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Operator: Good morning ladies and gentlemen, thank you for waiting and welcome to the 

Arezzo conference call where the results of 2Q 16 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 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 all 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 Caroline Muzzi, press relations, and her 

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, Thursday, November 3 you can get a copy from the 

company's website. 

This conference 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 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 our shareholders, 

investors and analysts that are following us here in our earnings conference call for 3Q 16. 

Today with me I have our CFO Thiago Borges, our investor relations manager Paulo 

Ionescu. 
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The results of 3Q 15 showed us that we have confidence that we on the right path in 

relation to strategic decisions made for our business, be it in the choosing for growth and 

also the maturity and ongoing evolution of our integrated supply model, from product 

development, sourcing and distribution. 

This model enables us to have a lot of agility in results and continuous growth of sales 

even in adverse market scenarios. The results of the quarter are a great example of that. 

We have already been able to identify a strong consumer behavior trend and quickly 

increase the availability of the most is our products in the stores. 

I would like to take this opportunity to thank and congratulate the dedication and 

commitment of our entire team in the pursuit for better results. 

According to the company collection calendar 3Q marks the transition between winter and 

summer collections. Since July the mono-brand has closed the sales in a very healthy 

manner and the increase of sales percentage at full price, less leftovers and, therefore, a 

higher average mark-up for the chain. 

The summer collection preview enabled us to understand sales at the point-of-sale and 

quickly respond to an assertive and replenishment orders within the on collection 

contributing to sales growth. 

The Arezzo brand achieved 220.1 million gross revenue in 3Q 16, a growth of 8.2%. This 

result is a consequence of the continuous strategy of evolution of the launch calendar 

increasing the frequency and replenishment in the stores and enabling more reaction 

within the season based on the sellout reading increasing the assertiveness of products 

and incrementing the gross margin for the mono-brand stores chain. 

As a result of the success in winter in summer we also had the participation of Gisele 

Buendchen together with a strong marketing plan especially online increased by 30% the 

impact and target audience when compared to the last campaign. An important milestone 

in this quarter was the achievement of 5.9% of the brand sales in the web commerce 

channel which is just celebrating one year online. 

In addition to that the social media Instagram achieved 3 million followers for the Arezzo 

brand. 

In relation to the Schutz brand the gross revenue reached 130.1 million BRL, 33.4% of 

sales in the domestic market. Among the many marketing initiatives and the strong 

positioning of innovative brand that launches trends we have the following: Schutz Step Up 

and Schutz Lights On, which is a fever and sales and both have been focused on 

strengthening the white soles category; and Schutz Trip F.I.S., a launch event for the 

brand website. 
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The new web Schutz platform that has that name, F.I.S., meaning Session, Information 

and Shop, represents yet another important step in the omni project in the company 

making the site a reference of contents for fashion trends increasing the engagement with 

consumers and leveraging such an important sales channel by increasing conversion. 

An important initiative for the brand is still the project pilot in the US with the store in Los 

Angeles completing its second-quarter of operation and the wholesale operation has had a 

healthy expansion as a result of brand strengthening in the American market. 

The Anacapri brand with the concept of an easy-going way of being achieved revenues of 

33.4 million growing 24.7% YoY. The good result is a consequence of the more assertive 

mix in the summer collection together with the continuous strengthening of its identity 

which had an important step of creating its first advertising campaign very much aligned 

with its positioning, thus increasing brand awareness. 

The Alexandre Birman brand through the continuous focus on strengthening the 

international branding increased 22.6% in revenues YoY. The brand has been 

strengthening its positioning through initiatives directed towards its consumers creating 

partnerships with the main Department stores in the US and obtaining strong celebrity 

endorsement such as a renowned international model wore one of the brand sandals 

during the Olympics opening ceremony. 

Our newest brand Fiever is presenting excellent results for its first months of operation. 

Since its core product is focused on white soles, which is a very strong trend currently, has 

contributed towards that growth. 

In this quarter of the brand tripled its revenues quarter over quarter. In addition the good 

performance of the multibrand channel and the launch of its online store already enable to 

reach consumers in all of domestic territory. 

Now beginning with the presentation on page 3 I would like to talk about the main 

highlights of the quarter: increase in gross revenues of 5.6% the company has achieved; 

net revenues of 347 million, 10.1% greater YoY. 

