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We will always remember 2020 for the 
personal and professional challenges it posed, 
but also for the solidarity, determination, 
resilience, and courage of many.

The health emergency has changed the 
world and, as a result, also Companies and 
how these approach their business. The 
Covid-19 emergency and the lockdowns 
imposed in several geographies during the 
first half of the year significantly affected the 
Group’s business, causing a contraction in 
both revenues and margins.

The industry we operate in was forced to 
rethink schedules and priorities. 
This was an overdue and useful exercise: 
for Salvatore Ferragamo, it made us even 
more aware that we must make a fresh 
start by putting sustainability at the center 
of our strategy.

We have reimagined our way of working, 
putting the health of our staff first and 
striving to ensure everyone can work 
safely. Technology has allowed us to 
continue meeting, and the Ferrragamo 
teams have showed great dedication and 
willingness. I am grateful to our people for 
the passion and sense of belonging to the 
brand that they have showed even at the 
most challenging times.

Letter from the 
Chairman
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As the health emergency swept over us, 
we took action to support associations and 
healthcare entities in the fight against the 
pandemic. Among other projects, we helped 
the Italian Red Cross with the renovation of 
Florence’s Fraticini Hospital, and supported 
the Tuscany Region by donating 50,000 
units of hand sanitizer and pledging to 
manufacture and donate over 100,000 masks 
through our contract manufacturers.

That said, the pandemic did not sway us from 
our commitments. 

We continued our partnership with the Meyer 
Foundation, supporting newborn screening 
activities and the planned expansion of the 

Children’s Hospital in Florence. At such a 
particular and challenging historical moment, 
we made a point of supporting the young and 
research efforts, which are key to a fresh start.

In 2020, in line with the commitments of the 
Fashion Pact, we were the first Italian luxury 
company to set science-based targets to 
reduce our direct and indirect CO2 emissions 
by 42% by 2029. This commitment makes 
us proud: a heartfelt thanks to all the teams 
that worked together to define the targets 
and dedicate themselves every day to 
achieving them.

Our history has taught us that at challenging 
times, we can find solutions in creativity and 

innovation: this vision has guided us also 
during this year as we discovered alternative, 
regenerated and circular materials for our 
collections. From organic silk to regenerated 
nylon yarns, from recycled post-consumer 
cashmere to certified leather, we are 
combining creativity and experimentation 
with the same enthusiasm that colored my 
father’s work.

The experience of our supply chain, comprised 
of world-class artisans, has allowed us 
to continue providing our customers with 
products that are the pinnacle of Italian 
quality, beauty, and comfort. And we want to 
start again from our products.

Before the pandemic, our company had 
been working to consolidate its positioning, 
investing to bolster its digital presence, 
optimize physical stores, and communicate 
in a way consistent with the values that 
have always defined us. The pandemic has 
reinforced our vision, and we continue on 
this journey by focusing on the long-term 
strategy: we believe the key to the recovery is 
continuing to believe in ideas, commitment, 
and creativity, without ever forgetting our 
history and heritage.

The main lesson we have learned is that 
the power of collaboration allows to grow 
and innovate, always responding positively 
to change. 

Ferruccio Ferragamo
Salvatore Ferragamo S.p.A. Chairman
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* Non-operating company

Group structure

European companies North America companies

Centre and South America companies Asian Pacific companies Japanese companies

Note

99.73%

100%

Salvatore Ferragamo S.p.A.

Ferragamo Parfums S.p.A.

Ferragamo Austria GmbH100%

Ferragamo France S.A.S.100%

Ferragamo U.K. Limited100%

Ferragamo (Suisse) SA100%

Ferragamo Monte-Carlo S.A.M.100%

Ferragamo Retail Nederland B.V.100%

Ferragamo Belgique SA100%

Ferragamo Deutschland GmbH100%

Ferragamo España S.L.100%

Ferragamo USA Inc.100%

S-Fer International Inc. 100%

Sator Realty Inc. 100%

Ferragamo Canada Inc. 100%

Ferragamo Mexico 
S.de R.L. deC.V.

0.27%

Ferragamo Chile S.A.99% 1%

Ferragamo Argentina S.A. 95% 5%

Ferragamo Brasil Roupas e 
Acessorios Ltda.

99% 1%

Ferragamo Japan K.K. 71%

Ferragamo Korea Ltd. 100%

Ferragamo (Singapore) Pte Ltd. 100%

Ferragamo (Thailand) Limited 100%

Ferragamo (Malaysia) Sdn. Bhd. 100%

Ferragamo Moda (Shanghai) 
Co. Ltd.

75%

Ferragamo Retail India 
Private Limited*

100%

Ferragamo Australia Pty Ltd. 100%

Ferragamo Retail Macau Limited 75.2%

75%

Ferrimeg Limited

Ferragamo Retail HK Ltd.100%

Ferragamo Retail 
Taiwan Limited

100%

Ferragamo Fashion Trading 
(Shanghai) Co. Ltd.

100%

Ferragamo Hong Kong Ltd. 100%
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Group description
As at 31 December 2020, the Salvatore Ferragamo Group consists of Salvatore Ferragamo S.p.A. (Parent company) and the following 
subsidiaries – consolidated on a line by line basis – in which the Parent company holds majority stakes, both directly or indirectly, and 
which it controls.

