
Operator: Good morning ladies and gentlemen. Thank you for waiting and 

welcome to the Arezzo&Co. webcast where the results of the first quarter of 2013 

will be presented. 

All participants are connected 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 the operator during the call, press asterisk zero (*0). 

We remind journalists and other media professionals, this conference call is 

intended exclusively for financial market professionals as well as current and potential 

shareholders. Any questions you may have should be addressed to press relations 

company Approach whose contact details are available on the company 

website 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 website.  Should any of you not 

have a copy of the Arezzo&Co. release published yesterday, Thursday, April 25th, you’ll 

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 or projections, or operational and financial goals concerning its potential for 

growth are all forecasts based on the expectations of the management. These 

expectations are highly dependent on domestic market conditions, on the general 

economic performance of Brazil and international markets, and are therefore subject to 

change. 

I now hand over to Mr. Alexandre Birman. 

Alexandre, you have the floor. 

Alexandre Birman: Good morning everyone. It’s a great pleasure to be speaking 

to you all at this moment and share the results of the first quarter of 2013. I’d like to 

greet our shareholders and investors and those analysts who are following our results 

webcast. With me at this teleconference we have our CFO, Thiago Borges, and our 

investor relations manager, Leonardo dos Reis. 

The year’s first quarter is marked by the transition from the summer collection 

to the winter collection. In January and February we completed our sales of the summer 

collection in a very healthy fashion and in March we launched very efficiently the winter 

http://www.arezzoco.com.br/


collection whereby all our stores received new merchandising material as well as, more 

importantly, a full and rich collection with a varied mix of products that our consumers 

welcome. 

At the same time, we carried out several communications and marketing 

activities that were widely disseminated in the traditional and online media. One very 

important milestone in this first quarter of 2013 was the extension and refurbishment 

of our Arezzo store in the Iguatemi São Paulo shopping mall with a very innovative 

architectural design. We increased store size from 45 to 80 square meters, or 450 to 

800 square feet, and thanks to the new store concept we managed to increase the 

display of products per square meter by more than 60%.  

Having increased the display area we’ve managed to enhance our consumers 

purchasing experience by giving them a sensation of comfort and practicality within a 

modern sophisticated setting. I’d like to take this opportunity to invite you all to visit 

our new store and see for yourself how really interesting the design is. This project has 

really reinforced our confidence in being able to leverage our expansion of area.       

We’ve had this growth of stores existing and while you’re in the store go ahead 

and buy some presents for mother’s day. We’ve also aligned our goal of coming closer 

and closer to sell out. We have completed the introduction of an integrated 

management system which enables us to manage product supply in a more qualitative 

fashion and assure more accurate reading of information. This has brought countless 

benefits for our business and therefore in this quarter we’ve been able to disclose the 

same store sales for the entire network of franchises and owned stores. 

The first quarter has also shown a healthy growth in all the group’s brands. Our 

results have been in line with our expectations proving that the company has a team 

focused on consolidating its leadership in the footwear, handbag and feminine 

accessories market throughout Brazil. 

So beginning the presentation on page 3, net revenue came to R$201 million, 

24.6 % up over the first quarter of 2012, leveraged by the growth in all the company’s 

channels. The greater participation of the owned stores channel helped expand the 

gross margin both in the quarter over the same period of last year. Analyzing the first 

quarter of this year, there’s been a growth of 2.9 percentage points in the margin, 

coming to 44.5% of gross margin for the period. EBITDA grew 95.2% in the quarter to 

come to R$28.6 million for the margin of 14.2%. 

Without the nonrecurring effects of the first quarter 2012, EBITDA would have 

grown 26.3 % and the margin would have expanded by 0.2 percentage points. Net 

profit for the quarter came to R$19.4 million and net margin of 9.6% on a growth of 



78.5 % over the same period of last year. Without the nonrecurring impacts of the first 

quarter 2012 net profit would have grown 20%. 

I’ll now give the floor to Thiago Borges, and I’ll tell you that at the end of the 

webcast we shall all be available to answer your questions on the company’s results or 

about our strategy.  

