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International Conference Call 

Arezzo&Co. 

3rd Quarter 2015 Earnings Results 

November 6, 2015 

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

Arezzo&Co. conference call where the earnings of 3Q 15 will be presented.  

All participants are connected as listeners only in later on there will be a session of Q&A 

and instructions which will be given at that time. This call is translated into English and 

overseas participants may 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 of the financial market and current and potential 

shareholders. Any questions must be submitted to Approach, press relations, whose 

contact information is available on the company's website at www.arezzoco.com.br. 

This conference call and the slides are being streamed on the web and can also be seen 

on the company's website. 

In case any of you do not have a copy of Arezzo&Co.'s press release published yesterday 

Thursday, November 5 you can get a copy from the company's website. 

This conference call is being recorded and the recording is available on the website after 

the call is over. 

Before we proceed we would like to clarify that any statements made during this call 

regarding 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 the international markets and are therefore subject to 

changes. 

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

Alexandre Birman: Good morning everyone. It is a pleasure to share with you the 

earnings of our company for this quarter. I would like to greet our shareholders, investors 

and analysts that are listening to this earnings conference call. Today we have Thiago 

Borges, our CFO and Leonardo Pontes, our IR Manager. 

www.arezzoco.com.br
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According to our calendar 3Q is a transition between the summer and winter collections. In 

July we have concluded the sale for the winter collection improving the average markup of 

the collection. 

In parallel to that we presented the summer collection preview and August was a turn of 

the season when all the stores had just one collection. We always seek to engage our 

sales team disseminating the strategy for the brands in a very consistent manner with the 

purpose of always improving our execution. As an example of that we held a major 

national sales convention in the beginning of August where we presented the new trends 

and marketing initiatives for each brand in addition to motivational campaigns for 

management and sales force. 

In September through a new innovative system we held a training session via a 

videoconference with over 4000 sales clerks to improve sales conversion and improving 

our indicators at the end of the quarter. 

Now speaking about the Arezzo brand it is worth noting the highlights for the summer 

collection launch. The brand campaign starred one of the main actresses in vogue here in 

Brazil supported by a strong marketing communication plan where we highlighted… That 

was highlighted in the main communication media in the country with over 320,000 

mentions in the online environment. 

In addition to the campaign many visual merchandising actions were implemented such as 

new uniforms and store ambience creating a new atmosphere for the store. And in line 

with those initiatives we launched the Viva La Vida collection inspired by Frida Kahlo artist, 

which was exhibited in the Tomie Ohtake Institute and is worth taking a look at. 

Is it was excellently coordinated between product, consumer relationship, opinion leaders 

and specialized press which leveraged good sales results. 

And an important and transformational innovation was the online launch of the brand. After 

a long period of development and aligned with the franchise channel and the store is very 

happy with this omnichannel management model that also encourages sales in brick-and-

mortar by a modern and agile platform with very appealing layout and functionality 

reaching a great profitability among consumers and receptiveness. 

Now I would like to give you more details on the Schutz brand. We are following a strategy 

of a customized relationship with consumers and opinion leaders. We launched the 

summer collection Schutz My Name that brought in the customizations to shoes as well. 

An the invitation to this brand was a very creative idea: the customer is received their 

balloons with their initials on them, which created major buzz among social media. In 

addition to that My Perfect Pump initiative also leveraged the sales of pumps and 
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innovating in displays and the strong promotion of these shoes that are the icon of the 

Schutz woman. 

Now in relation to the Anacapri brand for the new summer collection the brand created 

partnerships with ambassadors that were aligned with the brand message involving 400 

regional opinion leaders all over the country. It consistently invested online in major 

websites and channels in addition to the web commerce channel which already accounts 

for 4.5% of its revenues. 

The brand is still developing the franchise channel and it opened 5 stores in the quarter 

totaling 61 in the country. 

The Alexandre Birman brand launched the resort 2016 collection highlighting the 

beginning of summer with products made from artisanal techniques with many details and 

very feminine silhouettes. The highlight of the brand is the success of the Clarita model 

which is used by renowned actresses and international models.  

