
 

 

 1 

Luxottica Group conference call transcript 
date: September 1, 2014 

CORPORATE PARTICIPANTS: 
Alessandra Senici  
Enrico Cavatorta 

 
______________________________________________________ 
This transcript is provided by Luxottica Group S.p.A. solely for reference purposes and is 
believed to be a reliable record of the conference call. Information presented is current 
only as of the date of the conference call and may have subsequently changed to a 
material extent. Luxottica does not intend to update information included in this transcript 
which could be considered outdated due to the passage of time or for other reasons and 
expressly disclaims any obligation to do so. Investors and other viewers of this transcript 
are encouraged to review Luxottica’s regulatory filings and other material information 
which it discloses from time to time to the public. 

 
Alessandra Senici  
Good evening everyone and thank you for joining today’s call. I am here with Enrico 
Cavatorta, until today our General Manager and CFO. 
 
During the course of today’s call, certain forward-looking statements may be made 
regarding our future financial performance or future events. We wish to caution you that 
such projections or statements are based upon current information and expectations and 
actual results may differ materially from those projected in the forward-looking statements. 
You can read more about our forward-looking statements in the press release issued 
today which is available on www.luxottica.com. We also refer you to our filings with the 
SEC and Italian securities authorities. 
 
As you have seen in today’s announcement, we are introducing a new organizational and 
management structure at Luxottica. It will feature a co-CEO model, based on distinct areas 
of responsibility respectively for Markets and for Corporate Functions. Enrico Cavatorta 
has been appointed CEO of Corporate Functions. A CEO of Markets will be named shortly 
but in the interim this role will also be held by Enrico. As part of the change, and by mutual 
agreement, Andrea Guerra leaves as Group CEO. He has made a very valuable 
contribution to the Group over the last 10 years and is leaving the Company in excellent 
shape. 
 
I will now hand the call over to Enrico Cavatorta. 
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Enrico Cavatorta 

Thank you Alessandra, good evening everyone. Thank you for being with us tonight. This 
is a conference call which is quite different from our usual ones. 

Since its foundation Luxottica has been a growth story, leveraging different drivers for 
development across businesses and geographies. In order to continue to follow this 
growth trajectory and exploit new opportunities in a dynamic and challenging environment, 
the Board of Directors, led by our Chairman and founder Leonardo Del Vecchio, has 
decided to introduce a new organizational model, based on shared leadership, and has 
given me the responsibility for assuming the co-leadership role and implementing the new 
model, driving Luxottica to a new phase of development behind a clear growth strategy. 

Andrea Guerra leaves as Group CEO. I would like to thank him personally and on behalf of 
the Company for his contribution to the Group over the past ten years, during which we 
have worked together side by side. He has done a great job, as evidenced both by the 
strength of our results and our growth as a business over the period.  

But I can say with confidence that the most important asset of Luxottica is its highly 
professional, skilled and competent management team that has contributed to make 
Luxottica a world leader in eyewear as you all know. This team of managers is more than 
capable of seizing new opportunities and facing the challenges that lie ahead.  

We now believe it’s time to make a further, big step to put in place the necessary 
foundations for a new phase of growth and development, a phase that is consistent and 
coherent with the Company’s existing strategic vision and direction.  

However, with our expectation for continuous growth in both traditional and new 
distribution channels, and with our expansion into new geographies, come new 
complexities and challenges as well as new opportunities that we need to tackle. 

And this new phase of growth is no longer suited to a single leadership role. It requires a 
new governance model, based on a redefined leadership, with clear responsibilities, areas 
of expertise and focus. And therefore, the evolution to a co-CEO leadership structure with 
distinct and complementary responsibilities will ensure stronger management of the Group, 
which has rapidly increased its size, complexity and global presence over the years as you 
all know.  

With our new management structure the CEO of Markets will focus entirely on ensuring 
that our potential across developed and new markets, geographies and distribution 
channels is realized. At the same time, this change will also allow us to look more closely 
at profit margins, cost management, capital allocation, and at how we can balance our 
objective of growing revenues with becoming even more efficient. As CEO of Corporate 
Functions, I will assume the responsibility of guaranteeing this balance and leading the 
Company in this direction.  