Thiago Borges: Thanks Alexandre. Good morning everybody. Now going to 

page 4, and broadening our analysis of results we can see on the left of the slide that 

in this quarter the company’s growth revenue came to R$257.5 million with a good 

performance in the domestic market which grew 20%.  

On the right hand side we show gross revenue by brand in the domestic market 

where we can see strong growth in the group’s major brands in this quarter. The 

Arezzo brand, our group’s major brand, grew 15.7% in the first quarter over the same 

quarter for 2012. In 1Q13 a good performance by the franchise channel helped grow 

the brand. And early work in the multi-brand channel to exploit synergy with the shoes 

brand also left positive results at the Couro Moda trade fair where best integration of 

practices enabled us to exceed expectations and grow strongly compared to last year. 

Schutz grew 25.2% in the quarter anchored above all by the growth in the 

owned store channel and intensification of the brand in the franchise channel. Since 

inaugurating its new store project in 3Q11 the Schutz brand has undergone an intense 

expansion process inaugurating 39 stores in Brazil and 7 expansions in its main points 

of sales. The brand continues to make major investments in digital marketing and 

store inaugurations are forecasted as well as several CRM activities. Web commerce 

grew strongly in the quarter and still stands out as the networks’ largest store.  

Under the heading other brands, Ana Capri continues to invest in digital media 

campaigns focusing on enhancing its stores architectural design and developing 

branding. In the second quarter, we shall be investing in another pilot Ana Capri store 

in São Paulo to test out new functionalities of the project. The Alexandre Birman brand 

continues to strengthen its presence in department stores and international multibrand 

stores by staging events with the major opinion leaders. These brands are both still 

being developed. 

Now going to slide 4 we see gross revenue by distribution channel, where we 

see strong growth in all our channels for the quarter, above all, owned stores and 

franchises. Analyzing the franchise channel, our major distribution channel, we see 

19.8% growth in gross income for the quarter, due above all to the opening of 43 

Schutz and Arezzo franchises in the last 12 months. 

In the quarter, the franchise channel accounted for 48.4% of domestic sales, 

with a total of 343 franchises, 320 of which are Arezzo and 23 Schutz. Sell-in sales, in 



other words sales by Arezzo&Co. to its franchisees, grew 8.3% in the same semester 

compared to 1Q13, above all due an increase in the volume of shoes and handbags. 

The owned stores channel continued to grow strongly with 38.1% in the quarter with 

gross revenue of R$61.4 million for the quarter. Sales in the channel were driven 

strongly by the opening of 11 stores and area expansion in another 5 stores in the last 

12 months, leading to the growth of sales area of more than 24% for this channel in 

the period. 

As Alexandre said, we are for the first time disclosing same store sales for sell 

out for the entire network of franchisees and owned stores with growth of 6.7% in the 

quarter, reflecting the healthy growth of the entire network. Highlighting our multi-

channel sales  strategy, sales from multi-brand stores also grew 7.6% in the first 

quarter, due to focus on increasing  share of wallet and strengthening the branding of 

the several brands, the highlights being Arezzo and Ana Capri in the channel. 

On page 6, we present changes in the number of stores by distribution channel, 

and changes in the total area of sales. We ended the first quarter with a total of 400 

stores, 391 of which are in Brazil, 9 overseas, with a total area of 26.7 thousand 

square meters, up 20.7% on 2012. We wish to take advantage of this moment and 

reaffirm our commitment to the opening of 53 stores this year. 

On page 7, we show gross profits for the quarter which came to R$ 89.4 million 

with a 44.5% margin and a growth of 33.1% over the same period in 2012.   The 

expansion of the gross margin by 2.9 percentage points reflects strong growth in net 

revenue, above all for the owned stores channel. It should be remembered that the 

company’s business model makes the stable pricing systematic in the major 

distribution channels which are stable so that the levels of margins fluctuate very little.  

 On the same slide, we show EBITDA performance. As we can see on the right 

hand side of the page EBITDA came to R$28.6 million for the quarter, up 95.2% with a 

14.2% margin. Were not for the effects of non-recurring expenses in the first quarter 

of 2012, the EBITDA of 1Q13 would have grown 26.3% over 1Q12 expanding margin 

by 0.2 percentage points reflecting a greater growth margin for the period. 