Salvatore Ferragamo S.p.A. Parent company, owner of the Ferragamo and Salvatore Ferragamo brands, as well as of numerous other figurative and shape-
based trademarks; it undertakes production activities and it manages the retail distribution channel in Italy as well as the 
wholesale channel in Italy and abroad, and acts as a holding company.

EUROPE 
Ferragamo Retail Nederland B.V. It manages directly operated stores (DOS) in Holland
Ferragamo France S.A.S. It manages directly operated stores (DOS) in France
Ferragamo Deutschland GmbH It manages directly operated stores (DOS) in Germany
Ferragamo Austria GmbH It manages directly operated stores (DOS) in Austria
Ferragamo U.K. Limited It manages directly operated stores (DOS) in the United Kingdom
Ferragamo (Suisse) SA It manages directly operated stores (DOS) in Switzerland
Ferragamo Belgique SA It manages directly operated stores (DOS) in Belgium
Ferragamo Monte-Carlo S.A.M. It manages directly operated stores (DOS) in the Principality of Monaco
Ferragamo Espana S.L. It manages directly operated stores (DOS) in Spain
Ferragamo Parfums S.p.A. Licensee of the Ferragamo and Ungaro brands for the production and distribution of the fragrances product category

NORTH AMERICA 
Ferragamo USA Inc. It distributes and promotes products in the USA and acts as a sub-holding for North America (USA and Canada)
Ferragamo Canada Inc. It manages directly operated stores (DOS) and the wholesale channel in Canada
S-Fer International Inc. It manages directly operated stores (DOS) in the USA
Sator Realty Inc. It manages directly operated stores (DOS) in the USA and real estate assets

CENTRAL AND SOUTH AMERICA 
Ferragamo Mexico S. de R.L. de C.V. It manages directly operated stores (DOS) and the wholesale channel in Mexico
Ferragamo Chile S.A. It manages directly operated stores (DOS) in Chile
Ferragamo Argentina S.A. It manages directly operated stores (DOS) in Argentina
Ferragamo Brasil Roupas e 
Acessorios Ltda.

It manages directly operated stores (DOS) in Brazil

ASIA PACIFIC 
Ferragamo Hong Kong Ltd. It distributes and promotes products in Asia and acts as a sub-holding for the Chinese area (Hong Kong, Taiwan, PRC)
Ferragamo Australia Pty Ltd. It manages directly operated stores (DOS) in Australia
Ferrimag Limited Sub-holding company for the Chinese area (Hong Kong, Taiwan, PRC)
Ferragamo Fashion Trading (Shanghai) 
Co. Ltd.

It manages directly operated stores (DOS) and the wholesale channel in the People’s Republic of China

Ferragamo Moda (Shanghai) Co. Ltd. It manages directly operated stores (DOS) in the People’s Republic of China
Ferragamo Retail HK Limited It manages directly operated stores (DOS) in Hong Kong
Ferragamo Retail Taiwan Limited It manages directly operated stores (DOS) in Taiwan
Ferragamo Retail Macau Limited It manages directly operated stores (DOS) in Macau
Ferragamo Retail India Private Limited Non-operating company
Ferragamo Korea Ltd. It manages directly operated stores (DOS) and the wholesale channel in South Korea
Ferragamo (Singapore) Pte Ltd It manages directly operated stores (DOS) in Singapore 
Ferragamo (Thailand) Limited It manages directly operated stores (DOS) in Thailand
Ferragamo (Malaysia) Sdn. Bhd. It manages directly operated stores (DOS) in Malaysia

JAPAN
Ferragamo Japan K.K. It manages directly operated stores (DOS) in Japan
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Main Stock Market indicators - 
Salvatore Ferragamo S.p.A.

Official price as at 30 December 2020 in Euro 15.86

Minimum price as at 16 March 2020 in Euro (1) 9.498

Maximum price as at 10 January 2020 in Euro (1) 19.52

Stock Market capitalization as at 31 December 2020 in Euro 2,677,009,400

Number of shares making up the share capital as at 31 December 2020 168,790,000

Number of outstanding shares (free float) 48,979,090

Here below is the trend in Salvatore Ferragamo’s share price during 2020.

Alternative performance measures
In order to better assess its performance, the Salvatore Ferragamo Group makes use of some alternative 
performance measures which are not identified as accounting measures under IFRS. Therefore, the 
measurement basis applied by the Group may differ from that adopted by other groups, and the 
balance may not be comparable. 

(1) �Minimum and maximum prices recorded during the day’s trading session and, therefore, not coinciding with official and reference prices on the 
same date.
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These alternative performance measures are derived exclusively from historical financial data and 
are determined in accordance with the Guidelines on Alternative Performance Measures issued by 
ESMA/2015/1415 and adopted by CONSOB with communication no. 92543 of 3 December 2015. 
They refer exclusively to the performance for the reporting period of this Annual Report as well as the 
comparative periods, and not to the Group’s expected performance and are not to be considered as 
substitutes for IFRS measures.