It is important to remark that we are not changing the strategy that has brought us so much 
success over the years. We remain fully committed to investing in the business for 
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sustainable long-term growth but we will have an increased focus on efficiency and on 
return on investment, to maximize value for our shareholders.  

We will continue carefully managing our brand portfolio and are investing to boost 
wholesale and retail synergies, which will enhance portfolio visibility across geographies 
and generate additional sales. Our distribution structure is constantly evolving and we 
have already identified new markets in which we will have direct distribution over the next 
few years. At the same time, as you know, we are also focusing on more innovative 
distribution channels, such as e-commerce. 

The search process for the CEO of Markets is ongoing and we expect to be able to 
communicate the name before too long. In the meantime, under the leadership of our 
Chairman and with the help of the entire management team, we will remain resolutely 
focused on achieving our targets and objectives. 
Pending the arrival of the new co-CEO, I will manage the Group to the best of my ability 
and following the vision and strategy that I have just outlined.  

The results of the business so far are encouraging. The trend in the third quarter to-date is 
consistent with the first half of the year and we are able to confirm our expectations for 
year-end results in line with the objectives we set and communicated at the beginning of 
the year. We will work in the coming months to set objectives and an operating plan for 
2015, which will as always be challenging and consistent with our three-year plan. 

So, it is true to say that we are making a change at a time when the company is 
performing extremely well. But this is a competitive and dynamic environment and if we 
stand still we will be left behind and that is not an option for us. Leading and growing 
through change is in our DNA. 

Luxottica is a very successful business with a great history and a great future. We are now 
moving into a new phase and we have excellent growth prospects and opportunities to 
leverage across our markets.  

This change in our structure will allow us to execute our strategy in a more creative, 
dynamic, focused and effective way. 

Thank you for listening. I am now happy to take any questions you may have. 

Q&A session 

OPERATOR: We will now begin the question and answer session. The first question is 
from Mr. Antoine Belge of HSBC. Please go ahead sir. 

ANTOINE BELGE: Hi, good evening, it’s Antoine Belge of HSBC. Actually, I’ve got one 
question. Can you elaborate a little bit on the disagreements between Mr. Andrea Guerra 
and the main shareholder? There has been a lot of speculation about possible a merger 
with Essilor, but more importantly I think you mentioned several times information about 
the strategy, about the distribution and I remember that in the past the strategy in retail 
was to still focus on emerging markets but more recently some assets have been up for 
sale and more in Europe. So maybe there was a disagreement about becoming a more 
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sort of direct competitor to your wholesale division. So, if you could say a few words on 
that that would be great. Thank you. 

ENRICO CAVATORTA: I would say the disagreement was more about different views 
on the organizational structure and model that is best suited to move Luxottica to a third 
phase of growth rather than on strategy. Given the complexity of Luxottica and given the 
opportunities that we have in front of us, the Board, not just Mr. Del Vecchio, but the Board 
and the shareholder are of the view that we now need a different organizational model with 
shared leadership, with more people that can contribute value and ideas and with different 
sets of expertise and focus rather than having only a single leader at the top of the 
Company. And on this there was clearly disagreement between the Board and the 
Chairman and Andrea Guerra. So, that I think is the main reason.  

Essilor was not a point of disagreement. As a matter of fact, basically the views on Essilor 
were the same between Mr. Del Vecchio and Andrea and the Board was in agreement 
with their views as well.  

Regarding the strategy on distribution, as I said Luxottica is not changing its strategy. I can 
confirm that we will continue to increase our distribution in wholesale and in retail, clearly 
in different markets.  

Wholesale, we have already identified a number of markets in the emerging areas where 
we will have more direct distribution in the next few years, mainly in Southeast Asia.  