This result was leveraged by the performance of the online stores and stressed by the 

comeback of the growth of the multibrand channel and Anacapri brand. 

Gross revenue was 152 million BRL, 14.4% higher YoY and gross margin achieved 

43.9%. 

Ebitda reached 56 million in the quarter with expansion of margin to 16.1% and the growth 

of 12.5% YoY. 

And net income for the quarter achieved 35 million BRL with a net margin of 10.2%. 

In this quarter Arezzo&Co presented a growth of 6.4% SSS YoY. 
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Now I would like to hand over to Thiago Borges to continue with the presentation. At the 

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

and our strategy. 

Mr. Thiago Borges: Thank you Alexandre and good morning everyone. Now I would like 

to move on to page 4 for an in depth analysis of the earnings. We have on the left side of 

the page the gross revenues of the company in the period achieved 426 million, a growth 

of 5.6% YoY with a highlight to the domestic market that achieved the growth of 6.7% in 

the quarter. YTD gross revenues of 1.13 4 billion, a high of 6.3% YoY mainly resulting from 

the 33.7% growth of the foreign market and 3.9% domestic market. 

Now moving on to page 5 I would like to show the gross revenue per brand in the domestic 

market. Arezzo, our main brand, presented in the quarter growth of 8.2% YoY mainly 

resulting from the expansion of the web commerce channel which already represents 

almost 6% of brand revenues in the domestic market and also as a result of the growth of 

the owned stores and franchises. 

Schutz presented a drop of 2.6% in the quarter because even though there was a good 

performance in the franchise channel the multibrand channel, which represents over one 

third of revenues for the brand, negatively impacted the consolidated results in addition to 

five conversions of owned stores into franchises. 

Additionally the Schutz brand is continuing the strategy to increase the bags in the product 

mix achieving 21% of sell out in the quarter and the web commerce channel represented 

10% for the quarter. 

In 3Q the domestic gross sales increased 24.7% YoY, the good result is a consequence of 

the more assertive mix in the summer collection together with the consolidation of the 

brand positioning boosted by greater investment in marketing. 

Now going to slide six we can see the gross revenue by distribution channel. The 

company's revenue coming from mono-brand stores represented by sell in in the franchise 

and sell out of owned stores and web commerce showed a 7.4 increase in 3Q especially 

because of the increase in revenue of online stores by 48%. This strong increase is 

explained by the go live in 2015 of the online stores for Arezzo and Anacapri. 

We also saw a 5% growth in owned stores and 3.84 for franchises. 

Following the trend presented in 2Q the franchise channel presented same-store sales of 

sell in of 2.1% ensuring the adjusted replenishing of the chain to support the positive sales. 

The company wants to increase the inventory of the franchisees seeking higher gross 

margin with a higher average markup and less leftovers. It is worth mentioning that the 

sales of sell out channel of the group including franchise, owned stores and web 
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commerce grew 9.8% in the quarter while the sales of the same stores increased 6.4% at 

the same time. 

The multibrand channel grew 4.5 in the quarter reverting the trend of the past three 

quarters. The company is still focusing efforts in capturing new clients and the growth of 

market share of wallet for the existing clients and the cross-selling brands and multibrand 

for the channel in 2016. 

On page 7 we can see the increase of channels by distribution channel as well as the 

sales for area total. We opened 19 stores closing the quarter with 544 total of stores, 537 

in Brazil and seven overseas with a total sales floor area of 37.7000 m², 4.5% increase 

YoY. 

Going to page 8 we see the gross profit for the quarter that reached 152 million with 14.4 

growth YoY and gross margin of 43.9%. The growth of the quarter of 170 bps in the gross 

margin is explained by the change in the mix of channels especially with higher 

participation of the web commerce channel and also the positive impact due to a full entry 

of operations in the new distribution center, enabling better tax efficiency. 

It is worth mentioning that the business model of the company is set up in a way that the 

pricing system in the main channels of distribution are stable creating more variation of the 

sell out channels, owned stores and web commerce and exports channel. 

In the same slide we have the Ebitda performance. As we can see on the right side of the 

page in the quarter Ebitda reached 56 million with a 16.1% margin. A growth of 12.5% in 

Ebitda is due in great part by the 10.1% growth in net revenue and the gross margin 

expansion. 