The definitions of the alternative performance measures adopted in the Annual Report are provided below:
EBITDA: it is Operating Profit before Amortization and Depreciation and Write-downs of tangible/
intangible assets and Right-of-use assets.
Operating profit/(loss): it is the difference between revenues, cost of goods sold, and operating costs 
net of other income.
Adjusted operating profit/(loss): it is Operating Profit/(Loss) before Write-downs of tangible/
intangible assets resulting from impairment tests conducted in accordance with IAS 36, in the wake of 
the extraordinary impact of the Covid-19 pandemic.
Net working capital: it is Inventories plus Right of return assets and Trade receivables net of Trade 
payables and Refund Liabilities. 
Net invested capital: it is the total amount of Non current assets, Current assets and Assets held 
for sale, excluding financial assets (Other current financial assets and Cash and cash equivalents) net 
of Non current liabilities, Current liabilities and Liabilities held for sale, excluding financial liabilities 
(Current and non current interest-bearing loans & borrowings, Other current and non current financial 
liabilities, and Current and non current lease liabilities).
Net financial debt/(surplus): it is calculated as Current and non current interest-bearing loans & 
borrowings plus Current and non current lease liabilities and Other current and non current financial 
liabilities including the negative fair value of derivatives (non-hedge component), net of Cash and cash 
equivalents and Other current financial assets, including the positive fair value of derivatives (non-
hedge component).
Adjusted net financial debt/ (surplus): it is Net financial debt/(surplus) net of Current and non 
current lease liabilities.
Adjusted cash flow from (used in) operating activities: it is Net cash from (used in) operating 
activities net of Repayment of lease liabilities (classified as Cash flow from financing activities).

The alternative performance indicators EBITDA excluding IFRS16, Operating Profit/(Loss) excluding 
IFRS16, Net profit/(loss) for the period excluding IFRS16, and Adjusted net invested capital, presented 
in the Annual Report as at 31 December 2019 to provide a better understanding of the Group’s 
performance following the introduction of the accounting standard IFRS16 effective 1 January 2019, 
are no longer presented in this Annual Report, as the amounts for both comparison periods (2020 and 
2019) have been reported in accordance with the accounting standard IFRS16.
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1. �The Group’s main income and 
financial results for the year 2020

(In millions of Euro) 
2020 2019 % change 2020 

vs 2019

Revenues 915.8 1,377.3 (33.5%)

Gross profit 565.5 893.5 (36.7%)

Gross profit % 61.8% 64.9%  

EBITDA 160.2 335.5 (52.2%)

EBITDA % 17.5% 24.4%  

Operating profit/(loss) (61.5) 149.7 na

Operating profit/(loss) % (6.7%) 10.9%  

Adjusted operating profit/(loss) (26.9) 149.7 na

Adjusted operating profit/(loss) % (2.9%) 10.9%  

Net profit/(loss) for the period (71.7) 87.4 na

Net profit/(loss) – Group (66.4) 87.3 na

Net profit/(loss) – minority interests (5.3) 0.1  

Revenue by geographic area 
as at 31 December 2020 (%)

Revenue by distribution channel 
as at 31 December 2020 (%)

Revenue by product category 
as at 31 December 2020 (%)

5.8

21.0

21.8

9.8

41.6
69.6

0.8

0.2

29.4

5.6 4.6

0.8

40.9

0.2

42.4

5.5

Europe
Asia Pacific

Central and 
South America

North America
Japan

 Retail Rental income investment 
propertiesWholesale

Licenses 
and services

Footwear

Licenses and services

Leather goods

Apparel
Accessories

Fragrances

Rental income 
investment properties
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(In millions of Euro) 
31 December 

2020
31 December 

2019

Investments in tangible/intangible assets* 29.4 59.0

Net working capital 314.6 334.6

Shareholders’ equity 709.7 785.3

Adjusted net financial debt/(surplus) (138.7) (171.9)

Adjusted cash flow from (used in) operating activities (5.2) 135.6

* �To provide a better presentation, investments in tangible/intangible assets are presented excluding the costs for the restoration of premises 
leased from third parties, recognized as fixed assets pursuant to the relevant contractual obligations, restating the comparative information from 
2019 accordingly.

31 December 
2020

31 December 
2019

Staff as at the reporting date 3,855 4,277

Number of DOS 395 393

Number of TPOS 249 261

Geographical distribution of monobrand stores (31 December 2020) 
No. of stores:

644 Ferragamo monobrand stores

Europe

156

Asia Pacific

262

Latin America

62

Japan

68
North America

96
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Disclaimer
This document contains forward-looking statements, in particular in the sections headed “Macroeconomic situation 
and outlook”, “Significant events occurred after 31 December 2020”, and “Consolidated Non-Financial Statement 
pursuant to Italian Legislative Decree 254/2016” relating to future events and the operating, income, financial, 
social, and environmental results of the Salvatore Ferragamo Group. These statements are based on the Group’s 
current expectations and forecasts regarding future events and, by their nature, involve risks and uncertainties, 
since they refer to events and depend on circumstances which may, or may not, happen or occur in the future. 
As such, they must not be unduly relied upon. The actual results could differ significantly from those contained 
in these statements due to a variety of factors, including the volatility and deterioration in the performance of 
securities and financial markets, changes in raw material prices, changes in macroeconomic conditions and in 
economic growth, and other changes in business conditions, in the legal and institutional framework (both in Italy 
and abroad), and many other factors, most of which are beyond the Group’s control.

