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International Conference Call 
Arezzo&co 

1st Quarter 2011 Earnings Results 
May 12, 2011 

 
Operator: Good morning ladies and gentlemen and thank you for waiting. Welcome to the 
results conference call for 1Q11 of Arezzo&co. All participants are connected as listeners 
only. Later we will open the question and answer session and further instructions will be 
provided. If you require the operator's assistance during the conference call please dial 
star zero. Please note that this conference call is being recorded. The recording will be 
available at the company's website at www.arezzoco.com.br. 
 
This conference call is simultaneously translated into English. Questions may also be 
normally asked by participants connected abroad. Please note that journalists and press 
and media professionals that this is an exclusive conference call for the financial market 
and current and prospective stockholders. Any questions should be forwarded to Caroline 
Muzzi, press assistant, whose contact is available at the website www.arezzoco.com.br. 
 
Please note that if you have not received a copy of the release of results of Arezzo&co 
released yesterday, Wednesday, May 11, you may acquire it at the company's website 
www.arezzoco.com.br. This conference call and its respective slides are simultaneously 
transmitted via Internet also accessed through the Company's website. 
 
Before we proceed I would like to clarify that statements made during this conference call 
pertaining to business perspectives as well as projections, operating targets, financial 
targets related to the potential for growth are forecasts based on the administration's 
expectations regarding the future of Arezzo&co. These expectations highly depend on 
internal market conditions, overall country's economic performance and international 
markets and therefore they are subject to change. 
 
Now I would like to welcome Mr. Anderson Birman. Please Mr. Birman you may go ahead. 
 
Mr. Anderson Birman: Good morning. I would like to greet you all thanking stockholders 
and investors following this second conference call of results where we will discuss the 
results of 1Q11. First quarter was very important for our company, as it marks the 
consolidation of our IPO process. The company starts its normal routine and pace and 
after this relevant mark in our history, which will certainly lead to a lot of change and a lot 
of growth God willing. 
 
Here with me in this conference call we have our COO Alexandre Birman, CFO Thiago 
Borges and our Investor Relations Manager, Daniel Maia. I will give the floor to Alexandre, 
who will start the results presentation, and then Thiago Borges will also address you. In 
the end we will all be available to answer questions about the company's results and our 
strategy. I wish us all a good work and thank you. 
 
Mr. Alexandre Birman: Good morning. It is a pleasure to be here today being able to 
share with you our results in the first quarter. I would like to start the presentation on page 
3 where we have the main highlights. Net revenue reached R$ 138 million, an increase of 
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23.1% compared to the same period of 2010. As a result Ebitda presented a growth of 
19.3% reaching R$ 20.7 million and Ebitda margin is 15%. Net income in the period 
amounted to R$ 14.7 million, up 42% from the same quarter in 2010 and a liquid net 
margin of 10.6%. 
 
This was a very important quarter for the history of Arezzo&co. We carried out the listing of 
the shares on the Novo Mercado segment of BM&FBOVESPA with a cash position of R$ 
182 million strengthening our cash flow and the plans of growth for the company.  
 
On page 4 we see a growth of 25.3% on gross revenues in first quarter achieving 174.4 
million. The highlight here was the domestic market with a growth of 28.7%. 
 
Moving on to the next page we present the gross revenues per brand and distribution 
channel. It demonstrates the strategy of our company. We have a portfolio of brands 
combined to our multichannel strategy for distribution.  
 
First we have the sales by brand where we see a significant growth for the two main 
brands of the group, especially to the Schutz brand with the growth of 51.8% reaching 
revenues of R$ 46.2 million. This growth is a result of the strategy to reinforce the 
positioning of the Schutz brand especially due to the opening flagship stores which started 
just under two years ago. The results of this movement had a positive repercussion in the 
sales of all of the brands’ distribution channels. Arezzo still remains our main brand 
representing 65.5% of the group's revenues with a solid growth of 19.9% in 1Q11 
compared to 2010. 
 
Now on the right side of this page we have the gross revenue by channel, where we see 
that all channels presented an expressive growth. One of the factors that leveraged the 
increase in sales was the increase on the same store sales concept, a growth of 9% in the 
franchise channel and 11% for own stores. It is a very important result when we consider 
the comprehension base for the last quarter when we had already reached an increase of 
53% on franchise and 21.9% on own stores.  
 
Please note on the franchise channel it represents sales that we performed to franchisees 
(sell-in sales). There is also a strong performance at the multibrand channel, a growth 
about 40%. 
 