Going to page 9 we have the net income for the quarter that reached 35 million with the 

margin, net margin of 10.2% reflecting lower earnings since the exchange rate was 

impacted by the dollar depreciation. Excluding that effect net income would have been 

14.5%. 

Going to page 10 I would like to comment on the operational cash generation that was 26 

million, a higher result compared to same quarter in 2015 due especially to lower working 

capital consumption. 

On page 11 on the left side we see the Capex for the quarter that was 5.3 million 

especially due to renewal of licenses… Software licenses and investment in logistics. On 

the right side we see the net cash flow for the company that closed in 126 million aligned 

with our financial policy. 

These were the comments for the results for 3Q. We would like to thank you all for being 

on this call and now we are open for Q&A thank you very much. 
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Q&A Session 

 

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

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

Our first question is from Mr. Ruben Couto, Itaú BBA. 

Mr. Ruben Couto: Good morning thank you for taking my question. First I would like to 

hear about the gross margin trend for the company. It has shown great expansion in the 

last few quarters. What can we expect for the next 18 months since most of the changes in 

the channel mix already have been included and all the tax benefit? What can we expect 

for gross margin? Will it continue for the next quarters when it begins to get harder in 4Q 

or should it be stable at this level of 44% which you achieved in the past nine months of 

this year? That is my first question. 

Mr. Borges: Ruben this is Thiago it is a pleasure to hear from you. Our expansion of gross 

margin has been taking place as you mentioned for two reasons: one is the change of the 

mix of channels in which web commerce was gaining and still is gaining relevance 

compared to the total revenues of the company. This channel had a higher gross margin 

compared to the other channels similar to the owned stores. 

And the other effect until the beginning of this year was the exchange rate which also 

helped with exports. So web commerce will continue to be kept relevant; not with the same 

margin but because of the acceleration of the other channels so that should reduce the 

base. 

And the exchange rate for 4Q… 3QR compared to the previous one which had a negative 

impact so that we are not going to see the benefit that the web commerce is bringing. 

So specifically about better tax efficiency that you mentioned that impacted in 200 bps in 

3Q we can compare for 4QLY and this effect will have 140, 160 bps in 1Q NY. 

We already had this effect now but it will reduce to about 50 bps. So the effect between 

the mix and the tax planning that will continue to expand the margin in the following year 

not at the same figures that we are seeing now YTD. We are talking about 50 to 150 bps 

depending on the exchange rate and the mix of channels. 

Mr. Couto: Okay thank you Thiago. I have another question: we are starting to see a 

recovery or even an acceleration of sell in in the multibrand channel and do you think that 

is happening because of the need to replenish inventory because of lower sales or are you 

seeing more optimism and more confidence of the consumers? Can you tell us what you 

are feeling? 
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Mr. Birman: Ruben good morning this is Alexandre thank you for your question. I am 

going to start talking about the multibrand channel. We were able to implement an 

increase of cross-sales in our brands with the sales force being able to gain the share of 

wallet. So we do not… We do not see growth of the channel but we see the growth of our 

brands in the stores. So this is a trend to continue with an outlook to continue having 

satisfactory results in this channel with the return of 20% of our business. 

Now about the sell in that you mentioned our entire base since 2013 the company started 

through several investments something that was essential for our retail business: we 

implemented the GTM Arezzo project, we launched collections and the in season reaction 

creating, continuing to replenish those models that do continue on. So we are focusing 

more on the sell out and our internal assumption is we want to sell more with less 

leftovers. 

So the company is working with the franchise with a lot of agility to replenish, a very quick 

action and the effect of the sell in versus sell out is more based on the time between 

seasons are not the quarter. 

So we want to increase sell out, that is the main goal of the company and we want to 

improve the inventory levels to be… To have more working capital for our franchisees and 

a better gross margin. So the company is focused on sell out and the sell in is a 

consequence of that.  

Mr. Couto: Perfect thank you. 

Operator: Our next question is from João Mamede from Santander. 

Mr. João Mamede: Hello everyone good morning. I have two aspects that I would like to 

discuss, the first one is about the demobilization process. In this quarter three more stores 

if I am not mistaken that you have passed over to franchisees and I would like to know 

how many more are coming, how many should we expect for 2017 and other years? 