2. Introduction
The Parent company Salvatore Ferragamo S.p.A. is a legal entity set up under Italian law and, 
pursuant to art. 40, paragraph 2 bis, of Legislative Decree 127/91, it prepares the Directors’ 
report on operations of both the Separate Financial Statements and the Consolidated Financial 
Statements in a single document.
The Directors’ report on operations, in addition to the indicators required for financial statements, in 
compliance with International Financial Reporting Standards (IFRS), also includes some alternative 
performance measures used by management to monitor and assess the Group’s performance, 
as detailed in a specific section. In addition, this Directors’ report on operations includes the 
Consolidated Non-Financial Statement as required by Legislative Decree no. 254/2016 on non-
financial statements about the following: environmental, social and employee-related matters, 
respect for human rights, and anti-corruption and bribery matters.

3. �The Salvatore Ferragamo Group’s 
activities

The Group is active in the creation, production and sale of luxury goods for men and women: 
footwear, leather goods, apparel, silk goods, jewels, other accessories and fragrances. The product 
range also includes eyewear and watches manufactured under license by third parties. The product 
range stands out for its uniqueness, which is the result of the combination of creative and innovative 
style with the quality and craftsmanship that are the hallmark of luxury goods made in Italy.
The Salvatore Ferragamo Group is present in over 90 countries worldwide and sells its products 
mainly through:
1. �a network of single Salvatore Ferragamo brand stores, managed both directly (DOS) and by third parties 

(TPOS);
2. a significant and well-established presence in department stores and multibrand specialty stores. 

As for the fragrances product category, which involves the creation, development and production 
(completely outsourced) of fragrances and related products under the Salvatore Ferragamo brand and, 
on license, the Ungaro brand, sales are handled by both the company Ferragamo Parfums S.p.A. and 
third-party distributors which serve a network of selected mainly multibrand stores belonging to the 
specific fragrances channel. The Group is also active in the licensing of the Salvatore Ferragamo brand 
and in real estate management.
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History of the Group
1898 Salvatore Ferragamo is born in Bonito, 

in the province of Avellino.

1923 After joining his siblings in America, 
Salvatore Ferragamo opens the 
Hollywood Boot Shop marking the 
start of his career as "shoemaker to 
the stars".

1927 Salvatore Ferragamo Italia is set up, 
producing women’s shoes.The first 
laboratory is opened in Florence.

1936 Salvatore Ferragamo transfers the 
shoe laboratory to Palazzo Spini 
Feroni, which he then bought in 1938 
and is still the registered office of the 
Group.

1938 Salvatore Ferragamo makes the 
famous Rainbow model for Judy 
Garland, the year after having invented 
and patented the cork wedge heel.

1947 In Dallas, Salvatore Ferragamo 
receives the Neiman Marcus Prize for 
his “Invisibile” sandal.

1950s Launch of the Women’s Leather Goods 
and Women’s Ready-To-Wear lines. 
The success is now international 
and the shop in Florence is visited by 
celebrities such as Audrey Hepburn 
and the Dukes of Windsor.

1960s After the death of the Founder, his 
widow Wanda took over the reins of 
the Company. In 1965 the production 
of bags starts.

1970s Launch of the first men’s RTW 
collections, men’s footwear, silk and 
accessories.

1978 Creation of Vara, one of the most 
famous shoes by Salvatore Ferragamo.

1986 Opening of the first DOS in Asia (Hong 
Kong) and entry into the Asian market.

1990 Creation of the bag with the famous 
Gancini decorative symbol.

1995 Inauguration of the Salvatore 
Ferragamo Museum at Palazzo Spini 
Feroni, dedicated to the shoes and 
history of the Company.

1998 Launch of the Salvatore Ferragamo 
Fragrances and Eyewear lines.

2003 Realization of the first Salvatore 
Ferragamo watches.

2006 Launch of the Ferragamo's Creations 
collection: limited production run 
of some of the most famous shoes 
made by Salvatore.

2011 Salvatore Ferragamo S.p.A. is listed 
on the Mercato Telematico Azionario 
(screen-based stock exchange) 
organized and managed by Borsa 
Italiana S.p.A.

2019 Appointment of Paul Andrew as 
Salvatore Ferragamo's Creative 
Director.

2020 “Salvatore, shoemaker of Dream”, 
directed by Luca Guadagnino, 
premieres Out of Competition at the 
77th Venice Film Festival. 
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Distinctive features of the Parent company and the 
Group
The main factors which have enabled the development and consolidation of the Group’s competitive 
positioning can be summarized as follows:

Brand heritage as a synonym of glamour, elegance, craftsmanship, 
creativity and innovation
• �the legendary status of the founder Salvatore Ferragamo which is inseparably linked to the world of 

luxury footwear;
• �over 80 years’ history associated with high quality, classic luxury products which have always been 

known for their “Made in Italy” excellence;
• �continuous product innovation with a high level of customization and use of rare and high-quality 

materials, often incorporating particular and unusual details;
• �abundant archive of designs and models to draw on as inspiration for new collections;
• �use of Ferragamo products by leading personalities from the world of cinema, theatre and 

entertainment.

Global brand awareness
• �high and consolidated level of brand awareness;
• �worldwide distribution of products and presence, through tailored single brand stores, in the key 

shopping streets and prestigious locations for the luxury sector;
• �significant and consolidated presence in Europe, America and Asia.