Now on page 8, you can see the performance of the net income for the quarter, 

which came to R$19.4 million, up 78.5% over the same period of 2012. Net margin for 

the period was 9.6%, up by 2.9 percentage points. Ruling out the effects of the non-

recurring expenses of the first quarter of 2012, net income would have grown 20% 

over the same period of 2012. 

Going now to page 9, I would like to comment on the company’s operating cash 

generation in the quarter which as you can see was R$34.4 million, a reflection of 

greater operational profit in the period and the inherent seasonality of the business. 



Page 10 now, we see on the left hand side of the slide that CAPEX for 1Q13 fell 

35.2% over the same period 2012, above all due to less investments in our stores. In 

this quarter the company remodeled several of its stores expanding the Arezzo store 

in the Iguatemi Mall in São Paulo. Growth in corporate CAPEX reflects greater 

investment in technological infrastructure this past quarter. 

On the right hand side of the page we see that total investments came to 

R$125.4 million in line with financial policy which remains conservative with a very low 

cost of debt. Those are our comments on Arezzo&Co. results for the first quarter, 

before giving the floor back to Alexandre I’d like to invite all our stockholders to come 

to our regular stockholders’ meeting to be held on the 30th April in Belo Horizonte. I 

now hand the floor back to Alexandre for his final remarks. 

Alexandre Birman: Thank you Thiago. I’d like to bring you all up to date and 

congratulate the whole team for the excellent results. So I’d like to bring you all up to 

date with regards to the beginning of the second quarter. As we mentioned here the 

winter collection has been performing well. At this moment we are focusing on offering 

the right products at the right time at the right price for Mother’s Day, a crucial date in 

the calendar for our business.  

As we stated in our last results webcast, the GTM Arezzo project is of great 

importance to our company. In the first quarter we held several meetings with 

franchises to explain this to them and the franchisees were very interested in the 

meeting. We’ve also kick started developments for the summer collection by adopting 

a more structured systematic based on merchandising techniques. Undoubtedly this 

will enable us to be more assertive in our collections. So, as I say, we’ll be more 

assertive in our collections.  

Another topic we addressed in the last cast, and which is exciting in terms of 

earnings results, is the whole evolution of the handbag segment in the company. I’d 

like to emphasize our continued pursuit of costs and expenditures management which 

will enable us to have a healthy operational leverage.  

Finally, I’d like to highlight our continued focus on evolving our organizational 

structure, anchoring it on a strong pipeline of people who increasingly feel pride of 

ownership, our constant improvement of the infrastructure of physical space, and our 

continued significant investment in management systems and the logistics process. 

That concludes our first remarks on the webcast of results of the first quarter and I’d 

like to thank you all for listening today. We are now at your disposal to answer any 

questions you may have.  

Operator: Ladies and gentlemen we’ll now start the Q&A session. To ask a 

question, press asterisk one (*1). To delete your question from the list, press asterisk 

two (*2). 



Our first question is from Miss Juliana Rozenbaum from Itaú BBA. Miss Juliana, 

please proceed. 

Juliana Rozenbaum: Hello, good morning everyone. How about the inventory 

level which is a bit higher and is that aligned with your strategy. I’d like to know if 

you’re at a level that is stabilized or are you going to require more inventory for your 

Classic line and how do you measure the payback of that strategy. So, is increasing 

sales, or is the franchisee happier because they don’t have to deal with the entire 

inventory in the store. Thank you.  

Alexandre Birman: Good morning, this is Alexandre speaking. First of all it’s 

important to highlight the growth of the share of the owned stores compared to the 

total revenues, since that increases the amount of inventory because of the stores. We 

have over 50 owned stores. I’m going to ask Thiago to give you some more 

information about a very important topic in our company which has diligently manage 

our inventory levels so that you can streamline and have the right product at the right 

time so that our franchisee or multi-brand company can have good sales.  

