
Announcer- Good morning ladies and gentlemen, thank you for standing by and welcome to 

the earnings release for the fourth quarter of 2013 of Arezzo & Co.  

All participants are connected just as listeners and leaving the floor open for Q&A when we 

will then give you the pertinent instructions.  

We have simultaneous translation into English and you can ask your questions normally 

wherever you’re connecting us.  

If you require the help of an operator please just dial asterisk zero.  

We remind journalists and press professionals that this is an exclusive teleconference for 

shareholders, potential shareholders and professionals in the financial market.  

Please, address your questions to Approach, the press relations company and you have the 

contacts at www.arezzo&co.com.br.  

This teleconference with slides is also being broadcast over the internet also accessible 

through the website. If you don’t have a copy of the release that was published yesterday, you 

can also get in the website of our company.  

Also this teleconference is being recorded and the audio will be available on the website after 

conclusion. 

Before we move on, I would like to clarify that any statements made during this 

teleconference regarding perspectives and outlooks, projections, operational goals and 

financial guidance regarding growth, are simply forecasts based on the expectations of the 

Board regarding the future of Arezzo & Co.  

These expectations depend on the internal market conditions, the performance of the 

economy of the country, and international markets and as such subject to change.  

I now would like to give the floor to Mr. Alexandre Birman. Please Mr. Birman, you have the 

floor. 

 

Alexandre Birman - Good morning to all of you who are following our teleconference. Here 

with us we have our CFO, Thiago Borges, and our Manager of Investor Relations Leonardo 

Pontes.  

Before we comment on the details, I’d like to just have a balance of 2013.  

Even with a very challenging scenario we are still focused on consolidating our leadership in 

Brazil. We have made great effort to gain market share, and we have sold more than 10 million 

pairs in the year. Even with a more challenging scenario than we initially estimated in the 

beginning of the year, we have a growth in volume and we believe that this is a very healthy 

growth because we increased the number of consumers. There are some isolated questions 

that impacted 2013, as cancelling the license of some multibrand stores with the objective of 
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strengthening our monobrand stores. Also in 2012 we had very great revenue from a single 

item which are the sneakers. The result reflects our sustainable growth strategy in the long run 

by maintaining the appeal of our brand, even though this may bring us an impact in the short 

term.  

With the objective of maintaining our profit margin even with slower growth, we have adapted 

our expenses, and we have the EBITDA which is really in line with previous years. We’re still 

investing in projects that will bring us future growth as we roll out of Anacapri for franchisees, 

putting in a new platform in web commerce, strengthening the mix of handbags and the shoes 

brand, and the most challenging of our projects: the pilot operation in the US. If we exclude 

this pilot project the EBITDA margin would have been 17.9% compared to 17.4% in 2012, so 

0.50 bps which show the operational leverage of our business. Our expansion targets were 

met; we opened 59 new stores, 12 extensions and 9 refurbished, with 20% growth in our sales 

area.  

In 2013 the Arezzo brand, our key brand, developed a new supply methodology with changes 

in the distribution and the frequency of delivery of our products according to their lifecycle. An 

important milestone was the new model of service which we call internally the E-showroom, 

which allows us to access a larger number of products in less time, reducing the lead time for 

purchase and increasing the agility, we bring our products, the right products at the right time 

to our stores, and at the right price. Also, franchisees can follow the mix of products adjusted 

based on the profile of each store.  This brings us better feedback on sell-out, more frequency 

of bestsellers in stores and more assertiveness in the collection. Another important point is the 

periodic refurbishing of the layout of our stores, so that consumers always have a very fresh 

experience of purchasing, and today we have a layout that allows us to increase by 50% the 

amount of products that are exhibited in the same sales area.   

By the end of 2013 we have had already 25 stores, like for example, Salvador opened a new 

store that has the new layout, and we had a growth of more than 20% in the stores. The 

Schutz brand diversifies the products and channels and it’s ever more present in consumers’ 

minds. Since we have this lifestyle associated with it, we’re really increasing our investment in 

handbags, with new collections that segmentation of the channels, to better serve our final 

consumer, and this category is now 11% of the sales.  