Sustainable Thinking
• �incorporation of sustainability throughout the value chain, in keeping with the core values of creativity, 

innovation, and world-class craftsmanship; governance model mindful of the context and the need 
to balance/mitigate ESG risks;

• �development of initiatives to engage stakeholders and promote partnerships at all levels to gradually 
transform the industry in the direction of more sustainable models inspired by the circular economy.

Salvatore Ferragamo Group Board of Directors’ report 

20 | Annual Report as at 31 December 2020 • Salvatore Ferragamo



Ongoing search for quality applied to the whole product range
• �“Made in Italy” production process realized through a number of expert and carefully selected 

manufacturers which have been working with the Group for several years;
• �particular attention to quality control, both in choosing and processing materials, and on the finished 

product;
• �introduction of new product categories (with particular attention to the development of those with 

high growth and profit potential), while maintaining the integrity and identity of the brand over time;
• �RTW products and accessories (especially in silk) made with sophisticated and prestigious materials 

in order to enhance the footwear and leather product ranges;
• �granting of a limited number of licenses solely to highly qualified and prestigious companies.

Consolidated, extended distribution network that is diversified across 
different channels 
Consolidated, extended distribution network that is diversified across different channels (DOS-TPOS-
multibrand channel):
• �consolidated presence of Ferragamo single brand stores in the main luxury sector locations around 

the world;
• �presence in the digital channel (Internet) with a website (www.ferragamo.com) in seven languages 

(Italian, French, Spanish, English, Chinese, Korean and Japanese) and e-commerce functions (directly 
managed by the Group) for various European countries (Eurozone and United Kingdom), United 
States, South Korea, Japan, Mexico, People’s Republic of China and Australia;

• �significant presence in the travel retail channel with Ferragamo single brand stores in the main 
airports around the globe.

Geographically balanced distribution with a significant historic presence both in developed and developing 
markets thanks to the Group’s pioneering attitude which has driven it to enter new markets timely:
• �significant and consolidated presence in markets with high growth rates, such as, in particular, Asia 

(China and Asia Pacific) and Latin America. 
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Strategy
The Group’s strategy, in line with its commitment to pursuing sustainable growth, aims to enhance 
its competitive position among the leaders in the global luxury market, by leveraging its creativity, 
glamour, Italian craftsmanship, and standing in the footwear and accessories sector, in order to create 
value for shareholders through sustainable and profitable growth. For more information on the main 
ESG topics, please refer to the Consolidated non-financial statement pursuant to Legislative Decree 
254/2016, where they are discussed in detail. 

The main guidelines can be summarized as follows: 

Consolidation of its position in the luxury market, enhancing its 
classical elegance and glamour with a contemporary style that keeps 
pace with the times
The Group aims to maintain its position in the high-end luxury segment at global level, by emphasizing 
the specific and central role played in its product range by the excellent quality of Italian products, 
also thanks to the adequate support of marketing, communication, and sustainable thinking activities.

Expansion of the distribution network in emerging markets and 
optimization of retail and wholesale performance at global level
The Group intends to leverage its distribution network, which is strategically well balanced in terms of 
channels and geographic areas, in order to take advantage of the opportunities offered by high growth 
countries and to improve the effectiveness of each distribution channel, through:
• �further expansion of its commercial presence in emerging countries, above all in Asia Pacific;
• �improvement in the performance of the retail channel, which is to be achieved through more effective 

management of product categories in stores, the renovation of stores improving their layout, the 
opening of stores dedicated exclusively to men or women’s products as well as, above all in historic 
luxury markets, renewal of the stores’ image;

• �constant control of the wholesale channel, consolidating its presence in the most prestigious 
department stores in historic luxury markets and continuing to exploit this channel to penetrate 
emerging countries; particular importance is also attached to the travel retail segment;

• �development of the e-commerce channel. 2020 saw the launch of the new e-commerce website in 
Canada, the United States, Mexico, South Korea, Australia, the People’s Republic of China, Japan, and 
several European countries (Eurozone and United Kingdom).
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Optimization of the product range and the collection structure
The Group believes that it can increase revenues and operating profits also by making changes to the 
product range and the collection structure:
• �by supplementing the collections so as not only to satisfy new purchasing opportunities, including 

with a specific focus on younger customers and the needs of specific geographic areas/markets, but 
also to optimize the price structure and profits from the collection; 

• �by increasing the focus on the Group’s core product categories (men and women’s footwear and 
leather goods) and which, at the same time, are among those with the highest profits and forecast 
growth.

Ongoing modernization of the supply chain and the organizational 
structure to allow Salvatore Ferragamo S.p.A. and the Group to 
achieve its objectives 
The Group intends to continue leveraging the Italian spirit, sustainability, and flexibility of its production 
structure, based on integration with the external manufacturing workshops with which it maintains 
consolidated and long-standing relations.

In order to achieve the strategic objectives, the Group intends to focus even more on the development 
of its human resources who have always been one of the company’s main assets, through a series 
of initiatives to train and develop in-house staff, as well as on the ability to recruit new, expert 
professionals. The Group intends to strengthen its IT and logistics infrastructure. 

Specifically, please note that in 2018 the “New Logistics Hub” at Osmannoro - Sesto Fiorentino became 
operational, featuring innovative systems and a high level of automation. The main benefits the Group 
expects from this major investment are: bringing the reception/storing/shipping of the Parent’s 
products together into a single logistics site; being able to handle much larger product volumes than 
currently possible; boosting the productivity, quality, and efficiency of the logistics process, so as to 
meet market demands in a more flexible and faster manner; improving overall working conditions by 
installing ergonomic workstations. 