Thiago Borges: Good morning Juliana, thank you for your question. What 

Alexandre mentioned about the owned stores I think that’s well explained, but the 

owned stores growth is what is causing the highest impact at this first quarter. But you 

are right in relation to the strategy for the company like Classic and Essentials for 

Schutz  that are continued lines that the company has been investing more and more 

in having products with automatic replacements for the franchisees. Today the number 

was between 5 and 8% of sales now it’s a bit above 10% and with the GTM project the 

number should grow some more, which will be automatically replenished in the stores. 

The number of inventory should rise in days and as result of the huge seasonality but 

when you compare with the quarter it should grow a couple of days. Working capital, 

since the IPO, we mentioned 30% and we don’t believe there’s a reason for it to reach 

that level, there may be some adjustments and have other gains as we see in other 

bigger accounts, in accounts receivable, in accounts payable so we can maintain that 

around 28% or 30%. 

Juliana Rozenbaum: Great. Thank you.  And looking at gross margin, it’s still a 

bit less than inflation, it’s improving; in addition to the effect of the owned stores, 

have you seen any efficiencies in negotiating with the industry or have you been able 

to improve the purchase prices for these shoes and depending on your answer, how is 

your relationship with the industry?. Does it make sense to think of future investments 

in the plant or maybe just a separate plant to produce the Classic line? That’s the 

question.   



Alexandre Birman: Juliana, in regards to the gross margin, that’s really a 

relevant topic for our business and there are many factors that have enabled the gross 

margin to grow. So, speaking about owned stores, there were sales for this summer 

collection so we guaranteed a good gross margin for the collection and that allowed us 

to have some improvement in the gross margin compared to the first quarter last year. 

And now, for our margin, in generating our gross margin we are constantly evolving in 

our pricing process for our products and we are taking the opportunity with some 

manufacturers in terms of seasonality and production and making some anticipated 

purchases. And then moving into your first question, it may affect our inventories as 

well because in December and January we really can’t establish this with those 

manufacturers. So, especially the winter collection we had an anticipated purchase 

which was very interesting for the Arezzo and Schutz brands and the manufacturers 

were able to streamline their production and consequently offering better prices and 

we were able to increase our gross margin for the products. In regard to the increase 

of exposure and owned production or outsourcing, that’s another point that is part of 

a very strong level that we have and today we have an internal project called 5.0. It’s 

been created, you can learn more about that project, anybody if they wish to learn 

about that project, it is a very interesting project and we’re trying to understand the 

difficulties and the limitations that they face in order for them to become more 

productive and they can provide us a lower price and we can increase our gross 

margin. In relation to the owned stores, we are carrying out constant analysis about 

the opportunities that our country offers. You know that the production in the 

Northeast is highly present with some of our competitors in shoes and there are many 

local incentives in the Northeast which turns owned production interesting. Meanwhile 

there is a low level of employment rates at Rio Grande do Sul state, and coincidently 

yesterday we were with the State’s Secretary of Treasury, in some regions of the state 

with a low employment rate, there is some labor available. These are cities that 

culturally have a small portion of shoe production. So, in producing our own 

production under predictable models so we can improve our gross margin even more.   

Juliana Rozenbaum: Thank you very much, Alexandre. And just a last quick 

question, when we talk about sales revenues and investing in personnel in your owned 

stores in relation to expenses. I’d like to know if the people that have their own stores 

if they have more personnel or is there a certain amount of personnel in owned stores, 

you’re reinforcing the team and changing the number of employees in your owned 

stores.  

Thiago Borges: Juliana, that’s a very specific explanation. In relation to the first 

quarter this year, it was the consequence of Christmas that we hired people, we had to 



hire more people because of the amount of sales and then we demobilized that 

personnel, that labor, so we can go back to the normal amount, regular amount of 

personnel per store. It was just a strategic matter in increasing the amount of 

personnel in our owned stores.  

Juliana Rozenbaum: Ok, thank you Alexandre and Thiago. 

Operator: Our next question is from Mr. Fabio Monteiro from BTG Pactual. Mr. 

Monteiro you may proceed. 