Web Commerce channel represented 6% of the revenues coming that is 23.4 million and 137% 

growth in relation to 2012. We also have very great presence in social media, we have 1.2 

million followers on Facebook, and it was recognized as the fashion brand that is most active in 

Instagram, where we have more than half a million followers.  

We prepared to also to expand our potential of the online sales by improving our technology 

platform and we intend to expand that to the other brands. The Schutz brand is also 

developing this pilot operation, and it is still in the fact-finding phase and this is also a learning 

experience for a possible expansion in the American market. It’s also important to mention 

that this investment has a strong marketing effect since it strengthens the branding of Schutz 

also in Brazil, and so when we have a corner in very prestigious department stores, and the 



anticipation of the feedback that consumers have because of the difference on the category of 

collections, serves also as information for more assertiveness in our collection for the Brazilian, 

for Brazil.  

In the past winter we had a very strong sales of a sneaker model, a much differentiated 

product, and we brought this model in Brazil and it is today one of the bestsellers. The 

Anacapri brand is good example of a pipeline of long term initiatives. It’s a greenfield project, 

since its creation five years ago, it has matured as a value proposition mapping the target 

consumer and structuring, we have also structured sourcing with the layout of the stores, and 

this is an all-new project, very efficient and generating very positive experience for consumers 

since the products are really out on the sales area, this speeds up service to consumers. In 

China, we’ve seen Anacapri’s brand as being very uncomplicated. Since November/December 

we have had a very strong volume of sales. The efforts of our team in managing multichannel 

businesses like Anacapri and in 2013 we opened 15 new franchises.  

The Alexandre Birman has been increasingly recognized worldwide as a brand of design and 

exclusivity.  In 2013 a showroom was opened in New York, strengthening the international 

distribution to 30 countries and we also had a highlight in the first class day in the Paris fashion 

week, being the only Brazilian brand to be present in many department stores.  

In order to integrate our value chain we are implementing a new ERP. We have a dedicated 

team and the planning was started in mid-2013 and we expect to go live in January 2015. It’s 

called internally project 2154. It will allow for greater integration between the different 

processes and data of Arezzo&Co and consequently greater agility in decision making, 

improving planning and management of routines and results. We also have a consulting firm 

that is supporting the capacity building of our team to better utilize information and also starts 

to work on some internal gaps for better results. All depends on the group maintaining 

consistent communication and a marketing plan with a set of actions that work, well planned 

and well carried out, to bring us closer and closer to our consumers. Our brands have constant 

on-line presence, and they stand out in the fashion communications in terms of its 

communication and engagement in the social media. We’ve had more than 200 exhibits in 20 

cable TV, impacting more than 3 million people, one hundred inserts in transmedia, 180 pages 

in the key titles that specialize in fashion, more than 1300 exhibitions in fashion editorials, we 

work with press relations, and we’re very close to consumers and fashion producers.  

Another important filler is our relationships with opinion makers, like actresses and celebrities, 

bloggers who are very important in releasing and communicating and disseminating new 

products and new brands. Especially the Arezzo brand was chosen by Interbrand as one of the 

25 most valuable Brazilian brands. It is the only brand that had no investment in broadcast TV, 

so it shows that we really generate differentiation and value into consumers.  

 

We understand that the central pillar of our strategy is the talent of our team, so we’re 

launching new programs to attract and retain talent. The objective is for them to have a career 

with us. Our first trainee program was a success with more than 5000 candidates. In 2013 we 



launched a program called the Talent Program, for associates who want to grow in their career 

with us. It’s like a selection program for trainees but focusing on the talents that are already in-

house, affirming our culture of thinking as the owner, we really want to have this engagement 

of the people. We have done one hundred twenty eight thousand hours of training, which 

means we have continuously development for our people as we prepare for the challenges of 

this year.   To us, a match, a goal that we match is simply a base to launch a next goal, that’s 

why motivation and confidence are important. I would like to thank you for attention and now 

I give the floor to Thiago to continue this presentation. We will be available to answer your 

questions and to have your interaction. Thank you. 