In addition to that one year after the inauguration the new plant that is exclusive for the 

brand reached its production goals to guarantee a product supply that enabled an increase 

of 68.2% of gross revenues for the brand in the quarter with highlight to the exports 

channel. 

Now in the presentation on page 3 I would like to talk about the main highlights for the 

quarter. Gross revenue was 403.7 million BRL, a high of 6.5% YoY leveraged by the 

growth of own stores and web commerce in addition to strong exports. 

Gross profit increased 6.5% in 3Q 15 totaling 133 million BRL with a gross margin of 

42.2%. 

Ebitda was 49.7 million BRL in the quarter with a margin of 15.8%. 

Net income increased by 7.4% YoY reaching 36.1 million BRL with a net margin of 11.5%. 

To conclude the highlights of the period we opened 8 stores and expanded our sales area 

in 9.7% LTM. 

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

Thiago Borges: Thank you Alexandre, good morning everyone. Well now going to page 4 

and getting into the deep analysis of the results we have here on the left of the page that 

gross revenue of the company in the quarter reached 403.7 million, a growth of 6.5% YoY. 

YTD gross revenue reached 1.067 billion and that is an increase of 8.7% YoY especially 

due to the growth of 6.5% of the external market and also 5.4% of our domestic market. 

When we analyze the gross revenue by brand in the domestic market on slide five we can 

see that Schutz brand increased 11.5% in the quarter leveraged especially by the strategy 
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to strengthen the monobrand stores composed by franchises, owned stores and web 

commerce and the good performance of the handbag category. 

The brand Anacapri presented for the quarter a growth of 19.4% YoY leveraged mainly by 

the growth in the franchise channel and multibrand channel closing the quarter with 61 

franchises. 

The brand Arezzo reached 203.4 million revenue with the reduction of 3.4% on the quarter 

especially due to the strategy of the franchise channel of increasing the average markup of 

franchises through a lower level of markdowns and less surplus at the end of the 

collections. 

In this quarter the plant of Alexandre Birman brand celebrated its first anniversary and it 

continued to strengthen its international positioning through events with opinion makers. 

Now going to slide six we have here the gross revenue by distribution channel. We can 

see here on the left of the slide in our own store channels we had a growth of 15.7% for 

the quarter with gross revenues of 87.3 million for the period. The sales were triggered by 

the introduction of the brands Arezzo and Anacapri in the e-commerce channel. 

For same-store sales sell out and here including franchises, owned stores and web 

commerce we see here a reduction of 6.8% in 3Q. In relation to same-store sales sell out 

we should mention that during the winter collection there was a greater increase of sold 

products in full price compared with the previous year improving the gross margin of the 

network and reducing the number of surplus for sale and impacting negatively the indicator 

of the month of July. 

We see here also in the months of August and September a decrease in traffic at the 

stores measured by the number of tickets especially in the first fortnight of September. 

This was probably offset by one of the company's strategic pillars of having the right 

product at the right time at the right price with better replenishment of bestsellers and by a 

higher conversion rate thanks to the company's quick reaction in reinforcing sales 

techniques in the network. 

When we analyze the franchise channel, our main channel, we see a reduction of 3% of 

the quarter impacted mainly by the reduction of 8% of same-store sales sell in. 

If we talk about sell in sales or in other words those that we, Arezzo&Co., sell to franchises 

we see a reduction of the indicator for same-store sales because of the reduction of same-

store sales sell out and the strategy of the company to focus on the gross margin of the 

franchisee with the greatest markup and less surplus of the collections resulting in 

alignment and as SSS sell-in and SSS sell-out. 
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Well the quarter the multibrand channel reached an increase in revenue of 6.1% YoY 

reaping benefits of the strategy of the company in unifying the management of all brands 

that started 12 months ago. 

On page 7 we present the evolution of the number of stores per channel of distribution as 

we see also the sales area in square meters. We can also see that 46 stores were open 

LTM closing the quarter with 525 stores in total with 519 stores in Brazil and the sales area 

reached 36,000 m², an increase of 9.7% YoY. 