Fabio Monteiro: Good morning everyone. I’d like to hear more about Ana Capri, 

I don’t know if you mentioned much about that. I would like to know about the time 

horizon for you to announce any more effective plans, I don’t know if you can tell us 

anything about the stores you currently have so, how is that going in terms of sales 

and the types of adaptations that you are making. I’d like to hear more specifically 

about the Ana Capri project. Thank you very much. 

Alexandre Birman: Good morning Fabio. This is Alexandre speaking, thank you 

for your question. It’s a very relevant topic. The gross margins we are considering in 

the medium and the long term, and just to remind you that our budget and growth for 

2013 doesn’t consider expressive growth in the Ana Capri brand. So, splitting the 

market into several different distribution channels I’d like to start with multi-brand 

which really has a continuous growth of the revenues in Ana Capri coming from that 

channel, participating in trade shows and reinforcing our sales team. So, the brand has 

shown a very significant penetration, I don’t exactly know the figures but we have 

many points of sales selling the Ana Capri brand already. It’s been two years in the 

market and the growth is very interesting and it’s growing a lot in the multi-brand 

channel. However, the main channel and where the brand is really going to happen is 

in the franchise channel. This channel doesn’t exist yet for the brand and obviously 

you can’t franchise a project that’s still being developed. You can only franchise when 

you’re absolutely sure about the brand, and the product mix and the architectural 

concept, you have to be confident about that. I’ll give you an example about Schutz, 

which was a great project. 2011 was completely dedicated to structure the franchise 

segment, the store project and design and then in 2012 we opened it and we have 

good stores and then we were sure about the brand. And the challenge that we are still 

facing with the Ana Capri brand, and I’ve been dedicating myself personally a lot of 

time to that, is to find the architectural design that really conveys the mood of the 

brand and with that it shows that it has to consider an extremely competitive cost. The 

project has to have many stores in Brazil, it can be a very mainstream store and the 

average revenues per store are between R$80.000 and R$200.000, but you need a 



feasible project. And the stores are small and in our business the inventory takes up a 

lot of room in this type of business, so we are developing more and more projects. 

Then we have three different projects that were designed for this store and we still 

haven’t established one for the expansion. We are going to inaugurate in the Eldorado 

Shopping Mall in the next 40 days a new architectural concept where we’ve learned 

some more lessons, we’ve corrected things and we are very confident that this project 

is really going to make us capable of expanding Ana Capri. In 2013 we are planning on 

opening some franchises and seeing how it’s going to behave outside the major 

commercial centers in São Paulo and allied to these projects we are developing a 

strategy so that we are working together with our raw materials suppliers so that they 

can have more availability of their raw materials and the ones that we are used to 

working with. So there’s also the industrial profile in which they have to have a very 

high productivity to be able to supply the brand. So we have 75% already resolved but 

we need some more time to adapt that to reach the 100%. I believe we are going to be 

ready for Ana Capri store in a year from now. 

Fabio Monteiro: Ok, now it’s clear. Just another question about this first quarter 

where you had a very good sales performance and you even mention that it was a 

challenge, the end of the year was a challenge. I would like to know what you’re 

expecting from now on, from the second quarter and even further from that, the high 

level side of that. What do you feel since you’re in direct contact not only with 

franchisees but also with the end customers.  

Alexandre Birman: It was challenging. It maintained the average growth around 

20%, it’s an important challenge. But we believe this challenge really motivates us and 

especially the entire company. I don’t know if you know but we have a motto that we 

need to reach our levels, so growth here is all about our company and we’re always 

going to focus on growth. So speaking for the first quarter, January was very positive 

but in February and I believe, I hate to use analysis that are outside my company, but I 

believe that the growth in our business has to do with our efficiency. However, in 

February specifically, I believe that it was much anticipated and February was very 

impacted, a very challenging month and there was a big issue about the Carnival 

holiday. It’s very hard to launch a winter collection before Carnival and this year we 

weren’t able to launch it right after because it was too early and we were only at the 

beginning of March with the winter collection. So, I believe that we should anticipate 

our winter launches more and more because it works very well. I think Carnival is the 

last moment where consumers still want to buy summer products and we had 15 days 

of summer after Carnival so I think we should launch in February. Considering March, 

the winter launch was fantastic for all the group brands, we really had a boom. The 



operation of the store in the Iguatemi Mall generated a lot of media for our business. 