 

Thiago Borges - Thank you Alexandre. Good morning everyone. We will start our presentation 

on page 3. So we would like to talk about the main highlights of the fourth quarter and the 

year 2013. About financial highlights, our net revenue was 963 million in 2013, a growth of 

11.9% compared to 2012. In the 4th quarter it was 257.6 million, a growth of 1.9% as compared 

to the previous year. In 2013 the extension was 0.50% in our gross margins, 44.2 a year. So as a 

consequence of this we had a growth of 17.5% a year, reaching the point of 159.5 million, with 

a margin of 16.6%. End of the quarter, our EBITDA was 43.6 million, a reduction of half a 

percent in comparison with the previous year, with a margin of 16.9. Now, our net profit has 

reached 110.6 million, with a net margin of 11.5 and a growth of 14.1 in comparison to the 

previous year. End of quarter, our net profit was 32.7 million with a 3.4% growth. We finished 

the opening of 59 stores, 27 from Arezzo brands, 17 franchises of Schutz and 15 franchises of 

Anacapri, which started its rollout in Brazil.  

Going now to page 4, we see that the growth of revenue of the company in the last quarter 

was 331.4 million, an increase of 1,3%, and a good performance in the external market.  

Considering the full year, Gross Revenue reached 1.2 billion, a growth of 11.1% against 2012, a 

growth of 9.4 % in the internal market.  

Now please open slide 5, where we have our gross revenues in each distribution chain. You can 

see our monobrand, showing our quarterly revenue and what was accrued over the year. The 

franchise, which is our main distribution channel, showed a growth of 8% in the quarter and of 

13.8% in 2013. This was due to the inauguration of 61 stores in the last 12 months, which 

balanced the true potential of franchisees with healthy levels in our company’s inventories. It 

was seen that in that year the sales were of 2%, which was in  line with same store sales of sell-

out and franchises of 2.2%, which shows that our company is most focused on sell-outs. The 

own stores showed a growth of 3.9% in this quarter, which was  a gross revenue of 291 million 

a year, and our sales area grew 11.7% in comparison with the previous year. The sell-out grew 

14.3% in that quarter, while the sales in the same stores of sell-out had growth of 2.5% in that 

same period.  

 



Would you point out that in every month of the quarter we had sell-out, positive sell-offs for 

same store sales and as anticipated the sneakers presented only 3.7% of sales for the fourth 

quarter, which really reduced the impact of the baseline. Also the web-commerce is not 

included in the same store sellout, if we do that the indicator would have a positive effect of 

80 basis points.  Multibrand sales grew by 1% accrued in 2013, a reduction of 20% in the 

quarter given to the growth of the monobrand, Schutz brands, which allows for greater control 

of the purchasing experience, exhibition of products, and including satisfaction for final 

consumers. 

Continuing the process which started last quarter, multi brands lost their licenses so we 

preserve the branding of the Schutz brand. This impacted the growth of the channel since it 

represents more than 60% of the revenues. We believe in the importance of this channel, it is 

strategic, to capture new clients, grow share of wallet, and in 2014 given the smaller base of 

stores we might have a slightly, only slightly, greater sales than in 2013.  

On page 6 we break it down by brand. Arezzo, our key brand, grew 1.6% based on the previous 

year, 8% in 2013, given specially franchises and multibrand.  

In 2013 was a brand developed these supply methodologies for better distribution along these 

lifestyle products.  

Schutz had a reduction of 5.2% in the quarter, especially because of this strategy move of 

cancelling the license of some multibrand stores. Accrued in the year, 402.5 million, and 

growth of 12.9%. Since we opened the new project of the store in the 3rd quarter, we 

expanded very intensely with 67 new stores, and 8 expansions in retail outlets. We invested 

heavily in social media, with our CRM, web-commerce grew 136.8% with sales of 23.4 million.  

In the quarter, Anacapri grew by 34% especially because of the greater number of monobrand 

stores and multibrand channels. With the gross revenue of 41.3 million we started to rollout 

the franchise and we closed 2013 with 15 stores.  

The Alexandre Birman brand is still developing its brand, reinforcing branding with 

participation in international events with opinion makers.  

If we move on to page 7, you see the evolution of stores, we have 458 stores altogether, 449 in 

Brazil, 9 abroad, 31,800 sq meters of total area as you can see,  increasing by 20% compared to 

2012. we opened 29 new stores, 13 Arezzo, 5 Schutz, 11 Anacapri.  