Going to page 8 now we can see the gross profit of the quarter that reached 133 million 

with a margin of 42.2% and the growth of 6.5% aligned with the growth of net revenue. In 

this quarter, different from the same quarter of 2014, agency representation expenses 

were included in Cogs instead of commercial expenses impacting negatively the gross 

margin but with no impact on Ebitda.  

That way excluding the expenses there was an increase in gross margin of 80 bps. We 

should also mention that the business model of the company is made in a way that the 

pricing systematics on main channels of distribution are stable, therefore the levels of 

margin of channels vary slightly. 

Still on this slide we can see the performance of Ebitda and as a can see here on the right 

side of the page for 3Q Ebitda reached 49.7 million with a margin of 15.8%. Excluding 

expenses related to the ERP of the company of 1.4 million and expenses for the provision 

for 3Q of 2 million we are talking an Ebitda increase of 3.2%. Ebitda YTD reached 120.8 

million with Ebitda margin of 14.4%. 

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

reached 36.1 million with the growth of 7.4% YoY and margin of 11.5. 

On page 10 we would like to comment the generated operating cash for the company in 

the quarter and as we can see this was 4.6 million reflecting a greater operating profit for 

the period impacted by the increase of working capital. The growth of 55.7% of exports 

channel that has a track record of a longer period for payment and demands a greater 

working capital and because of the economic context Accounts Receivable also was 

impacted because of the extension of payment date of some clients. 

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

4.7 million with a strong reduction of 62% YoY according to the guideline of the company 

to reduce investments in 2015. 

On the right of the page the company still has a net flow on the amount of 66.6 million and 

that shows a very conservative approach with a very reduced debt cost. 

These were or comments in terms of the results for 3Q for Arezzo&Co. and before opening 

to Q&A I would like to take this advantage to invite you all to participate in our Arezzo&Co. 
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Day that will be held next week November 12 in the city of São Paulo. It will be a great 

pressure to have you all with us again with all our team here and share our constant 

developments. 

We would like to thank the participation of all in this call and we are now open to Q&A 

thank you. 

 

Q&A Session 

 

Operator: Ladies and gentlemen we will open now to Q&A and to make a question please 

press star one and if you want to remove the question star two. 

And our first question Ruben Couto, Itaú BBA. 

Ruben Couto: Good morning everyone. I would like to hear more about the Arezzo brand. 

I think the performance as we can see here is explained by the dynamics of the brand and 

I want to see if there is any dynamics in terms of the franchisees or if you see there is a 

low performance in some regions, what do you see in terms of what is major and what is 

being done to really achieve that in terms of growth for the brand? 

Alexandre Birman: good morning Ruben this is Alexandre thank you very much for your 

question. You are right, the Arezzo brand is 55% of our revenue and so the results have 

greater impact on our consolidated result. 

So based on what this has already been clear we have a very heterogeneous process in 

our whole network all around the country. We are talking about over 400 stores and based 

on that we realized that street stores are 20% of our basis and we are having greater 

difficulty there especially in the South and Southeast regions. 

We do not like to say that there is any external aspect there; we always see that in house 

there is opportunity for improvement of performance but we definitely see that street stores 

have a greater impact there. 

And other than that since the brand is focused on social classes A and B some of our 

stores are in markets where there is mostly class B, social class B. So if we think about 

social class B in street stores that is where we see the greatest challenge. 

In terms of what we are doing I can tell you much is being done. If we go into the details 

here for the result of the quarter and we think about the last three months for July 

strategically speaking we had the sale with best discounts, better than what we had in the 

past because we had less surplus and so that means because we had a lower result that 

means that we had greater gross profit, which was our objective. 
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In terms of the second fortnight of August we still had good results really aligned YoY. 

After the first fortnight we had greater challenges in August and we see in terms of 

average ticket and so we started a strong initiative to really increase the traffic flow and as 

the peak of drop was the holiday of September 7 which was in the middle of the week, a 

lot of rainfalls and so we started a lot of actions from then on with the objective of really 

increase conversion. You know that the increase of traffic flow is something that is not that 

much at our reach, it is a medium and long-term action where you need to work on the 

brand reach. 