The Schutz brand and the institutional aspects really helped out the brand and in April 

it should be very strong, just as March was. I’ve just seen the decoration for mother’s 

day that we’re doing for all the brands in the group. And mothers are really an 

important aspect for our brand because it’s a very eclectic brand. Schutz is doing a 

very interesting mother’s day campaign; it’s called a special collection for children’s 

wear. So it’s mini Schutz. And for consumers they can buy a product for them and for 

their children as well so I believe that May is going to be pretty much in the same line 

as the previous two months.  

Fabio Monteiro: Thank you, Alexandre. 

Operator: Our next question is from Irma Sgarz from Goldman Sachs. Ms. Sgarz 

you may proceed. 

Irma Sgarz: Good morning Alexandre and Thiago. I’d like you to mention some 

more about you’re management project and the system from the last month of last 

year for your owned stores and franchises. I believe that there’s going to be 

improvement in using it. I’d like you to comment how the project is going and how you 

see that from now on, and the opportunities that you foresee in relation to your margin 

based on this product. 

Alexandre Birman: Good morning Irma, this is Alexandre speaking. As I 

mentioned in the IPO some years ago, one of our objectives was to standardize the 

management systems for all our franchises. It was very well conducted by our IT 

Director and his team. We had a coherent deadline for that project because we didn’t 

run any risk of inefficiencies and the project was to be completed in two years. We 

were able to conclude it within the schedule. Our franchisees were very satisfied, we 

created a very interesting BI system that we called ZZNET where we have a visibility of 

the online productivity of all stores, not just revenues but performance indicators like 

the conversion rates, the number of pieces to service and average ticket and even for 

salespeople per store. So I’m very satisfied with our management level at the end and 

now we are capable, we can see what is going on at every store and the major 

challenge that we have is to create an internal process for our sales team that was 

created. It’s basically essential for the business and management culture indicators, 

not just sales but also type of product. So that’s very much connected to what we call 

the DNArezzo project internally and this project foresees more dependence of the 

operator and the franchisee. We’re structuring an area internally that we call 

merchandising and we have professionals there constantly looking into the style of the 

operations throughout Brazil and consequently they’re providing inputs to the style 



teams, to help them produce collections within the product mix standard, price levels 

and percentage of  SKUs type of colors, number of colors and so on. So there are many 

breakdowns that you can analyze for the collection and consequently style will be 

developing the collections in a more assertive manner and, as Thiago mentioned, we 

have products with a characteristic focused on stable turnover and sales so it makes 

more sense if we adopt the technology that we’ve implemented for what we call the 

Classic products and also having more supply of other products that are not Classic, 

because Classic have a predicted demand for at least six months. There are no colors 

in the Classic, it’s a very seasonal product, but these products are going to be 

produced and provided I believe online to the franchisees and that will create more 

performance for the stores. So I’m absolutely sure that this project to integrate the 

systems and consequently to create a better reading and understanding of all the 

stores will really allow us to grow our efficiency a lot.  

Irma Sgarz: Thank you. 

Operator: Our next question is from Mr. Paulo Prado from Votorantim broker. 

Mr. Prado you may proceed. 

Luiz Cesta: Good morning, this is really Luiz Cesta from Votorantim. In relation 

to the franchisees I’d like if you could comment how the franchisees are operating, 

imagining that some of the older ones could have a dilemma of selling more and enter 

the assumed profit system or maintain the  Simples (simple profit) system. Could you 

comment on how these franchisees are dealing with that and if you’re thinking of 

creating any kind of process internally to avoid franchisees from not being interested 

in growing? I’d like to know how you’re figuring that out internally. Thank you. 