In retail, I can confirm the strategy of growing our sun retail presence all across and our 
optical retail presence in the emerging markets. And also, [I can confirm] that we are not 
interested, as we have never been, in expanding our optical retail presence in Europe. So, 
we are not interested in pursuing acquisitions of assets for sale in Europe related to the 
optical retail business. 

ANTOINE BELGE: Just one follow up sir, on Europe, not in optical but in terms of I think 
a chain that is more dedicated to sunglasses, I mean would this be an option? 

ENRICO CAVATORTA: As I said, the expansion in sun retail and of Sunglass Hut also in 
Europe in certain selected locations like travel retail or certain department stores has been 
part of our strategy and we will continue to pursue that part of our strategy. 

ANTOINE BELGE: Thank you. 

OPERATOR: The next question is from Daniel Hofkin of William Blair. Please go ahead. 

DANIEL HOFKIN: Good evening. I apologize, my call dropped kind of right at the 
beginning of the first question. So I did not hear. This may be kind of repetitive and if it is, 
please let me know. It relates to the co-CEO structure, which is not that common and you 
see it from time-to-time, but it’s not that common, could you just help us understand even 
for a Company as large and complex as Luxottica, why you felt that this was the 
appropriate structure versus someone to oversee the entire Company with divisional 
leadership under it? That would be my first question. 
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ENRICO CAVATORTA: As an organizational model, there is not a right answer, I mean 
they can both work and again very often depend on the people that are working and 
interpreting the roles. So, an organizational model with a single CEO clearly can work as 
well as an organizational model with co-CEOs. It really depends whether the people at the 
helm of the Company are suited to the different roles. I would say that a co-CEO model, 
even though not as common as the other model, can work clearly with the right people that 
are able to join forces and to focus on their respective areas of expertise. So in that regard 
clearly that model can work with the right people, but not all people are suited to work at 
their best in that kind of model. And clearly, Andrea Guerra is an excellent Manager. As a 
single CEO of the Company and he doesn’t think that he can be as excellent in a co-CEO 
leadership role. So probably it is a combination of model and people that are working in 
that specific environment. The Board and Mr. Del Vecchio felt that we need a change in 
order to continue our strategy and given the complexity [of the Company] the previous 
model, the model that we had so far, was no longer suited for a third phase of Luxottica’s 
growth and, thus, a different model with different people is better suited. 

DANIEL HOFKIN: Okay, thank you. And then, I guess did you already discuss if there 
was a debate or a disagreement on certain things? Did you discuss what the nature of 
those items were? 

ENRICO CAVATORTA: I am not sure I got your question. If we discussed the nature of 
which kind of disagreements are you talking about? 

DANIEL HOFKIN: Well, I think so, reading your press release today, the discussion 
about the debate that had been going on between Mr. Del Vecchio and Mr. Guerra just 
regarding the strategy of the Company. I was just curious if you already provided any 
discussion regarding what the nature of the debate was. 

ENRICO CAVATORTA: Yes. The debate was more on what was the right organization 
and people that we need in order to drive Luxottica into the next phase. And so, what was 
the better organization rather than on fundamental differences in strategy that was not 
there. 

DANIEL HOFKIN: Okay, thanks. And again I apologize if my questions were repetitive. 

OPERATOR: The next question is from Bassel Choughari of Berenberg. Please go 
ahead. 

BASSEL CHOUGHARI: Hello, good evening. I have three questions please. The first 
one on the co-CEO who is supposed to join: I would be happy if you can help us 
understand if you are looking at both internal and external candidates. And would you 
envisage to have someone from the Board, like the son of Mr. Del Vecchio, joining as co-
CEO. The second question is, I remember Andrea used to often talk about the fact that Mr. 
Del Vecchio was often asking him when he would reach the 10% net income margin, is 
that going to become more of a focus now? And my last question is, can you give us some 
information on what Mr. Del Vecchio plans to do with the shares that he is going to acquire 
from Mr. Guerra? Thank you. 