The strategic/organizational model
The success of the Salvatore Ferragamo Group is based on pursuing a coherent strategy over 
time, centered on constant monitoring of the value chain through the adoption of a shared Group 
organizational model for the various product categories. In particular, the Salvatore Ferragamo Group 
has always operated with the aim of offering its customers products that are characterized by a 
high quality level, based on a solid tradition of craftsmanship, exclusive design and a style aimed at 
preserving the brand’s strong identity. This approach has been applied in the choice of materials, in the 
design phase, in production processes and in the design and architecture of stores.
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The production system
The organizational model adopted by the Group entrusts the production process entirely to expert 
staff in external workshops, although keeping in-house the management and organization of the most 
important stages in the value chain.

The Group’s operating model ensures flexibility and efficiency in the production and logistics cycle through 
the use of a broad network of selected and expert Italian manufacturers which have been working with 
the Group for many years. This strong integration between the Parent company Salvatore Ferragamo S.p.A. 
(the only manufacturing company in the Group) and the network of suppliers has enabled broad control to 
be maintained over the critical stages of the value chain in the production process.

With reference to production, the Group directly manages the product development and industrialization 
stage and usually undertakes quality controls, both during the production process and on 100% of the 
finished products.

The distribution system
The organization of distribution and sales is one of the Group’s strengths, thanks to its extensive and 
consolidated presence both in so-called traditional markets (Europe, United States and Japan) and 
in emerging markets (such as Asia Pacific and Latin America), as well as thanks to its store locations.

The Group attributes great importance to monitoring distribution, which is done through:
• �a network of directly operated Ferragamo single brand stores (DOS), which as at 31 December 2020 

numbered 395 (the so-called retail channel);
• �a network of tailored single brand stores and/or stores-in-stores operated by third parties (TPOS), 

which as at 31 December 2020 numbered 249, as well as through a multibrand channel (taken as a 
whole the so-called wholesale channel).

Therefore, the total number of tailored Ferragamo single brand stores (DOS and TPOS) as at 31 December 
2020 was 644. 

Through the retail channel, the Group directly markets all product lines to end customers. Directly 
operated stores (DOS) are spread across all the main markets served by the Group in exclusive and 
strategic locations, both from a reputational and commercial point of view. 

Wholesale sales are targeted exclusively at retailers and, to a lesser extent, distributors. Wholesale 
customers consist of:
• �department stores and luxury specialist retailers, in order to strengthen the presence in countries 

where the Group has its own network of directly operated stores. The business in the United States 
is of particular importance;

• �franchisees, which ensure the presence in markets that are still not sufficiently large or developed to 
justify a direct retail presence, for example in some areas of the People’s Republic of China;

• �travel retail/duty free stores opened inside airports.

Stores are selected on the basis of their coherence with the positioning of the “Salvatore Ferragamo” 
brand, their location, and the visibility which they can guarantee the brand.
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Changes to the Group structure
In 2020, the Salvatore Ferragamo Group’s structure underwent the following change: on 27 April 2020, 
Salvatore Ferragamo S.p.A. finalized the agreement to acquire, directly and indirectly, 100% of Arts S.r.l. 
and 100% of Aura 1 S.r.l., a sub-holding company owning 50.8% of Arts S.r.l.. In order to streamline 
the ownership structure, allowing for more flexible internal processes – and therefore optimize the 
management of resources and intercompany financial flows arising from the operations currently 
divided between Aura 1 S.r.l. and Arts S.r.l. – the Group deemed it appropriate to merge said entities 
into Salvatore Ferragamo S.p.A.. The merger was finalized on 25 November 2020 by filing the deed of 
merger authorized by a notary public with the relevant Company Register. The merger is effective for 
legal purposes as of 1 December 2020 and for accounting and tax purposes as of 1 January 2020. For 
more details, please refer to “Significant events occurred during the year” as well as note 5 “Business 
Combinations” in the Consolidated Financial Statements.

Effect of exchange rate changes on operations
The Ferragamo Group has a strong presence in international markets, including through commercial 
companies located in countries with currencies other than the Euro, mainly the US dollar, the Chinese 
renminbi, the Japanese yen, the South Korean won, and the Mexican peso. Therefore, the Group is 
exposed to both settlement and translation risk. 

Financial markets saw significant volatility in 2020. The events that influenced currency markets the 
most were the Covid-19 pandemic, which prompted central banks to implement major expansionary 
monetary policy measures and Governments to deploy massive fiscal stimulus packages, trade relations 
between the United States and China, and the US presidential election. 

The Euro gradually appreciated against the dollar throughout the year as the Fed engaged in greater 
quantitative easing than the European Central Bank and Joe Biden won the presidential election in the 
United States. In the first two months of the year, the EUR/USD exchange rate swung from 1.12 to a low 
of 1.07 in March, when Covid-19 started negatively affecting the world economy and revived interest in 
the dollar as a safe haven. In the following months, the monetary and fiscal response from central banks 
caused the EUR/USD pair to gradually weaken and eventually end the year at approximately 1.22.

