not have any structural concerns about the profitability of 

the franchise business model for Anacapri or the other brands; but it is just a moment that 

we are experiencing right now and right now is when we make decisions about store 

openings for the second half of the year. So we are taking our feet off the gas and looking 

into better negotiations and so that is our attitude right now based on the current scenario. 

But in general the potential of Anacapri in number of stores is still the same; it will just take 

a little longer depending on the speed that the economy is slowing. 

Tobias Stingelin: okay Thiago. Just understand in general lines can you give me an idea 

that how you are going to close the year in terms of store numbers? Alexandre already 

talked about Anacapri 100 stores. 

Thiago Borges: the new guidance is 30 to 40 stores. That is a range that gives you some 

flexibility in negotiation as well and out of the 30 or 40 you can say 10 or 15 Arezzo and 

Schutz brands stores and 20 to 25 Anacapri stores. 

Tobias Stingelin: great thank you. 
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Thiago Borges: thank you Tobias. 

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

Since there are no further questions I would like to give the floor to Mr. Birman for his 

closing remarks. 

Alexandre Birman: we would like to thank the interaction during our conference call and I 

would like to take this opportunity to mention the important week but we are experiencing 

for our launch calendar. 

We have the premise that the new collection should have a transformational nature to 

mark a new beginning and therefore we have begun this process on Sunday, August 2 

with the national sales convention involving thousands of salespeople with the purpose of 

engaging the entire team, training them with the main fashion trends; reinforcing our 

strategies of communication and marketing as well as promoting the motivational 

campaign so that they can be even more focused on closing their goals. 

During the week we had important events with highlight to the Arezzo summer collection at 

Rio Sul Shopping with the presence of actress Giovanna Antonelli, the star of our 

campaign and the new star of the new soap opera, Prime Time soap opera. It is worth 

emphasizing that we will connect her image to the Arezzo brand in September by creating 

a special product that will be widely distributed throughout the chain. 

The Schutz launch has reason to strengthen its strategy in customized products now for 

the high-heeled shoes when consumers are given their initials on a metal plate that is 

attached to the shoe sole. The model chosen was Yasmin Brunet who has a personal 

profile that is in line with the brand positioning and she loves our products. In addition to 

that all the stores in the chain had extremely creative events to generate sales. 

We would like to talk about our communications program where we have campaigns 

present in the main fashion magazines and newspapers, social media and online media. 

Within the positioning and focusing on the consumer profile Alexandre Birman and 

Anacapri brands will have important events to launch their collections: for Alexandre 

Birman there will be a lunch and the partnership with Vogue Magazine at Fashion’s Night 

Out and Anacapri with the brand ambassador showing its relaxed feel and disseminating 

that in online media. 

I would also like to emphasize as mentioned the importance of the go-live of Arezzo's e-

commerce that took place yesterday, which is the result of a project that began over a year 

ago where we were able to align the entire chain with the same purpose which is servicing 

consumers in the best way and in all ways. 
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We would like to reiterate that we are always available for further interactions and I would 

like to thank you all for your attention, thank you. 

Operator: The Arezzo conference call is now closed. I would like to thank you for your 

participation and good day. 

 

 

 

 