 



  

6 

 

ENRICO CAVATORTA: The candidate for the CEO of Markets will be an external one, 
so it will not be the son of Mr. Del Vecchio. This is a search that is being conducted by 
Egon Zehnder; our Human Resources Committee, the Chairman and myself are involved 
in this search. So, it will be an external candidate in order to have the right combination of 
an internal manager that guarantees a continuity, and that’s me, and an external candidate 
that will bring to the Group new and fresh ideas.  

In terms of the targets, 10% net income margin has always been a target and clearly I can 
reconfirm that is the target. And, since I‘ve just said that there will be a renewed focus on 
efficiency and profit margins, clearly I have a personal goal of achieving that target, the 
sooner the better, but at the moment we have not changed explicitly our operating plan. 
Clearly, we are going to work on the operating plan for 2015. We will start basically in the 
coming weeks and we will communicate what will be the targets for 2015. 

In terms of shares Mr. Del Vecchio has agreed with Mr. Guerra to buyback the shares that 
Andrea owns, but I don’t know what Mr. Del Vecchio is going to do with them, I think he is 
going to hold them. I don’t think he is going to sell them because he prefers to avoid a 
straight sale on the market. So, clearly it doesn’t make any sense that he does the same. 
So my expectation is that he will hold those shares in his holdings. 

BASSEL CHOUGHARI: Thank you. 

OPERATOR: The next question is from Paul Swinand of Morning Star. Please go ahead 
sir. 

PAUL SWINAND: Good evening, it’s Paul Swinand from Morning Star. Thank you for 
your patience in answering all the questions. I just wanted to ask about, in your prepared 
remarks,  you mentioned a renewed focus on return on investment, is there anything 
specifically you’d like to call out, where you think you could make improvements in the 
return on investment equation? 

ENRICO CAVATORTA: Anything specific that I would like to disclose today. There are a 
number of areas that we will look at with renewed scrutiny in the next weeks, a number of 
them. Clearly, I am not saying that in the past we did a bad job, because I am the first to 
have done a bad job, but I think there are certain areas where we can do a better job both 
in terms of costs in some of our structures, costs in certain geographies or opportunities 
for synergies between our business divisions that could be exploited at a further level. 
There is not just a single area. There are a number of them, and I think we will prepare an 
operating plan and that plan will be disclosed with specific targets in due time, because 
clearly that will be part of our planning for 2015. 

PAUL SWINAND: Okay, thank you. And just along those same lines, I know you’ve 
grown by those acquisitions you had in the past and many of those have worked out 
handsomely. Can you comment at all on the price of acquisitions and how you would think 
about that in the ROIC equation? 

ENRICO CAVATORTA: M&A will remain a part of our strategy. Luxottica will continue to 
seek acquisition opportunities as part of our growth strategy, as well as organic growth. 
Clearly, the balance on return on investment will be applied as well to M&A. So, clearly, we 
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will pursue acquisition opportunities only if the value, the price paid and the synergies we 
can obtain from integrating those acquisitions generate an appealing return on investment, 
otherwise we won’t close those deals. 

PAUL SWINAND: Great. Thank you very much and congratulations on your position 
and best of luck. 

ENRICO CAVATORTA: Thank you. 

OPERATOR: The next question is from Mr. Luca Solca of Exane. Please go ahead sir. 

LUCA SOLCA: Yes hello, Luca Solca from Exane BNP Paribas. Congratulations Enrico on 
your appointment. I praise the renewed focus on return on invested capital. The first 
question on that is, I wonder if that could be more efficiently coming from the operations 
and manufacturing side of things. I was reading in your press release that this portion of 
the Company is going to report to the Executive Chairman, to Mr. Del Vecchio himself, and 
from what I understand this is going to be outside of the scope that you in the medium 
term will be responsible for and also outside of the scope of the Markets CEO for sure. So, 
I was wondering if this could potentially be a source of return on invested capital 
improvement. 