So we worked with the malls to really… Understood that there was a lower traffic flow for 

everyone. Our greatest goal was to make the sellers to convert and increase conversion. 

So we had a videoconference. It is a very modern system we have now and we had nearly 

4000 clerks on line, streaming online. It is a training that we call triathlon of Arezzo where 

we were able to really have many together when we talk about the three steps for 

conversion and also a very strong motivational initiative for conversion. 

Other than that we changed our display, window display strategy and as our goal we 

always wanted to have something very enchanting, a… new of the brand, the latest trend 

and that has the highest average ticket. We realized that consumers were seeking best 

value for money and different from what we see, which most of the market where they are 

usually on sale, we decided that that would not be part of our strategy because our sellout 

calendar would adjust allow that in the second fortnight of October and we did not want to 

affect our gross margin. 

So being able to really have an added value to the display on the window we had an 

initiative of a different window display called Arezzo Tem Quer Ter, or Arezzo You Must 

Have It, so we had all the parts that we considered an entry price, so we are talking about 

of each category entry price items with best value for money and so we you are talking 

about 99 BRL and up and 179 BRL was the highest price we had on display. 

So as of the second fortnight of September we had already a very interesting change, still 

a negative result but much better than what we had before from 15 August to 15 

September excuse me. 

So we had very also important initiatives in terms of what I said from our opening. So we 

had by the end of July already thinking about the sponsorship of the exhibition of Frida 

Kahlo, the Mexican painter, so we had a collection of products all tied in with this theme 

and we had a really a big opening on the Tomie Ohtake Institute and so an actress of 

Globo starred the whole process which had a really big audience, so it was really a big hit 

for us. 

And we had many models that really had it sold out and right after that we had an action 

with Giovanna Antonelli who is the lead person in our campaign, she is the model and she 
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was saying in the campaign that she used it for three years and she was crazy about the 

model, she used it all the way to its total wearing out. 

So she really gave a great testimonial about what goes on and we baptized it By Giovanna 

Antonelli and we had her name on it, so more than 25,000 items sold in the month of 

October with better results compared to September. 

So our strategy is one that has really an important effect and we were engaging our whole 

sales force and network to really pay attention so we can had better results thank you. 

Ruben Couto: thank you Alexandre that was very clear. 

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

Robert Ford: Thank you very much good morning everyone thank you for taking my 

question. There was a good growth in the multibrand and what did you do to sustain that 

gain in share? 

Alexandre Birman: good morning it is Alexandre speaking and I am going to start off with 

the brands and then Thiago will talk about how much to expect from the channel. So first 

of all there was a comparison still low compared to 3Q last year and 2015 was the 

consolidation, indication of the Management of sales in this channel with a single 

management, so we were able to increase cross-selling between the brands. We will give 

you further details about that in Arezzo&Co. Investors Day and I would like to once again 

invite everyone to go, it is going to be great for interacting. 

So in 2015 good results increasing our share of wallet; but we noticed that this channel 

was also is slowing down a bit and we started to sell to some stores that had already had 

credit concessions and so we eliminated some clients from the base. 

And in 4Q we should have more challenging results not following the trend that we had so 

far this year based on our strategy of having the liquidity in this - I am already going into 

Thiago's answer actually. 

Thiago Borges: thank you for your question. When we look at this channel and this 

channel does have the major rate of delays for the company, so it still has a larger rate of 

delays and in 3Q we saw an increase in relation to that and the number of days of 

Accounts Receivable was affected by that and I think we have already talked about some 

of the initiatives like credit and changing payment terms. 

So the multibrand clients that are late in their payments they changed their sales terms 

with us for cash payments or advanced payment when placing the order and so that way 

we can restrict… And we restricted the growth of the channel for the next quarter. We want 

sustainability of revenues and that revenue has to come with the payment. 
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So in our opinion it is not something huge; but it is something just mainly specific and 

some few clients that we really have to look out for them to keep it at that level. 