The Euro performed similarly relative to the Japanese yen, which early in the year benefited from the 
significant risk aversion associated with the pandemic’s impact across the world, swinging from 122 to 
a low of about 115. Starting from May, as economic data improved, the currency depreciated, eventually 
hitting 127 at the end of the year. 

The USD/CNY, after strengthening at first to 6.85 in January following the signing of the US-China phase 
1 trade deal, depreciated due to the slump in domestic and global demand, hitting 7.16 in May.In the 
second half of the year, the economic recovery and the weak dollar fueled an appreciation in the yuan, 
which ended 2020 at 6.54 against the greenback. The Chinese currency saw a more pronounced decline 
against the Euro early in the year: EUR/CNY went from 7.55 in February to 8.26 in July as the renminbi 
weakened and the Euro gained strength – also thanks to the European Central Bank’s monetary policy. 
The yuan then appreciated against the Euro in the final months of 2020, ending at 8.02. 

The South Korean Won performed similarly against the dollar, swinging from 1,160 at the start of the 
year to 1,263 in March before ending at around 1,089. Similarly, the EUR/KRW exchange rate went 
from 1,298 to 1,336. 
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Early in the year, the Mexican peso sharply depreciated against both the dollar and the Euro as OPEC+ 
members failed to agree on production cuts and the epidemic spread across the globe. The USD/MXN 
exchange rate went from 19.0 in January to 25.1 in April, and the EUR/MXN pair from 21.1 in January to 
27.1 in April. As oil prices rebounded and the dollar weakened in the second half of the year, the Mexican 
peso gained strength and ended 2020 at 19.9 against the dollar and 24.4 against the Euro.

4. �The Group’s operating performance
The results for 2020 were significantly influenced by the outbreak of the pandemic caused by the 
novel coronavirus, known as Covid-19, which gradually spread from China to the rest of the world. 
This situation has led Governments across the world to restrict and suspend business operations, the 
movement of people, and international traffic (so-called lockdown). This had an especially negative 
impact on tourist flows across the globe, causing most of the Group’s distribution network to shut 
down and the remaining part to suffer from significantly diminished traffic, especially in the first half 
of 2020 and part of the fourth quarter of the year. Against this backdrop, the Group saw revenues 
decline by 33.5% at current exchange rates (-33.4% at constant exchange rates), which caused 
margins and profits to contract. The Group promptly took a series of steps and actions to contain costs, 
maintaining only the investments considered to be essential or top priority. In 2020, gross operating 
profit amounted to 61.8% as a proportion of Revenues, down from 64.9% in the prior year largely 
because of the write-down of inventory.

Adjusted operating profit/(loss) (Operating profit/(loss) adjusted for the impairment losses resulting 
from impairment tests performed in 2020) was down from 149.7 million Euro in profit in 2019 to a 
26.9 million Euro loss in 2020. In 2020, the Group reported 34.6 million Euro in impairment losses on 
tangible and intangible assets after testing these for impairment to measure their recoverable amount 
in light of the new scenario determined by the Covid-19 pandemic emergency. 
The Group posted a 71.7 million Euro net loss for the period, compared to 87.4 million Euro in net profit 
for the prior year. 

The Group’s financial situation remained robust and positive: the adjusted net financial position 
amounted to a positive 138.7 million Euro, down from 171.9 million Euro as at 31 December 2019 but 
up from 75.1 million Euro as at 30 September 2020, largely because of the adjusted cash flow from 
operating activities for the fourth quarter of 2020.
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The following table shows the main income statement data.

(In thousands of Euro) 2020 % of Revenues 2019 % of Revenues % change

Revenues 915,825 100.0% 1,377,261 100.0% (33.5%)

Gross profit 565,541 61.8% 893,494 64.9% (36.7%)

Style, product development and logistics costs (35,868) (3.9%) (50,292) (3.7%) (28.7%)

Sales & distribution costs (414,906) (45.3%) (482,315) (35.0%) (14.0%)

Marketing & communication costs (54,246) (5.9%) (79,676) (5.8%) (31.9%)

General and administrative costs (122,154) (13.3%) (127,837) (9.3%) (4.4%)

Other operating costs (23,264) (2.5%) (24,467) (1.8%) (4.9%)

Other income and revenues 23,356 2.6% 20,791 1.5% 12.3%

Total operating costs (net of other income) (627,082) (68.5%) (743,796) (54.0%) (15.7%)

Operating profit/(loss) (61,541) (6.7%) 149,698 10.9% na

Net financial income and charges (18,284) (2.0%) (32,564) (2.4%) (43.9%)

Profit/(loss) before taxes (79,825) (8.7%) 117,134 8.5% na

Income Taxes 8,129 0.9% (29,769) (2.2%) (127.3%)

Net profit/(loss) for the period (71,696) (7.8%) 87,365 6.3% na

Net profit/(loss) – Group (66,397) (7.2%) 87,281 6.3% na

Net profit/(loss) – minority interests (5,299) (0.6%) 84 0.0% na

Amortization, depreciation and write-downs 221,767   185,832   19.3%

EBITDA 160,226 17.5% 335,530 24.4% (52.2%)

Write-downs from impairment tests in the wake of the extraordinary 
impact of the Covid-19 pandemic 34,627 3.8% -  - na