ENRICO CAVATORTA: So my straight answer is yes. The fact that on a temporary 
basis Operations will report to our Chairman and also, let’s acknowledge, that also this is 
due to the fact that we don’t have the second CEO. So, clearly that is also one of the 
reasons why Operations is temporarily reporting to the Chairman, but this doesn’t mean at 
all - and knowing our Chairman you can be sure about it - it doesn’t mean at all that 
Operations will not be part of our search for additional efficiency. So, in any case, the fact 
that Operations will report to the Chairman doesn’t mean that I will not be involved. Of 
course, I will be part of the strategic thinking and I will be part of defining the plan for 
Operations as well, and so the search for efficiency will be done 360 degrees throughout a 
the Company. 

LUCA SOLCA: Thank you, Enrico. On the second point, is there any change of focus and 
any change of priority within the M&A agenda that you referred to in the past, you referred 
to the opportunity of acquiring brands as well as retail chains. I wonder if in the new course 
this changes in any way or the other. And then, additionally for the sake of clarity given the 
amount of speculation that was in the press in the past few days, if you could reemphasize 
and explain what is the common ground that both you, Mr. Del Vecchio and Andrea 
Guerra stand on as far as the Essilor issue? Thank you. 

ENRICO CAVATORTA: M&A priority will not change. We are looking at opportunities 
again both in the retail area and in the brand portfolio. So, there is no change in those 
priorities because of these organizational changes, they will remain unchanged. Clearly as 
I said, the M&A activity and M&A opportunities will be pursued provided that the price paid, 
the synergies developed and in the end the return on investment for those M&A deals and 
M&A targets is consistent with our strategy. 

In terms of Essilor, a potential deal was explored from both sides more than a year ago. It 
was at least one-and-a-half years ago and in the end there was a common thinking 
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between Mr. Del Vecchio, Andrea, myself and the Board, it was shared with them, that 
there were not the right conditions to go ahead with the deal. But, again as I said at the 
beginning of this call, Essilor was not one of the areas of disagreement between the two. 

LUCA SOLCA: And you continue to find that, there is no change on that side. 

ENRICO CAVATORTA: There has been no change so far. 

LUCA SOLCA: Okay. Well, thank you very much indeed Enrico. 

ENRICO CAVATORTA: You’re welcome. 

OPERATOR: The next question is from Ms. Chiara Battistini of J.P.Morgan. Please go 
ahead madam. 

CHIARA BATTISTINI: Hello I’m Chiara Battistini from J.P.Morgan. Just a couple of 
follow up questions really. One on the dividend policy: the dividend payout has remained 
quite constant for the last few years, so I was wondering whether this change of 
management would look to step-up the dividend payout going forward. And then just a 
question on the CFO appointment, I guess you are looking for a new CFO. So, I was 
wondering whether you are looking already and if you are looking both internally and 
externally or just externally, please? Thanks a lot. 

ENRICO CAVATORTA: I would say our dividend payout policy depends on our financial 
strategy and financial leverage more than on our management change, and I think we 
already commented that in the past quarters. Given the progressive deleveraging of our 
Group, clearly there is space for an increase in dividend payouts on a permanent or 
temporary basis, I would say it could even be an extraordinary dividend or a permanent 
payout, and this will be discussed by the Board. And, as I mentioned in the past, given the 
level of deleverage we are at today, I would say it is more likely than not that there would 
be a dividend payout increase. But again, this depends on our financial strength more than 
on this management change.  

In terms of the CFO, yes we will appoint relatively shortly a new CFO. There is a 
succession plan in the Company that was started many, many years ago. So, we have a 
very valid internal candidate to succeed and to take the position of CFO. This will be done 
in due course, but in the relatively short term. 

CHIARA BATTISTINI: Thanks a lot. 

OPERATOR: The next question is from Julian Easthope of Barclays. Please go ahead 
sir. 