And another thing related to that is about sales retraction in the Schutz. That is the only 

one that had a drop YoY; so is it because of that process or is it something else specific? 

That is my first question. 

And my second question is about sales evolution. If we take a look at two or three, actually 

three past quarters you have shown a constant evolution in same-store sales. I would like 

to understand if you have seen a homogeneous behavior throughout these months, if you 

have seen an evolution month after month or is it because of all of the macroeconomic 

difficulties? The environment is still unstable and so there is no standard behavior, some 

months are good some months are bad; so is there a constant there something we can 

consider that we will have a trend improving from now on? Thank you, thank you for your 

answer. 
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Interpreter: We are not getting the audio for translation. 

Operator: Ladies and gentlemen please hold. 

Mr. Birman: Hello? 

Operator: Mr. Birman you may proceed. 

Mr. Birman: Ok João this is Alexandre. I am going to start off with your second question 

and then after that I will pass over to Thiago and he will talk about our strategy to… About 

transferring our owned stores to the franchisees and the impact that that had on the 

Schutz brand in 3Q. 

Speaking of same-store sales I am going to talk about 3Q. It starts off in July where we 

have the sales for the winter collection and we have what we call the resort collection, 

which is our pre-summer collection. 

So for that month we had a strong drop in the sales of products from sales… Products 

from sales and with same-store sales positive for franchisees and then we had very low 

sales for the winter collection, which is good for our business, and then we had a flat 

growth. 

On the other hand September which is the first full month comparing to summer collection 

and comparing to summer collection 2015 we had more expressive results and we can 

see that there is continuity of that movement and that is very much explained by 

something that we always like to say: that our business assumption is having the right 

product at the right time at the right price. 

So all the investments that we have begun since 2013 and the implementation of many 

new areas in the company such as strong merchandising, planning area and sourcing as 

well working direct with retail and highly connected to our points of sales, to our managers 

and implementing replenishment cycles that are very fast and so products are being 

delivered in less than four weeks in stores, enabled the right availability of assortment 

which converts into good sales in same-stores. So that is our vision for that scenario. 

I am going to pass over to Thiago and he is going to talk about your first question. 

Mr. Borges: Hi João. About your question about transferring the owned stores to 

franchisees we have been doing that for two years now in a more strategic manner. In the 

past 12 months for Schutz alone it was five transfers and if you exclude that effect the 

revenues for the brand in the quarter would be very much in line with the previous year. So 

that effect highly explains the drop. 

When you look at the pipeline for owned stores today we have 45 owned stores and in our 

analysis 10 current owned stores that we have should be in the next 24 months should 

turn into franchises. Because of location in terms of strategy it really does not make sense 
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to be an owned store because owned stores are focused in the city of São Paulo and Rio 

de Janeiro and so based on the fast expansion that we had for the Schutz brand we 

opened in another… Sorry, other cities as well as the Anacapri brand and so we are trying 

to owned store to test these models four franchises and then we should have two owned 

stores for that process. 

And then on the path we should open other owned stores be it for strategy like in the 

beginning of the Fiever brand, we should open another three stores in the next 18 months 

as owned stores so we can consolidate the retail model so that in the future we can begin 

an expansion project throughout all of Brazil. 

And the Alexandre Birman brand with its two stores we have same-store sales that are 

very strong. We should also open two stores in the next 18 months. So it is a process of 

transferring stores; but we are also opening stores and so the total of 45 stores today if we 

continue our strategy we should be close to 40 stores. 

Mr. Mamede: Thank you Thiago and Alexandre. Just a follow-up to the previous question 

about multibrand. Obviously it is a channel that suffers with a more fragile economy and 

your performance is amazing I would say. 

So Alexandre already mentioned the reasons why believe that sales recovered well in 

multibrand; but in addition to that did you somehow change your credit in terms of… 

Payment in terms for multibrand or is it just everything that you have already commented? 

Thank you once again. 

Interpreter: I am sorry we have no audio feed at the moment for translation. 

Operator: Ladies and gentlemen please hold. Mr. speaker you may proceed. 

Mr. XXX: The line was disconnected we will be back soon. 

Operator: As to Birman you may proceed. You may proceed Mr. Birman. 

Mr. Birman: Can you repeat please? 