If we move on to page 8, you see the growth graphic, 114.2 million, a growth of 44.3%, and a 

margin growth of 2.2%. This is in line with the same period of 2012.  

Our business model is such that the pricing system is stable so the levels of margins have very 

little variation. Accrued in the year, gross profits of 426 million, with 44.2% margin, and a 

growth of 13.3% in comparison to 2012, and one half percent above what we had in 2012.  

In the same slide you have the EBITDA performance, as you can see we have 43.6 million, a 

reduction of half a percent, and the margin of 16.9%. We should notice that we are working 



very hard to better adapt the levels of expenses to the new growth rhythm. We have really 

contained expenses in line with the levels we had in 2012. Accrued over the year we have had 

159.5 million EBITDA, a margin of 16.6%, growth of 17.5% regarding 2012. If we exclude non-

recurring expenses the EBITDA would be grown 10,9% and EBITDA margin would be practically 

the same as 2012.  

If we exclude the pilot operation in the US, we would have an increase of 50 basis points, 

which shows that we are expanding our margins. Moving on to page 9, we have net profit of 

32.7 million, a growth of 3.4% compared to the same period of the previous year, net margin 

12.7%, expansion of 20 basis points regarding the 4th Quarter of 2012.  

Net profit of 110.6 million, growth of 14.1%, closing with a net margin of 11.5%.  

Moving on to pg. 10, let’s talk about operating cash generation, which as you can see is 14.1 

million, we should point out that we have had no changes in payment terms, but the 

concentration of sales at the end of the period required more working capital. Over the year 

we have generated more than 71.7 million operating cash.  

On page 11 on the left we see a CAPEX of 13.1 million, accrued in the year 43.8, very specially 

because of greater investments in IT for a new transactional system. On the right you see total 

indebtedness of 98.4 million, in line with our financial policy, which is very conservative, with a 

very low cost. These were our comments in terms of our earnings, and I would now like now to 

thank everyone and give the floor to Alexandre for his final considerations. 

 

Alexandre Birman- Thank you Thiago. It is worth reminding that the last quarter is always a 

very important sellout moment due to the summer collection coming out, and the holidays. 

Now the first quarter of every year is marked by closing that summer cycle and the winter 

collection coming into our network. So, in early March we close the summer collection with 

healthy working levels in our network, and we have already changed all of the displays in our 

stores. It’s too early to talk about the development of this collection in the stores, but due to 

our strategy that includes a national convention for all sales in the network, changing the 

entire store environment, highlighting our salespeople, uniforms, visual merchandising, 

packaging, and a strong and traditional media communication plan and on my media as well as 

a great event launching the entire network, we had great results in the first few days. Arezzo 

was in four cities in an event with Alessandra Ambrosio, a top model, and Fernanda Lima. So it 

was a great success for these days. Lastly, as you could see, by summarizing, 2013 was a year 

of many realizations with the great diligence in executing the main strategic plans for the 

company.  

Arezzo had a new model for supplies and we implemented a new store layout, in the short 

spread we developed the web commerce channel and the handbags category, our operation in 

the US, it strengthened the franchise channel, and Anacapri which started a new a store 

project and can open 15 stores in the franchise channel , starting to rollout, it seems to be a 

great growth opportunity for the company, and Alexandre Birman continues investing in 



strengthening its’ branding in the main international markets, and there are several internal 

projects focused on improving our operational efficiency. 

 

Our investors’ relations policy reflects our strategy to be a transparent and dynamic company. 

We participated in 11 conferences with investors in Brazil, the US and Europe, and we have 

received in our stores, showrooms and offices hundreds of investors throughout the year. In 

October we had the third edition of the Arezzo&Co. Day, an event that gathered 

approximately a hundred investors in our headquarters in Campo Bom, in the city of Rio 

Grande do Sul, to provide a deeper vision of our business model and as well as the main 

strategic directive and to actions with our members in our company which is very important 

for them.   So, we would like to invite you to the fourth edition, which will be in October this 

year in São Paulo. 