On page 6 we see the evolution of the number of stores per distribution channel and the 
total sales area. We started first quarter with 296 stores in a total area of 17.6 thousand 
square meters, a growth of 14.6% compared to the same period of last year. 
 
I will now give the floor to Thiago Borges, our CFO. 
 
Mr. Thiago Borges: Good morning. Please moving on to page number 7 the chart on the 
left presents the gross profit, which reached 56.4 million in the quarter, a margin of 40.7%. 
Compared to 1Q10 that was a retraction of 0.8 b.p. mostly explained by the effects of the 
calendar. Usually we close the sales in periods of the summer collection right after 
Carnival festivities. In 2011 this date fell 2 weeks later than compared to 2010 and so the 
sales period was two weeks longer compared to last year. 
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This is an effect that we expected and due to the nature of our business it was only felt on 
the own store channel. Other channels such as franchise and multibrand the gross 
margins were maintained similar to the same period. Our gross margin has a stable 
nature. 
 
Also on this page on the right Ebitda reached R$ 20.7 million, an increase of 19.3% and an 
Ebitda margin of 15%. The retraction of the gross margin was compensated by the 
reduction on the commercial expenses, general and administrative expenses of the 
company. 
 
On page number 8 we present the net income. In the first quarter there was an increase of 
42% reaching R$ 14.7 million with a net margin of 10.6%, an increase of 1.4 b.p. 
compared to the last year. This expansion is explained by the operating result of the 
period, the lower income tax value due to the Lei do Bem regulation and better financial 
results of this period. 
 
Moving on to page 9 I would like to discuss the generation of cash, the operating cash 
generation. Despite the increase on working capital of R$ 12 million in first quarter we 
were able to generate R$ 5.6 million. We continue to increase the company's cash cycle 
with the automation at strategic points and greater import numbers, the working capital 
increase of 21% in 2010 up to 25% in 2011. 
 
Now on page number 10 we can see that the company's investments in first quarter were 
R$ 3.7 million, an increase of R$ 1.1 million compared to the R$ 2.5 million invested in 
1Q10. This is the result mostly of investments in own stores. 
 
Total indebtedness for the company reached R$ 33.6 million in first quarter compared to 
R$ 46.8 million in the closing of 2010. Our indebtedness policy is conservative with the 
cost of that very reduced. 
 
This is what we have to say about the results of the first quarter. We open now for the 
question and answer session. Thank you. 
 

Q&A Session 
 
Operator: Ladies and gentlemen we will now open the question and answer session. To 
place question please dial star one. To remove your question from the line please dial star 
two. 
 
Our first question comes from Ms. Daniela Bretthauer from Raymond James. 
 
Ms. Daniela Bretthauer: Good morning, congratulations on your results. I would like to 
detailed further this increase in investments in working capital especially on stocks. We 
have seen a decrease on the company's ROIC in first quarter. I would like to know if this is 
a strategy that will be maintained in 2011; so should we expect ROIC to further decrease 
maybe even under 40% in 2011? That is my first question. 
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Mr. Borges: Thank you Dani, this is Thiago. The increase in stocks and working capital as 
a result in the first quarter has some effects that go beyond our strategy of increasing 
stocks. There is a timing, the calendar effect, which affects the stocks when you look at 
march’s closing, and there is also the question about own stores have increased year on 
year.  
Removing these two effects there is an increasing stocks, a strategic forming on stocks 
that was being discussed here for some time and that shall remain. So the creation of 
stocks that you saw in first quarter in terms of strategic stocks that will be maintained 
throughout the year and we do expect to have a cash consumption that will increase from 
25%, 26%, which is the percentage of net revenues, to something around 30% around 
2012. 
 
As a result the company's ROIC will also move from the level it was in 2010, 42%, and get 
closer to 36% or 37% in the next two years. 
 
Ms. Bretthauer: Ok. So this is aligned with the company's discussion during the IPO. My 
other question is what we saw on the selling if you could give us an indication of what we 
can expect in terms of operating leverage for the company in second quarter, if Mother's 
Day, if there is anything you can say about it, if the government's  
measures impacted Mother's Day sales or if you still maintain the good performance 
despite these restrictive measures. 
 
Mr. Birman: Dani this is Anderson Birman speaking. I would like to just go back a little bit 
for your previous question for a moment. Complementing what Thiago said, our concern 
with a very responsible and competent management of stocks is great, and we are here 
today developing and optimizing our processes including determination of scopes and 
limits and competencies to form stocks and build stocks setting processes that allow us to 
be very efficient in this new period that we are having for the company. 
 
Ms. Bretthauer: Thank you. 
 