Mr. Mamede: Can you hear me now? 

Mr. Birman: Yes we are. What did you hear say João? 

Mr. Mamede: Thiago you answered both my questions and I asked the follow-up question. 

Mr. Birman: Yes we got that thank you João. Thank you and I apologize for the 

inconvenience. So I was saying that there is no change to our commercial policy for the 

multibrand channel. We have a very severe credit policy for customers and so it is very 

strong work from our team where we can increase the process for the brands increasing 

the portfolio for our brands that were not strong in this channel but doing that with Arezzo 
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and Anacapri and with that we have been able to grow our share of wallet for our 

multibrand store owners by migrating from mono-brand into multibrand and the ability of 

managing the multibrand store owners with many workshops and training for them and 

improving their sales team and monitoring multibrand retail in a close manner. 

So the store owners can be more efficient. During Couromoda in January we will have a 

major convention with the multibrand store owners and giving them our culture of 

management and supporting them in this challenging moment and making them more 

professional - not that they were not - but they were more not structured as our mono-

brand channel.  

So we believe that we were able to… Will be able to gain share of wallet and you can see 

the differential not just for brand and product but also a lot of support in their operation 

efficiency especially in inventory. 

Mr. Mamede: Thanks Alexandre thank you once again. 

Mr. Birman: Thank you João. 

Operator: The next question is from Pedro Fagundes from Goldman Sachs. 

Mr. Pedro Fagundes: Thank you good morning Alexandre and Thiago. I have two 

questions, the first one I would like to understand better the expenses with sales that you 

had with renegotiation. I understand that having this initiative both with franchisees and 

multibrand so I want to understand two things: how is the default rate for those channels 

and what is the outlook for the next 12 months and that regard? 

And for how many quarters and how much do you think these losses with negotiation will 

continue to affect your expenses with sales? 

And my second question is a follow-up about multibrand. You mentioned the cross-selling 

initiatives. I want to also understand how much of that improvement was a cleanup on the 

base? We saw a drop in the multibrand stores in the quarter; should we expect more of 

that on the base if it did happen - I imagine it did? 

And how much do you think we should consider that it will be better in the next 12 months? 

That is my question. 

Mr. Birman: Hi Pedro thank you for your question this is Alexandre. I am going to start the 

second question, our management of the multibrand channel. We have a 7.6% drop in the 

number of points of sales this quarter and it was a cleanup that we did at the channel with 

the goal of having strong liquidity in that channel. That is our number one assumption. We 

want help the customers in our base. 
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So for 4Q this number will not change. I do not think we will have an important drop at the 

point-of-sale like this one. We expect a good maintenance of the overall top line for this 

channel. 

And we are going to start a new cycle in the channel. This channel is impacted by two 

trade shows that take place in São Paulo: Couromoda in January for the winter collection 

and Francal for the summer collection. I would like to invite all of you to visit us at our 

booths during those two trade shows. It is a very important moment to boost our growth 

and strength and that is a very important channel for our business. 

Mr. Borges: Thank you and this is Thiago, thank you for your question. About your first 

question since the beginning of last year we saw a harsher environment, some customers 

with the low capacity to pay and generate cash. 

We created an internal department in the company that are now close to the larger cases. 

We have less than 10 customers that represent 50% of our default rate, so they are 

concentrated on those 10 major cases and they are reaping good fruit. When you identify 

the root cause and you help your customer to understand what is happening many times 

we are able to have an action plan or at least know beforehand with enough time to 

transfer that operation in a way that it benefits everyone. 

And what happened in 3Q was the conclusion of two of these transfers that when we look 

at the impact in the year of 2016 it will be around 0.65% of the revenues. So I do not think 

we are going to have the higher impacts in the next quarter. 

Looking at the history this number was closed to 0.3 in 2015 and we expect in 2017 to 

reduce it to 0.4, 0.45% of the company's revenues. So we can see that 2016 is a peak and 

next year we will go back maybe not to historical levels but closer to 2015. 

Mr. Fagundes: Thank you thank you very much, it was very clear. 

Mr. Birman: Thank you Pedro. 

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

Mr. Tobias Stingelin: Good morning Thiago and Alexandre. I was an update about your 

operation in the US. It is the second store in the quarter. Can you tell us a little bit about 

the evolution of that business? How it is going and if it is going as you expected? 