 

We have a very strong team to continue to find growth opportunities in our market, we have 

people who are passionate for what they do, and we want to give them many growth 

opportunities in our company.  

 

So we would like to invite all of you to visit our stores, to see our winter collection and maybe 

shop some item. So I would like to open for questions and answers, and we are available for 

any questions you may have. Thank you. 

 

Ladies and gentlemen, we are now starting our Q and A session. In order to ask the question 

kindly dial asterisk one, to remove your question please press asterisk two. 

 

Our first question comes from Mr. Alan Cardoso from Safra Bank. Mr. Cardoso, please 

continue. 

 

Alan Cardoso- Good morning, I actually have two questions: the first has to do about this 

qualitative feedback on the new supply model on the part of the company and also from the 

franchisees; my second question, what was the first quarter in terms of the US operation 

especially in terms of the winter collection? 

 

Alexandre Birman-: Thank you for your question. It’s really a pleasure to talk to you about this. 

About the GTM project, we started last year; we have had excellent results so far, especially 

more generically it is important for us to manage our supplies in the network.  



Until the beginning of 2011, we had more than 60 systems in points of sale, so when we had 

our IPO, over this year, we evolved in our control of the sales of the models regarding each 

one of the stores.  

With this, we can actually see what’s going on for decision making. Also with the reading of the 

sellout, we can develop collections that are better fitted. The lifecycle of the products are 

different for continued sales products that we call daily or substantial.  We started to resupply 

automatically in 2012, and we boosted our revenue to up to 17% of the sales, which usually 

represented 10%. We created two areas that we find very important for our future: planning 

and merchandising. Today, from that time we were so much connected to the commercial 

area; merchandising is a culture between product engineering and commercial areas and sales, 

so we can really filter collections and also plan this vision of sell-out, they can also align the 

inventories of the whole network, working on the different product mix. We saw this in figures 

so we had a turnover 10% above what we had last year and also our summer collection had 

the leftover or much inferior in terms of shoe and other items, so this project has really 

improved over time and we believe it is fundamental for a franchise business. Managing 

supplies is really a backbone of our model. About the US, it’s a very challenging product, as we 

said, we believe it will require great dedication but also bring very positive results in the long 

run.  For the winter collection we still don’t have the results, we don’t have a single retail 

outlet on Madison Avenue, but this was a very, very cold winter and in general this affected 

outdoors that are on the street. We have these summer collections coming out,  great 

percentage of our sales has made two of the items, the store has been very busy, so we’re 

confident that the results will be improved, and  that we can correct our trajectory bringing 

the right products for the American  market.  This is really a pillar for us to find a formula for 

the US, and when we find the right formula it will make the difference.  

 

Alan Cardos- Thank you Alexandre.  

 

Announcer - Our next question comes from Mr. Tobias Stingelin from Credit Suisse. Please Mr. 

Tobias, good morning. 

 

Tobias Stingelin- The number of projects you have, I see that you have a lot of interesting 

things going on, that will probably come to turnover in the next months. Maybe if we consider 

2014, can you tell us what you can see in terms of growth for Arezzo, for Schutz.  

We know that you have some clear strategies for qualifying your licensees and we know that 

this had an impact last year and will also impact the first semester of this year, so can you help 

us understand this process of Schutz, of repositioning in multibrand or when you see. And for 

Arezzo, when do you expect to see recovery, and, because I think Arezzo’s growth has been 

rather reluctant.  



 

Alexandre Birman- Thank you Tobias. Let us then talk about our projects. More specifically we 

have three projects that are focused. Two of them will generate a positive impact this year and 

another one that is still maturing. The rollout of Anacapri, we have a guidance that is very 

positive, we are confident that we will probably do better than the guidance, we have had 

excellent results and we will keep investing in alternatives for Anacapri. Another project that 

we have and I think that will be positive in the long run, and with positive impact in 2014, is 

what we call the OMNI project. It’s a platform, we have a team that is dedicated to it, and we 

have like a new company within our company, with independent management, as if it were a 

franchise that manages our brands. We have a technological platform that is of excellent 

quality in my opinion, which can help us build our website and show your products to 

consumers, we’re very confident in our logistics, we invested heavily in 2013, and I think we’re 

very well prepared to meet our demand, so we believe this pillar will bring us excellent results. 