Alexandre Birman: because it is a scenario the changes every day, it is becoming more 

and more challenging. Sometimes sell in was very good but we might even have to restrict 

revenues and maintaining some products and inventory because we are not going to give 

products to store owners that are having a bad situation. 

So that could vary a lot in 4Q depending on the liquidity of the channel and the sales in 

November because that is based on high-summer sales. 

Robert Ford: thank you. Let us talk about the advances in that sense? 

Alexandre Birman: hi this is Alexandre again. So it is worth noting that we started our 

operations in September 2012 to use a store as a lab and we believe that the best test 

would be on-the-job so to speak, where we did not have any idea of the market, investing 

in consulting, in research, because we believe it would be… Instead of doing that we 

decided that the best way to do it is learning from our mistakes and that was many years, 

we have of our operations. 

And at the end of last year we took a very important step and we believe that it would be 

important to have someone with our management culture that really understood our 

business, really understood our creation cycle and products and they should live in New 

York. 

 So it is an important thing about having one of the executives working on our stores there, 

and since February he has been New York living there and was able to put into practice 

some of our important pillars based on the assumption of our products, having the right 

products at the right time.  

 So there was working with merchandisers, stylers and focusing on product. So we 

developed some products with the purpose of making it an icon for the Schutz brand and 

one of the models has reached almost 3000 items sold in one store. 

And then also the store went through a renovation. This person that when down there to 

manage the operation decided that the layout was not adequate for the operation and so 

we renovated the store; it was closed for almost 20 days between February and March 

and since then the strategies have brought in great results. 

Another thing is we could be resilient and although… Well you are always in New York and 

you know that this year the temperatures are very easy-going in the fall and sales around 

three digits and that is making us feel very secure about deciding how the second stage of 

steps would go. 
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I want to emphasize once again that on November 12 on Arezzo&Co. Investors Day we 

are going to talk about the second phase of testing in the North American market, thank 

you. 

Robert Ford: thank you Alexandre and congratulations. 

Operator: our next question from Irma Sgarz from Goldman Sachs. 

Irma Sgarz: Good morning Alexandre, good morning Thiago. I would like to go back to the 

receivables. So 13, 14 for noncurrent. That is a limited number of franchisees? Could you 

elaborate more on that, about what you expect? 

And what kind… What do these franchisees need in terms of financing? Are your financing 

their working capital? What is it? Is it helping them with capital to expand their stores? 

Maybe they would open new points of sales? I would like to understand the nature of this 

assistance or new terms in credit that you are giving to them. 

And in addition to that the provisions that you made in this quarter about 2 million once 

again for the receivables should we expect that… How would that line behave from now 

on? And then after that I have a question. 

Thiago Borges: thank you Irma this is Thiago speaking, thank you for your questions. I 

believe you summarized the understanding very well, it is very similar to ours. So 

throughout 3Q we had some specific negotiations with some clients - and most of them our 

franchisees - where we had to grant a receiving level higher than 2 months and so in that 

end we had to reclassify that cost of 2 million in the long term. 

It is a very specific case, six of them represent 85% of that amount. The chain has very 

heterogeneous earnings in relation to working capital and the reason this happened well, 

what we see is that working capital management and to support the growth that the 

business had be it through expending their stores or even points-of-sale or managing their 

teams, their P&L in the store, or even investing in new businesses which in the end 

impacted ours.  

So we have been working very close to all these cases strengthening the negotiations with 

additional guarantees to the ones we already have in the franchisee agreement so we do 

not increase our exposure. 

Based on that scenario of more difficulties that we noticed and to remain them with one-

time payment and since as a conservative model we decided to increase the provision of 2 

million to bad debt. These clients need more working capital in the short term and we are 

making up additional guarantees and balancing out this purchase flow to their actual 

payment capabilities to try to reduce losses. 
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In the short term the scenario is worsening. We could increase our provisions for bad debt; 

but we are constantly reviewing the credit limit for each client connected to their actual 

payment capability to limit those losses. So we are working so that that does not even 

more provision and that actually turns into a loss - but I believe that is a very opportune 

moment to be very conservative. 