Mr. Birman: And going to your second question I could say something about Mother's Day 
but I will let Thiago do it because I think he will give a complete answer. Please go ahead 
Thiago. 
 
Mr. Borges: Thank you again for your question Danni. About sell in expenses you have 
seen on the first quarter we look at it two ways. We break it on own store sales, where 
there was a dilution in this first quarter since there was an increase in 38% in the channel 
and the expenses for the channel increased only 30%, and this will depend on the 
maturation of the new stores opening. So as we increase the number of own stores over 
the next two years while they are maturing there may be a reduction, smaller reduction on 
this line. 
 
About expenses with sales, logistics and supplies we see that there is something around 
55%, 60% of these expenses that is very variable that will take place together with 
revenues and the remaining has maybe a more fixed characteristic.  
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So for second quarter on your second question, how Mother's Day was and the feeling of 
top line, Mother's Day was very aligned to what the company expected with the results that 
in our opinion are satisfactory, and this should maintain the pace that we expect for the 
year without too many surprises in second quarter. We do not feel any consequence of 
any of the measures announced by the government. We have not felt it in our stores and 
there was no indication that there was a change in flow.  
 
Ms. Bretthauer: So there will be a good dilution of expenses in this other line due to good 
sales results. There is an expectation of maintaining the sales performance in second 
quarter. 
 
Mr. Borges: Yes, expenses with sales, logistics and supplies in first quarter there is an 
overlapping with the structuring of the multibrand team where we are undergoing a 
transition from external to internal teams as well as the release and of the launch of the 
Anacapri brands where the revenues of the sales efforts will be more recognized over 
second quarter. 
 
So excluding these two effects throughout second quarter and third quarter we will 
probably see a reduction in this line as well; but on second quarter r and third quarter we 
will notice is overlapping still taking place of internal and external teams in the commercial 
area. 
 
Ms. Bretthauer: Ok thank you. 
 
Operator: Excuse me. Our next question is from Juliana Rosenbaum from Itaú - 
Unibanco. 
 
Ms. Juliana Rosenbaum: Hello good morning. I just wanted to go back to this discussion 
that you started about stocks and being more disciplined and really understanding better 
the results. I would like to explore a little bit those two big factors that we imagined could 
leverage sales: stocks, strategic stocks, and in some points of the year expanding 
payment deadlines and the company's receivables therefore, to facilitate the cash flow of 
franchisees. 
 
What we have seen so far is that stocks are being used and I still do not know this relevant 
expansion, a relevant impact of the expansion on that line. Do you feel more comfortable 
seeing the sales response with strategic stocks rather than deadline expansion? 
 
Mr. Birman: We have to consider that the results will come on the midterm. Now on the 
second quarter I expect us to feel some positive results already, but that also depends on 
the level of assertiveness of the stocks. There is a learning experience to take place and, 
within the possible and necessary limits, we will invest on it because we believe that this 
strategy will increase our sales and as a result reduce our ruptures and non-sales 
conditions. 
 
Ms.  Rosenbaum: But on the specific products that you performed the strategic stocks 
can you already see that response? 
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Mr. Birman: I would say no, and I could maybe... I do not know if I can be more specific. 
One of the big investments that we have are on boots, so if boots, that have a likelihood of 
selling very well now in the winter, then this effect will be very clear. 
 
So as I said it is a learning curve. It may be too premature to get down into details of this 
operation. But on the midterm we can expect good results. 
 
Ms. Rosenbaum: Great thank you. I would like you to also talk a little bit about Anacapri. 
We saw that it was successful at Couromoda, but do you already have a response or 
feedback from the multibrand stores, how the sales of Anacapri are performing? Are they 
selling well at multibrand? How is the sell off? 
 
Mr. Birman: Sales were carried out at the end of January starting at Couromoda and 
finalized in January, February. Initial deliveries were still small in March’s second week, so 
this first quarter is reflecting very little the multibrand sales results on the last financial 
demonstrations. 
 
On second quarter this will become much more evident, much more clear, and I can also 
tell you that the first indications of sales that we have on multibrand stores is good, and I 
can also tell you that the winter collection that has already been launched on the stores 
has also been performing according to expectations. So Anacapri probably on the second 
quarter will appear on a more favorable condition than the previous quarter. 
 
Ms. Rosenbaum: Ok and my last question you say sometimes that it was necessary to 
increase some expenses to adjust the structure for the new growth phase that the 
company is experiencing. Do you believe that this structure is ready or is there still a need 
to reinforce some areas and increase the structure somehow for growth in the next coming 
years? 
 