Thiago Borges: Thank you for your question. Today approximately 50% of our 

franchise bases are in the tax bracket of the Simples (simple profit) and 40% in the 

realized profit tax bracket. And we see that on the average you have two franchisees 

with two and a half stores so the trend is that they should move on to real profit tax 

bracket and grow moving on from a store which is in the Simples tax bracket to the 

other. And in the day to day basis, the franchisees are increasing then within the 

simples tax bracket it’s easier for the transaction. So of 34 franchisees only 20 of them 

are within that limit. So it’s not a limiter for growth. You’re covered with an absolute 

number and feeling the growth but since its only store we’ve been strongly working 

with the franchisees to reach the new level at a very fast rate. So, at this occasion, 

moving into the different tax brackets sometimes require a lot of effort from sales and 

that already guarantees that we can reach the level that we wish. 



Alexandre Birman: Good morning, this is Alexandre speaking. First of all, I’d 

like to talk about our country in which we’re going through a phase where we’re 

structuring the tax and the fiscal policies. So when you see an advance of applying the 

4% ICMS tax law you can see that the rules are going to change and they are going to 

change for the better. And that affects directly and positively the franchisees margin. 

And when that happens, or better, after that happens, we still can’t count on that yet, 

we are working internally with the franchisees when they reach the level that Thiago 

mentioned about moving to a different tax bracket, they’re going to have a higher 

burden where they can improve their gross margin and improve their profitability. So, 

that’s something that we are working on within the company and there is a good 

relationship with the franchisee and we don’t just consider major changes in the law 

but other smaller issues like about the products that we work with, and there is an 

importing factor and so, it’s very important and relevant to guarantee that we have a 

company that’s prepared and working very closely with the franchisees and means 

allowing them and enabling them to be motivated and having the profitability with 

their operation.  

Luiz Cesta: And just a follow-up question. Would you be changing the mark-up 

specifically for the stores, the 29 stores that you mentioned, that are going through 

that dilemma or is that more generalized? Just to confirm, did you mention 3.6 up to 

4.2 that don’t have an absolute gain as good as in the Simples, just confirm if the 

numbers are those, until 4.2.  

Alexandre Birman: Yes, the bracket that you mentioned is more limited. They 

can improve the mark-up for all stores and points of sales doesn’t mean the 

franchisees, if they have a store above the Simples, that all the stores outside the 

Simples tax bracket will try to improve their mark-ups so that they can have the best 

profitability and gain more from that and investing more on their business and we are 

very prepared within the Arezzo brand to have a situation with the same stores, which 

made a huge difference and then the results of the Iguatemi store is a very nice one, 

very strong. We want the franchisee to be healthy not just for their stability but so they 

can invest in our business because that’s really going to bring a good future to 

everyone. 

Luiz Cesta: Thank you very much. 

Operator: The next question is from Irma Sgarz from Goldman Sachs. You may 

proceed Mrs. Sgarz. 



Irma Sgarz: Good morning. Thank you for allowing me to ask a second 

question. I’d like to ask about the multi-brand channel where we have seen good 

growth in the Arezzo brand and less exciting in the Schutz brand, because of the 

franchise roll-out of the Schutz brand in the past six to nine months. So, I’d like to 

understand your opinion about that and from now on what you are effectively doing to 

continue with the growth in that channel. And you also mentioned that the growth 

should be more through the share of wallet but looking into the client and the stores 

and that this channel explains about half of the growth of what you delivered in the 

first quarter so if there’s still room to have more stores, winter sales or are you going 

to grow more to the share of wallet. So what is your opinion for these two brands from 

now on? Thank you. 

Alexandre Birman: Irma, hello again. This is Alexandre speaking. It’s very 

interesting what you mention. First of all I’d like to take advantage of this opportunity 

to talk about the distribution strategy for our company. So our strategy is multi-

channel meaning that we have to have good efficiency in all the places that we operate. 

We have two major distribution channels with the mono-brand and their own stores 

and franchisees and the multi-brand stores. And we are also implementing new 

distribution which is the e-commerce, or web commerce, and mainly we are going to 

start with the Schutz brand because it has less capillarity in relation to stores. So, the 

results are really surprising to see how women are very comfortable in buying shoes 

online and that’s a global trend where shoes have a large share of web commerce in 

many different countries and that’s really encouraging us to invest a lot in web 

commerce for all the brands. In the foreign market I think there’s an opportunity with 

the exchange rate. Our brands are becoming very outstanding when you compare to 

other brands all over the world because of the quality of the products, the value 

proposal behind each of our products and also because of the architectural design. 