Irma Sgarz: just a follow-up question: the guarantees do have any coverage, any hedges 

about the noncurrent 13, 14 million? 

Thiago Borges: the math that we do with the franchisee is that when they sign the 

franchise agreement they have three months of credit based on the approval that they 

give, based on the approval. After that limit we receive a guarantee of limit over 3 million. 

So out of the 13 million that went to noncurrent most… 

Irma Sgarz: thank you. Another question about exports. In terms of the new exchange 

rate do you see any new opportunities or are the opportunities increasing based on that 

entering other markets? So I would like to know your update on that. 

Have you seen any important impact to your product lines because of the exchange rate? 

And if that is helping you out in any way. 

Alexandre Birman: hi Irma this is Alexandre thank you for your question, I will cover the 

topic on exports. Over 50% is in volume of pairs of shoes sold. We did not reduce our 

price and so we have an increase of gross margin that is very interesting in the channel 

and that even shows us one of the main pillars of our business, which is being and 

multibrand company with relevant brands not focused on one single brand and being 

multichannel. We exported over 10% of our revenues this quarter. 

So we see a good opportunity for growth. We are focusing on… One of our efforts is in 

South America and I will give you some examples: there is a chain in Chile called Ripley 

and they have Schutz and Arezzo in their stores with almost 200% growth, 50,000 pairs 

this year, excellence sellout results. 

Another in Argentina. Although it is difficult to import over there but it is a very traditional 

retail chain called Grimoldi, they also have Schutz and Arezzo brands. So we are taking 

advantage of these new markets, increased the distribution of our brands and we believe 

that in addition to that more investment - and in the end they are expenses with travel and 

being a part of trade this could also leverage the sales volume. So we have a good share 

in South Africa. The climate is… Favors us there, it is very favorable, it is very similar to 

Brazil and in the Middle East as well and Europe, Portugal, Spain and Italy. 

In addition to that that are specific imports that part of our strategy where we have almost 

zero investment in G&A but in the short term we can have some experimental results. It is 

the sale of our models with third party brands into international retailers where you have a 
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good composition of gross margin even though the price in dollars is a bit lower than the 

average that we export; but in the short term it would be an opportunity as well. We are… 

our objective is.. Investment on our side. So that could be a great opportunity as well to 

leverage our sales in the short term. 

Irma Sgarz: this last example is like white labeling for the two brands internationally right? 

Alexandre Birman: yes. The big difference is that using our own modeling and that 

means that we would not have investment on it. I am talking about our own products with 

the brand of third parties. 

Irma Sgarz: thank you very much. 

Operator: our next question HSBC. 

Richard Cathcart: good morning Alexandre. Could you explain a bit more of the e-

commerce performance for all three brands and if you have any data in terms of what you 

see for the quarter? And also in terms of the recent launch of Arezzo what is the feedback 

of both franchisees and customers? 

Alexandre Birman: hello Richard thank you for your question. I will start by the second 

part in terms of the Arezzo brand. As you said it was a long process. It was over a year of 

development of the platform and aligning with our franchisees. 

And I need to really congratulate our management team of the e-commerce of the Arezzo 

brand where we did not have any type of stressful situation; actually we had a very high 

adherence of all our franchisees in this new channel and this has already brought us great 

benefits for the brick-and-mortar stores. 

Once again I would like to say that it has been really a great moment and also invite 

people to our Arezzo Day when we will be able to explain this better next Thursday and we 

will have the positive results not only in terms of franchisees but also in terms of the sales, 

which we are already reaching nearly 80,000 BRL/day already being the main store for the 

Arezzo brand and there is a great potential for sales. 

If you think about 80, 90 million BRL/month when we talk about other stores and in e-

commerce we are talking about this not even being 3% of the brand in sellout of the 

monobrand and so for the multi brand it is less. So there is good results there with great 

opportunity of growth as well. 