Mr. Birman: I am always going to believe that the structure is just getting started. You can 
consider that I will always work for the expenses to decrease. Objectively I do not believe 
that the structure is ready. I want to allow myself to believe that we should continue to 
invest especially in the development of human resources, greater training and further 
capacity building of those people working with us already and I believe that this moment is 
very important for us to increase our execution capacity especially focusing on people. 
 
Ms. Rosenbaum: Excellent thank you. 
 
Operator: Excuse me. Our next question comes from Mr. Guilherme Mazzilli from 
Ashmore. 
 
Mr. Guilherme Mazzilli: Hi. I had two questions, both pertaining growth. If we could divide 
between multibrand and stores, franchise or own stores, I would like you to talk about the 
quarter for the year, how do you see this growth? How do you see the same store sales? 
And on multibrand, there was a strong growth in the first quarter of almost 50% increase, 
how do you see this increase for the rest of the year? If you can talk a little bit about what 
you have for this quarter it would be interesting for me. 
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Mr. Birman: Guilherme good morning and thank you for your question - this is Alexandre - 
so let us start from the end of your question about the multibrand channel. This strong 
increase in first quarter is an effect of the anticipation of deliveries. It is a little bit different 
from the franchise channel, where the franchisee has a stock volume for our brand 
exclusively provided by us. They were able to receive the winter collection at large 
amounts before Carnival. This is different for multibrand, where we had a great winter’s 
collection delivery in February 
 
For sure, the increase on multibrand will happen. This is a channel that due to brand 
awareness increase especially on Schultz, the strategy leveraged by the flagship stores 
has allowed us to increase our share of wallet and we will also start a plan of increasing 
our penetration growing at the points of sales. 
 
About same store sales you see that we were able to recover in first quarter the results in 
Rio de Janeiro where we did not have a good quarter in 1Q10 based on the change of the 
local management and a better assertiveness on the mix provided to Rio de Janeiro. This 
strategy will be reinforced by the opening in second quarter of a flagship Arezzo store in 
Ipanema and the Schutz brand that has one small flagship store at the Leblon Mall will 
also expand the size at the mall and open other points of sale in the city of Rio de Janeiro 
further increasing our penetration in that city. 
 
Mr. Anderson: Just adding, Alexandre, the Ipanema store will open in July’s second half, 
therefore impacting third quarter results. 
 
Mr. Guilherme: So just confident in the question do you think that the same store sales 
we saw on first quarter is reasonable to be replicated for the year? Do you expect it to pick 
up? In the beginning of the second quarter how do you see same-store sales performing? 
 
Mr. Anderson Birman: We are working to meet what has been planned and on same-
store sales we are always concerned with profitability not only of Arezzo&co, but at the 
franchisees and I believe the expansion of same-store sales will be highly dependent on 
market factors and assertiveness of our collection factors. So I think it would not be very 
assertive to give you a prognosis right now. 
 
Mr. Birman: So complementing Anderson's answer, Guilherme, about same-store sales 
and franchise in third quarter we had a timing effect. When you look at first quarter 
compared to last year the comparison bases are not as comparative. So what we do is 
include April in the basis of first quarter of last year and first quarter of this year and we 
can see same-store sales going to low two digit. So this is something that has an effect on 
the timing aspect that has to be taken into account. 
 
Mr. Mazzilli: Great thank you. 
 
Operator: Excuse me. Our next question comes from Matt McClintock from Barclays 
Capital. 
 
Mr. Matt McClintock: Hi good morning. I was wondering if you could perhaps discuss the 
changes that you have made in your overall merchandise mix this year versus at this point 
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in the previous year. Has the penetration of handbags increase in your stores? And what 
kind of impact should we expect sales at this higher price in handbags to have on overall 
comp store sales, sell in, franchise sell in comps and sales growth? Thank you. 
 
Mr. Birman: Dividing your question by brands, we have the Arezzo brand with a 
merchandise mix which is much more consolidated where the sales of handbags tend to 
increase; but the percentage of increase is not very high because this mix is already 
stabilized and handbags have already achieved a relevant participation. 
 
The trend for handbags even about the price, average price,  is to reduce because we are 
increasing the percentage of handbags imported from countries with a better production 
cost that have more accessible price with the possibility to increase the number of pieces 
for that category. 
 
About the Schutz brand there is still a great work in the sense of increasing product mix. 
Handbag sales are still very low for the Schutz brand. We also started to import works for 
this first summer collection that is being launched today for the multibrand stores. It will 
present on first quarter a significant effect in the increase of revenue. 
 