And the third as I mentioned with the US project we’re on learning curve, and having many 

new insights. I personally am very happy with what we have learned, and we have been using 

the feedback even in our collections in Brazil. Talking about growth, short term growth, as you 

mentioned, we believe that  Arezzo showed healthy growth in, last year. If we turn to 2012 we 

had like 5 to 7% of the total revenue, and I think this is extraordinary. We know that we had to 

create and develop a multimedia, but this phenomenon affected all companies in footwear, 

not only in Brazil but worldwide, and this impacted our growth curve. So in 2013 I think we had 

healthy growth especially because we have equalized sell-in and sell-out. We finished our 

summer collections, and in many cases we improved our stock-out, so we’re very confident 

that the health of the network is very important to Arezzo, it’s one of the pillars of our 

franchise pillar. For 2014 we expect to expand the extension of our new architectural projects. 

We have had three new stores in the first quarter, we have a strong pipeline of refurbishing, 

area expansion, renovation, we’re opening on Monday the 24th our new store on Oscar Freire 

street, and I would like to invite you all to come see this new store, it’s going to be the largest 

one we have in the network, and we dedicated a lot of time and effort. We will have the 

official opening on the 31st of this flagship in this very elegant street. So we will have another 

investment wind up in the way that we manage supplies in our franchised stores and I believe 

this brand can still have a long run growth in the low teens digits. 

 

In terms of Schutz, the Schutz brand had to make a decision, and I think this was a positive 

idea. We opened a very large number of stores in 2012 and 13, and in some cities the 

multibrand stores did not have the necessary qualifications to work with us, so monobrands 

were the only option, so we did not have much of a choice. But where the standards and the 

ambience that we want to the consumers not to buy shoes but to buy the image, so we could 

not really impact that, so in some cases we still have monobrands and multibrands, but I think 

that Schutz has to find this. We’re not having any effect on the next quarter, but later this year 

we will see a stronger growth I believe, when we finalize this. We also invested in the product 

mix, so the project I think shows the reality; we’re on a very soft curve. We’re improving the 

layout for the Schutz and you see that when we have greater exhibit of handbags we have up 



18% of the sales. We also want to renovate the layout and the furniture of the stores in the 

Northeast to focus, to highlight our handbags, and I think that this brand is really pulling 

growth in March, I think there is great on-line acceptance and we believe that this will also 

help us grow more in the Schutz brand.  

 

Tobias Stingelin- Alexandre, thank you. 

 

I know you talked a little bit about this first quarter, I understand the new collection is hitting 

the stores now and has been very well received, but I’m talking about the 4th quarter. You had 

minus 5 from sell-out in Q3, 2.5% in the fourth quarter, you have an improvement, but when 

you look at the sales of Arezzo it was 2% of a quarter, in spite of the expansion. So how do you 

explain that, was the franchisee concerned about the macro scenario, was it a bit more about 

inventory , was it a little bit more conservative, can we see something better for this first 

quarter? I’d like to understand a little bit, I know it is difficult to draw conclusions from one 

quarter, but if you have 1% growth, 2 % growth for Arezzo, how should we interpret this 

curve? When you compare, if you’re buying a little bit more this quarter, regarding the 4th 

quarter, so what is your projection and thank you once again. 

 

Alexandre Birman- As we mentioned the idea was to balance level of inventories with sell-in 

and sell-out. So when we were finishing the deliveries for the 4th quarter, our objective was to 

deliver the inventories in line with what the franchisee was telling us and in the beginning of 

the launch of summer, August, September, the results were not what we expected, so our 

objective was to have smaller inventories in the 4th quarter, not to overburden our franchisees. 

We talked about the fact that 2014 January and February had good sales. March we had the 

effect that changed the dynamics of Carnival that impacted. But right after Carnival we see a 

recovery in Arezzo, in the first days, and I believe that we will close with a positive 

performance for Q1. About the growth of the brand and the sell-in I think that in Q1 we see a 

recovery that is stronger than we saw in 2013. 

 

Tobias Stingelin- Thank you Alexandre.  

 