If we talk about the Schutz brand the e-commerce shows that it is close to its maturity 

level. We have already celebrated the first year and the new platform presenting positive 

results but not close to 20%, 40% of what we had - but we are talking about very positive 

in terms of the growth of the handbag category that increased also for the Anacapri which 
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is nearly... We are talking about in two months of operation, so definitely it is the best in 

the network. 

So we are talking about a very strong platform, a robust platform and a very big team to 

work on it and really with some important yields become when it comes to e-commerce it 

is not only about sales but profitability, and profitability in this channel shows a great figure 

and an increase, so totally different from most of the online retailers in Brazil and around 

the world. 

And I would like to talk about the online service also. We believe that in the online world 

you have a great opportunity or risk of retention or rupture of customers because service 

becomes essential. So we have a very strong customer service structured and we will 

release some of the works that we are having and our team is really one to congratulate. 

So it is a channel that we feel very confident about that, we are on the right path and still 

with a lot of opportunity for improvement and growth. 

Richard Cathcart: thank you Alexandre. 

Operator: we would like to remind you that for questions just press star one. 

Our next question comes from Goldman Sachs, Irma from Goldman Sachs. 

Irma Sgarz: we have one more question about Accounts Receivable. I would just want to 

make sure: six clients which were the ones of the noncurrent figure so I just want to see 

the level of stock. I know they are franchisees so I am sure there is a visibility in terms of 

the level of stock that they have and I just want to confirm with you that the level of stock 

that they show, of the six clients, just really understand what level it is and if you consider it 

to be a very healthy stock level, thank you. 

Thiago Borges: hello Irma this is Thiago again, thank you for the question. Well the level 

of stocks for these franchisees is suitable because one of the first actions that we go 

through when we see that the franchisee is having some problem with working capital is 

trying to understand the stock level and to do that you are able to take action. 

One is to have the franchisee just get their stock on sale so they can generate working 

capital and we can support them somehow; the other one is accept the giveback of these 

products since we have outlets as well. So they are not ideal situations, but when we are 

talking about an issue like that we can make this high stock level become for instance 

credit. So what we can say for now they are at a suitable level for these franchisees and 

the big challenge ahead is not the past stock but the future one in terms of the capacity of 

purchase. 

Alexandre Birman: I would like just to explain a little bit more about that part. We have a 

great option because we are very appealing franchising process, I mean we have been 
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more than 12 years as the top award for franchising Brazil and we have new entrants to 

our network. 

So in some situations we have a change of the operator and that has brought in a good 

results. In some cities where we had that taking place we see new operators with a new 

mindset, a new management in the business and that also is an initiative that we have 

been working with and it has been very well executed and it is bringing really good results 

in the long-term. 

Irma Sgarz: thank you. 

Operator: We will close now the Q&A session. I would like to pass the floor to Mr. 

Alexandre Birman. 

Alexandre Birman: Well thank everybody for your participation in this call. The result 

against shows the flexibility and consistency of our business model and we have as one of 

the main pillars the multibrand strategy and multichannel strategy, and although we are 

talking about the greatest challenge in the environment we have dedication to strong 

works really having the right product at the right price at the right time at the point-of-sale 

and optimize the level of expenses and have sustainable results to really keep on our 

focus in being the leader in the shoe market and handbags market and the feminine 

accessories market in Brazil. 

We are coming to the end of the year, one of the most important moments for retail and I 

would like to emphasize that the change of the dynamics in the products to be delivered 

brings to us less advanced oriented focus and so there is an increase to really focus on 

the need and expectation of our consumers. So the idea is to really dimension right the 

level of stocks in our network. 

So would like to invite you all to learn about the new collection launch for the high season 

this summer. We will have incredible products showing the latest trends, I am sure we will 

enchant you all. 

We would like to make sure you understand that we are open to questions and interactions 

and I would like again to reemphasize Thiago's invitation to take part on the Arezzo&Co. 

Day that will start on November 12 and it will be really a great pleasure to have you all 

there and it is really a great opportunity for interaction with our own team. 

Thank you very much. 

Operator: The Arezzo&Co. teleconference comes to an end. Thank you very much for 

your participation and have a good day. 

 