Mr. Birman: Hi Tobias thank you for your question this is Alexandre. 

Mr. Stingelin: Good morning Alexandre. 

Mr. Birman: It is worth mentioning that this is still a pilot project. So we are learning about 

this United States market in California. The store aims at having… Being a flagship 

because California has a huge potential for expansion. 
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We did the pop-up store in a place with high influenced people and our store in Beverly 

Hills has been reaching the objective of becoming a flagship bringing attention of many 

celebrities, opinion makers and the mix of products and timing of the collection of this 

market, which is very different from New York. Especially now we are starting the winter in 

the North of the US the temperatures drop a lot and in California they stay at a better 

temperature. 

So we have two collections in the US. We knew that this learning in California had to take 

place as soon as possible because that is where we have a higher capacity of penetration, 

going to California going through Texas and to Florida which we will have a higher 

capacity of growth in the US. 

It is worth mentioning that the wholesale channel that we left as a second plan especially 

after the learning we had last year we would give higher discounts for some retailers that 

are not operating properly due to the strengthening of the brand. Specially today in this 

segment of wholesale the distribution is small yet but in shoes this brand has been a 

highlight and many department stores have been seeking our products and we closed the 

first partnership with this chain that we believe is aligned with Schutz which is Nordstrom. 

So we are selling online and after November 16 we will launch the brand in 16 more 

Nordstrom stores. So we have The Grove of the wholesale channel that are aligned with 

the business objective. So for 2017 our plan is to open the third store probably at the mall 

with medium to high flux. So we are trying to have more standardized stores in the US. 

We are also… Want to find the structure that supports this growth focusing on 

implementing support areas for operations like logistics, IT, people management and this 

is very important for us to have a good continuity for the project. 

So next year it should be become more definitive so we can talk more about that. 

Mr. Stingelin: I have another question about wholesale. You had tried wholesale when 

you had one single store in New York and if I am not mistaken it did not perform well 

because the contracts were different, they operated differently. What has changed? 

Mr. Birman: When we started our operations in 2012 we were very aggressive in trying to 

grow sales we opened important department stores with no experience at all and the sales 

person… People were not ready for that. So there were commercial conditions in retailers 

that were very different. The commercial agreements back then were different and that 

was something we were not used to. 

And now we had many learning experiences in the timing to deliver collections and product 

mix and so the sell out performance was not good and then we had trade discounts that 

impacted our margins. 
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What changed is that we pull back in that channel about two years and now the brand in 

the shoe industry; in the American shoe industry it gained relevance. So through the 

presence in trade shows and constantly present in social media, Instagram in the US 

already has a very strong base.  

So we started… Our models were even copied by many American brands and so the 

brand started to sell shoes saying that they were Schutz's copies and so that awakened 

interest in many store owners and we also… Two major chains were interested but we 

were not ready for major distribution. 

But our work with the retailers is that a higher added value - it does not compare to 

Bloomingdale's and Macy's - but it has a percentage rate of shoes over $100, which is 

very high and that is our target price. So we did an online test with them with a position 

and the test performed very well with over 70%. 

And now we are doing our second test at Nordstrom stores with commercial conditions 

that are very favorable so that we can have a good gross margin. So that change in 

scenario and after that second phase of testing even though they are small volumes - we 

are talking about 600, almost $800,000 only to start off - that we are going to test and see 

the potential focusing on Nordstrom that is our objective. 

I hope I was clear if you have any other questions please just let me know. 

Mr. Stingelin: Thank you Alexandre and just another question: what was physically done? 

What would you highlight as the improvement in Anacapri? I know you talked about 

marketing; but what else was done so that you could change the trend? Because the curve 

was going… Was bad in the beginning of the year and it is reasonably better now. Can 

you give me an update on that? Thank you again. 

Mr. Birman: Thank you for the question. Just about your words in 2016 the brand had the 

strong growth over 20% and the first drop in one quarter was in 2Q16 very much because 

there was an anticipation of delivery for 3Q and we improved things for the brand. 

But I think it is worth saying that we had a change in behavior of consumers in flat. I know 

you are not focused on fashion and you really follow our brand. It used to be a basic 

product for any women and there was a change to two types of products in a very strong 

way, which is the white sole and the tomboy, kind of look like loafers women are wearing 

now. 