JULIAN EASTHOPE:  Hi, good evening and can I also add my congratulations Enrico on 
your new role. I’ve clearly come back from holiday incredibly dopey because everyone 
seems to have gotten on the call before me. But I do have two questions. The first one is 
regarding the Chairman. Just can you explain if his role is going to change materially 
between what he has been over the last 10 years and now? Is it going to be much more 
hands-on and how hands-on has he been in the past, because I’ve assumed that he was... 
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although he obviously had a major contribution, it was more of a hands-off role. And the 
second question and it’s come up on the tapes, that at the press conference you were 
talking about a 7% long-term growth, I assume that is revenue, and would you still expect 
two times - your rule of thumb - to count moving forward? Thank you. 

ENRICO CAVATORTA: The role of the Chairman will change in the coming weeks and 
months until our organizational model is fully in place. Clearly, we are now missing the 
second co-CEO and even when the new co-CEO, since he is an external candidate, will 
be on board, clearly it will take a little bit more time in order to get him fully on board and to 
allow him the time to get to know our Company. So, during this transition period clearly Mr. 
Del Vecchio will have a more present and active role here in the Company. He will not 
manage our operations day-by-day. He is not and will not become an Executive Manager, 
he will only be with us more than he has done in the past 10 years when Andrea Guerra 
was on board in order to help the transition, help me and also provide help to the new co-
CEO when he joins the company. So he will have again the role of a guide and he will help 
us with his strategic vision as he has done in the past, but I would say it is a little bit more 
than what he has done in the past, but he will not become an Executive Manager or be 
involved in daily operational activities.  

In terms of 7% growth, you are probably referring to an interview that Mr. Del Vecchio 
gave, for sure that refers to revenue growth not the bottom line. And I think with that as we 
said, as we have proven in the past three, four, five years clearly our bottom line with the 
top line growth can grow much more. So, our rule of thumb I think will remain valid also for 
a number of years to come. 

JULIAN EASTHOPE: Fantastic. Thank you so much. 

OPERATOR: We have a follow up question from Bassel Choughari of Berenberg. 
Please go ahead sir. 

BASSEL CHOUGHARI: Hi, just coming back on Essilor, when you say that you had a 
discussion a year-and-a-half ago and you didn’t find the right conditions, can you help me 
understand what could be the right conditions and what was the stumbling block on that 
discussion? Thank you. 

ENRICO CAVATORTA: Well, I am afraid I cannot give you much more color on this. 
Clearly there are some confidentiality issues that we need to respect. So, that was an 
opportunity that was analyzed, but…really it is one-and-a-half years old, so it is not on the 
table today. I prefer not to disclose further details on exactly which was the condition that 
was not working for us. 

BASSEL CHOUGHARI: Sorry, if I can ask, was it a financial or like an operational 
disagreement? 

ENRICO CAVATORTA: No, I think it was not just one, it was a combination of conditions 
involving both financial and operational aspects and I would say shareholding governance. 
So it would have been a very complex deal, so clearly the reasons for disagreement were 
just more than one. 
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BASSEL CHOUGHARI: Thank you. 

OPERATOR: The next question is from Mr. Domenico Ghilotti of Equita. Please go 
ahead sir. 

DOMENICO GHILOTTI: Good afternoon. I have a question still on return on investment, 
should we assume hearing your comments that some of the projects currently run by the 
Company have a lower than acceptable level of return on investment? And so, you are 
going to prune some of these projects and in particular if you can comment on Google 
Glass that has been reported as one of the reasons for the disagreement? 

ENRICO CAVATORTA: Let me start from the last, because Google Glass is not one of 
the reasons for the disagreement and Google Glass will not be dismissed. On the contrary, 
we are very committed to continue our journey with Google, and so we will continue as 
planned Google Glass. So this is not an example of a negative area of disagreement.  

In terms of return on investment, there were, without naming specific projects, areas of the 
business or geographies or expansion that were dilutive, and in terms of profit margin this 
is well acceptable if the dilution is short-term. But probably in certain instances they 
became a kind of long term dilution and we don’t want those to continue. 

DOMENICO GHILOTTI: Okay and should we assume that the distribution of excess 
cash is another way to improve the return on investment? 