About average price our expectation overall for the company is to maintain it in line 
growing according to the inflation at most, based on the numbers of 2010. 
 
Mr. McClintock: Ok and if I may one more question: how should we think about your 
calendar for opening new stores and opening new franchisees over fourth quarter? 
Generally have you opened more stores in second quarter or third quarter versus first 
quarter? And I only ask because you did not open any stores or new franchisees in first 
quarter this year. 
 
Mr. Thiago: Thank you for your question. When we evaluate the opening of new stores 
either own stores or franchisees in the year's calendar, there is a greater relevance in the 
second half of the year. You can look at our history, this has been a fact and this year we 
expect the same rhythm, the same pace. 
 
For own stores of the 8 stores we plan to open all of them are already contracted. We 
expect to open them on the second half of the year and some already in second quarter 
they will be ready, some openings. 
 
For franchises in our expansion plans one third of these franchises the contracts are 
already signed both with the franchisee and the shopping centers. There is the 
engineering process going on now so that is the opening can take place with the change of 
collection we have over the year. One third is already with the franchisee and the point has 
already been localized, just waiting for the contracts assignment to start the construction; 
and the remaining third have very advanced prospecting making us confident that this plan 
for openings this year will be complete. 
 
I would like to complement that the open franchised stores will be with existing franchisees 
in areas where we already operate, and so that increases the level of assertiveness for 
this number of new openings. 
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Mr. McClintock: Great, thank you for answering my questions. 
 
Operator: Excuse me. Our next question comes from Mr. Gustavo Barreto from Dynamo 
Asset. 
 
Mr. Gustavo Barreto: Hi guys good morning. I have two questions, the first in my counts 
the revenue per square meter in the franchise was 15% higher than own stores and this 
first quarter; if I adjust that by outlet they would be the other way around, they would be 
20% more on own stores than franchise. Intuitively this makes sense. This order that you 
see in your numbers as well? Is that the same one? 
 
Mr. Birman: What we see in the numbers is a little larger Gustavo. When we look at the 
maturation stage of all the stores, our stores are concentrated in cities like Rio de Janeiro 
and São Paulo. We have an average sales on own stores that is in absolute numbers 
twice what our franchise sells in average. Of course the areas of own stores in our 
accounts tend to be 50% larger than franchises so there is a greater percentage than what 
you told us, but what you said is very in line with what we see. 
 
Mr. Barreto: My second question, doing some math here about the Arezzo brand in the 
multichannel, multibrand channel it does not seem to have a lot of increase; does that 
make sense? Why? 
 
Mr. Birman: As you know we are planning and analyzing the full potential and distribution 
of a very strategic planning of go-to-market for the Schutz brand. I answer with this 
because today there is still an overlapping of commercial agents, consultants and own 
representatives selling both brands. When we have this plan finalized in the third quarter 
we already have a definition of a very specific team for the Arezzo brand separated from 
the Schutz brand where we can be certain that the growth of Schutz that is stronger on 
multibrand will also take place for the Arezzo brand. 
 
Mr. Thiago: And Gustavo complementing what he said, the Arezzo brand in the first 
quarter grew 19.9% and the multibrand channel grew a little above this average, around 
23%.  
 
Mr.  Barreto: For the Arezzo brand and multibrand? 
 
Mr. Thiago: Yes, Arezzo brand on multibrand. 
 
Mr. Barreto: I got it, thank you, that was it. 
 
Operator: Excuse me. If you have any questions please dial star one. 
 
Mr. Thiago Borges: We received a question through the webcast basically asking about 
the gross margin, if it will stabilize for the rest of the year, and answering the question from 
a company called OCP basically the gross margin varies according to the channel mix for 
a company. We believe its stable nature when we look channel by channel there may be 
small variations.  
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An indicator that we analyze internally is the growth in gross profit more than gross margin, 
because there are actions that we carry out in detriment of the margin. I hope I answered 
the question that we received via webcasting. Thank you. 
 
Operator: Excuse me. Once again if you have a question please dial star one. 
 
Excuse me. Arezzo&co's conference call is closed. I will give the floor from Mr. Anderson 
for his final remarks. 
 
Mr. Anderson Birman: Once again I would like to thank you all for your participation. We 
are available at any time to make any clarifications you require. We are very motivated and 
engaged to achieve not only positive results for second quarter, but a very prosperous 
2011 for our company and we count on your support. Thank you very much and see you 
next time. 
 
Operator: Arezzo&co's conference call is now closed. We thank you all for your 
participation and have a good day. Thank you. 
 
 