So we were betting on that and ahead of things in providing the store with this replenishing 

with these two products and betting that this percentage of sale of the flats would have a 

major shift. So there was a change in behavior and with these quick initiatives by our team 

and we had upfront sales... 

Mr. Stingelin: Great thank you once again. 
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Mr. Birman: Thank you Tobias. 

Operator: To ask a question please press star one. 

The next question is from Mariana Vergueiro from Bradesco BBI. 

Ms. Mariana Vergueiro: Thank you good morning everyone. I would like to explore the 

online channel a little more... Of the online brand for Arezzo now there has been one year 

online; but I would like to understand how online is performing for Schutz because that has 

been live for longer and it should be close to maturation. 

So how much the Schutz online represents and if this growth is still going up so we can 

understand how much online could represent for Arezzo and for the company overall, 

thank you. 

Mr. Birman: Hi Mariana thank you… Speaking. So speaking about Arezzo brand based 

on a project that was well executed by our team so we can align franchise and having a 

strategy for omni channel consumers. So in fact we still have a lot to gain in that sense. 

We are rolling out a test phase for store shipping in the next months and we… We can be 

successful in this new model… 

Speaking of the Schutz brand that is an attempt that we have had that online for five years 

in a continuous evolution of our system, our web commerce system within the platform and 

now moving on through changes in logistics and Schutz has a level that is higher than 

10%, which is very high for online sales. 

We believe that the brand yes it can grow but it needs more assortments… Or more funds 

I am sorry. So we changed the basis of the brand and usually it is a strong product catalog 

but now we are working with content relationship, this F.I.S. concept: fashion, Information 

and Shop. 

So it is new platform. There was a lot of investment in that launch for that platform and we 

noticed that in October, the first month of the platform that is fully operational, that we have 

had people staying on our website for longer and for those that serve the pages for fashion 

information and content have a higher conversion into our site. 

So we noticed in October a good performance of the Schutz brand with this new strategy 

towards consumers and now we are going to launch the brand's App which will be highly 

agile in buying, it is very different type of App compared to the current one that does not 

have a good sales results. 

So it is a continuous evolution process. We know that the digital world is constantly 

transforming and so we believe that we have a very young and high team that can bring in 

new initiatives. 
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I agree with you. If we would stop investing or renewing we would probably be mature; but 

now we are constantly investing and looking for new things for digital work within 

participation in international forums, our team is amazing. 

So we will always have major investments and consequently highly innovating that 

channel always. 

Ms. Vergueiro: Thank you Alexandre. 

Mr. Birman: Thank you. 

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

his final remarks. 

Mr. Birman: First of all I would like to thank everyone for participating in our conference 

call and we believe that the results for this quarter are excellent because… Increase in 

same-store sales we had more... Resulting in less discounts in the winter collection and 

the strong beginning of the summer collection. 

We believe that the base for success of our business is anchored to the product and so we 

are very confident about the initiatives that we started in 2013 with GTM Arezzo that has 

evolved every year and increasing the assortment of our company to have a good 

performance. 

But we also recognize many challenges ahead of us so that we keep on a path to a 

prosperous future such as adjusting expense levels to growth levels; the continuous 

improvement of internal engagement; the strengthening of the desire for our brands; the 

constant evolution of the relationship with the franchise channel; and learning experience 

in the American market; in launching new categories. 

So we really... Our management model together with the interaction with our board of 

directors and the committees will enable us to evolve our learning experience constantly 

and presenting excellent results. 

It is also worth noting that one of the essential assumptions of our business is maintaining 

a healthy liquidity rate and continuous cash generation that will give us the security to face 

instable moments. 

I would like to take this opportunity to thank all the willpower and dedication of our team 

that works with passion to build our future. 

And lastly but… I would like to make two invitations: the first one is to go to Arezzo&Co 

Investors Day in December, Soon we will provide more information about that. 

And secondly to invite everyone to visit our stores, all the brands launches of our high 

summer collection, which is a new cycle of our business bringing in new things, a very 
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fresh collection. And as for November 21 we will have a strong activation for Christmas 

which is a very important time for our retail. So I would like to invite everyone and all the 

women to visit our stores and increase our same-store sales. 

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

and have a good day. 

 

 

 