ENRICO CAVATORTA: Well clearly, I mean clearly this is a possibility. As I said, our 
financial deleverage allows us to increase our dividend payout. So, this discussion will take 
place at the Board level. It already took place at the Board level this year in February when 
we decided to maintain our dividend payout unchanged, but clearly this discussion will 
come up again in one of the next Board meetings. 

DOMENICO GHILOTTI: Okay. Thank you. 

OPERATOR: The next question is a follow up from Mr. Daniel Hofkin of William Blair. 
Please go ahead. 

DANIEL HOFKIN: Yes, actually just a follow up and I think you just addressed it a little 
bit in your response to the prior question. So, when you talk about dilution being potentially 
acceptable in the short term from an acquisition, could you maybe help us understand, you 
know if before that it two or three years, is it now one to two years, is that kind of how you 
are thinking about it? 

ENRICO CAVATORTA: I was not just specifically referring to an acquisition. It can also 
be a kind of organic growth expansion or number of stores opened or renewal of a brand 
license or expansion of the collection. There are a number of areas, geographies, 
businesses where you can look for efficiency and where you could say the detail of that 
business is dilutive as compared to the average. So, this is what we look at. It’s not just a 
question of timing, so there is not a kind of golden rule saying that the dilution is 
acceptable for first 12 months and then it’s dead. Clearly it depends on the business, retail 
or wholesale, they have different time of returns in terms of lifecycle. What I meant is, in 
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those instances where we see that the chance to increase profitability (and so to reduce or 
to eliminate the dilutive effect of that specific business) is low, we will prefer to cut the 
issue rather than to continue to have the issue on board hoping for a future cure. 

DANIEL HOFKIN: Okay. And so, when you are comparing in each case, you are 
comparing at the overall company level of profitability and return, correct? Rather than 
retail versus wholesale? 

ENRICO CAVATORTA: Yes, exactly. We will look at, I mean, there are certain retail 
businesses that are more profitable than are certain wholesale markets. So, it doesn’t 
mean that if you do belong to retail you are less profitable than wholesale. No, I mean 
looking at the data in details, clearly there are retail chains that are very profitable and 
there are some wholesale markets or geographies that are less profitable. So, we will look 
at both of them extensively. 

DANIEL HOFKIN: Okay, thanks. Congratulations and best of luck in your new role. 

ENRICO CAVATORTA: Thank you. 

OPERATOR: The next question is from Mr. Alberto Checchinato of Fidentiis. Please go 
ahead sir. 

ALBERTO CHECCHINATO: Hello, good evening. Just going back to the focus on 
return on investments, given that you have a very large portfolio of proprietary brands, 
your higher focus on return on investment means also that you will probably prefer or 
privilege organic growth in your own brands rather than pursuing new licenses or not 
renewing expiring licenses going forward? Thank you. 

ENRICO CAVATORTA: Well, as a matter of fact, we have done both. In the past we 
sold one of our minor proprietary brands, because it was no longer profitable. And also we 
have not renewed some of the licenses because they were too small or less profitable than 
others, so clearly this will continue. So again as I said, this is not a dramatic change in 
strategy, it is a renewed focus. So, if in the past sometimes we have tolerated to maintain 
on board not necessarily brands or licenses but, in general, areas of the business with low 
profitability, in the future we will be more severe with ourselves. And so, we will apply the 
same strategy as before, not necessarily will we privilege the proprietary brand portfolio at 
the expense of licenses. There are potential efficiencies in both. Today, the split is 70% 
proprietary brands and 30% licenses. So we want to maintain our license portfolio. But 
clearly, we will continue to have good maintenance of our license portfolio. So you will 
continue to see minor licenses that will not be renewed and hopefully you will see new 
licenses with better growth prospects and profit prospects joining our Group. 

ALBERTO CHECCHINATO: Thank you. 

OPERATOR: There are no questions registered at this time. 

ALESSANDRA SENICI: So, thank you all for joining the call and as usual later today and 
in the following days the Investor Relation team is available for any follow up questions. 
Have a good evening. Bye-bye. 