The Schutz store on Madison is really different and we are very proud of that new 

project. We also have a domestic market channel and our main objective is the 

continuous growth of all our channels but mainly the growth of Arezzo&Co. in general. 

So for multi-channel and multi-brand strategy where we can actually have many 

weapons to make the company grow and the multi-brand channel is based on the 

maturity of a huge number of stores and what I want to talk about is branding. And 

what I mean by that is that if we only focused on the demands of brands that want to 

buy Schutz, Arezzo and Ana Capri, we would have 50% growth in multi-brand that 

would be very strong. But would that be sustainable? Would the supply and demand 

law which generates value and branding for them, would they be jeopardized by 

disseminating our brands in a whole bunch of points of sale? We are not sure about 



that and we don’t want to run that risk. So we are very cautious in relation to what type 

of brand or store buys our brands and we are happy with the growth that we are 

having in multi-brand    and it’s going to stabilize in around 7 to 12% and then we’re 

going to have an equivalent share of wallet and we are going to be able to maintain 

that rhythm in a stable way.  

Irma Sgarz: Very clear. Thank you. 

Thiago Borges: Our next question is from the internet. We received a question 

from the internet from Pedro Manso from Gartner. IT investments of 8 million. Which 

areas /projects received these investments? 

Thank you very much for your question, Pedro. The IT investment amounts to 8 

million. The corporate investment, 50% went into IT. In the beginning of this year we 

ticked off a project that will last 24 months, it might even be longer than that for an 

ERP system we want to standardize processes and improve the  quality of the 

operation. The company really wants to improve their solutions and based on the 

strategy that we are following, business is going to be generated for the company and 

we should reach 25 million in the 24 months that I mention.  

Operator: If there any more questions, please press asterisk one. Thank you. 

Excuse me. If you want to ask a question please press asterisk one. 

We have one more question from the internet. 

Alexandre Birman: This is Alexandre speaking; this is a question from Marcos: 

good morning could you talk about the definitions and consolidation of the industry? 

Well, this topic is something that we worked a lot in the past intensely. We were 

highly diligent in sweeping up the market and analyzing if any acquisitions would 

make sense. We reached an understanding with some companies and after a lot of 

analysis we focused on organic growth which is healthier. We have very relevant 

brands, we have huge opportunities for continuous growth of these brands increasing 

the market share of our brand that works in price segments, in different consumer 

profile brackets. So we are able to cover a huge part of the market with the brands that 

we currently have. So, after time, in 2013 we don’t plan on intensifying this 

acquisitions idea. However, we are in a company that is always open to opportunities 

and we are always analyzing how we can maintain our growth, increase our growth, 

increase our market share. So, acquisitions are part of the agenda. The President of the 

board is looking into strategic actions for our company and there may be some long 

term opportunities in relation to acquisitions. But the major focus is local growth. 



Operator: Next question is from Irma Sgarz from Goldman Sachs. Mrs. Irma you 

may proceed. 

Irma Sgarz: Thank you very much for allowing me to ask another question. I’m 

sorry, I don’t need to ask the question. 

Operator: To ask a question please press asterisk one. 

There being no further questions I would like to hand over to Mr. Birman for his 

final remarks. Mr. Birman, you may proceed. 

Alexandre Birman: Once again thank you very much for your attention and 

interest on behalf of everyone in our company and I’d like to say that the conference 

call is a very important moment for us because we can really take advantage of this 

interaction. We appreciate all the questions and they really help us to reflect about our 

improvements and things that are going on in the company and once again it was very 

enjoyable for all of us. I’d like to say that we are constantly pursuing to improve our 

profitability and efficiency and that’s part of our day to day and that really motivates 

us. Thank you very much. Have a nice weekend. 

The Arezzo&Co. conference call is closed. Thank you for your participation and 

have a good day. Thank you. 

 