Adjusted operating profit/(loss) (26,914) (2.9%) 149,698 10.9% na

In 2020, revenues reached 915,825 thousand Euro, compared to 1,377,261 thousand Euro in 2019, 
down 33.5%. The three main currencies other than the Euro in which the Group generates most of its 
revenues, i.e. the US dollar, the Chinese Renminbi, and the Japanese Yen, performed as follows in 2020 
compared to the previous year: the US dollar depreciated by 2.0% ( ), the Chinese Renminbi depreciated 
by 1.8% ( ), and the Japanese Yen slightly appreciated by 0.1% ( ) against the Euro, the currency in which 
the figures in the consolidated financial statements are expressed. Revenues were down 33.4% at 
constant exchange rates (applying the 2020 average exchange rate to the revenues for 2019 – net of 
the hedging impact). With reference to the fourth quarter of 2020 only, revenues amounted to 304,599 
thousand Euro, down 20.4% compared to the prior-year period (-19.9% at constant exchange rates). 
Currency hedges of Revenues resulted in a positive 6,734 thousand Euro adjustment to revenues in 
2020, compared to a negative 8,894 thousand Euro adjustment in 2019.

(2) With reference to the average Euro/Usd exchange rate in 2020 1.142;	2019 1.119
(3) With reference to the average Euro/Cny exchange rate in 2020 7.875;	2019 7.735
(4) With reference to the average Euro/Yen exchange rate in 2020 121.85;	 2019 122.01
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In 2020, gross profit totaled 565,541 thousand Euro, down 36.7% from 893,494 thousand Euro in 
the prior year. Gross profit amounted to 61.8% as a percentage of Revenues, compared to 64.8% 
in 2019. It was negatively affected by the contraction in sales – caused by store closures and the 
absence of tourist flows – as well as the 28,654 thousand Euro write-down of inventory, which 
were direct and indirect consequences of the Covid-19 pandemic. In the fourth quarter of 2020 
alone, the Group generated 197,915 thousand Euro in gross profit, down 20.6% from 249,330 
thousand Euro in the prior-year period and essentially unchanged as a percentage of Revenues 
(65.0% compared to 65.1% in the fourth quarter of 2019).

Total operating costs (net of other income) totaled 627,082 thousand Euro for 2020. They were 
down 15.7% from 743,796 thousand Euro in 2019 and amounted to 68.5% as a percentage of 
Revenues, largely because of the sharp contraction in revenues (resulting from the so-called 
lockdown). They included impairment losses on Property, plant and equipment (33,011 thousand 
Euro) and Intangible assets with a finite useful life (1,616 thousand Euro), totaling a combined 
34,627 thousand Euro, resulting from the impairment tests conducted in 2020 to measure 
the recoverable amount of these assets. For more details, see note 11 Impairment of Property, 
Plant and Equipment, Right-of-use Assets, and Intangible Assets with a Finite Useful Life in the 
Consolidated Financial Statements. The decline in operating costs benefited from the steps that 
the Group’s management promptly took to mitigate the negative impact of the crisis triggered by 
the Covid-19 coronavirus pandemic. Specifically, the Group entered into important negotiations 
to revise the terms and conditions of the leases of its distribution network, resulting in a 19,729 
thousand Euro positive variable lease payment in 2020; it also launched a plan to streamline the 
organization as well as applied for and received government aid in the various countries where 
it operates, where available. The contraction in variable operating costs was also partly driven by 
the decline in revenues seen in 2020. In the fourth quarter of 2020, total net operating costs were 
down 7.6% year-on-year from 204,865 thousand Euro to 189,380 thousand Euro; as a percentage 
of Revenues, they rose from 53.5% in 2019 to 62.2% in 2020. 

Despite the steps taken to contain fixed costs, EBITDA declined from 335,530 thousand Euro 
in 2019 to 160,226 thousand Euro (-52.2%), and from 24.4% in 2019 to 17.5% as a percentage 
of Revenues. In the fourth quarter of 2020, EBITDA totaled 82,433 thousand Euro, compared to 
92,812 thousand Euro in the prior-year period, and accounted for 27.1% of Revenues, compared to 
24.2% in the fourth quarter of 2019. 

The Group reported an Adjusted operating loss (Operating profit/(loss) adjusted for the 
impairment losses resulting from impairment tests performed in 2020) of 26,914 thousand Euro, 
compared to 149,698 thousand Euro in profit for 2019. In the fourth quarter of 2020, the Group 
reported an adjusted operating profit of 33,894 thousand Euro, compared to 44,465 thousand 
Euro in the fourth quarter of 2019 (-23.8%), accounting for 11.1% of Revenues compared to 11.6% 
in the same period last year. 

Net financial income and charges swung from 32,564 thousand Euro in charges in 2019 to 
18,284 thousand Euro in charges in 2020, largely thanks to 7,530 thousand Euro in interest 
income received by Ferragamo USA Inc. for the refund of excess import duties paid between 1995 
and 1997, as the request filed in 1999 was fully granted; the refund of import duties, amounting 
to 1,816 thousand Euro net of the relevant legal fees, was recognized under net operating costs. 
In the fourth quarter of 2020, the Group posted 7,352 thousand Euro in net financial income, 
compared to 10,305 thousand Euro in net financial charges in the prior-year period, largely 
because of the recognition of interest income on the refund of import duties that Ferragamo USA 
Inc. received in the fourth quarter of 2020, as detailed above. 
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The 79,825 thousand Euro loss before taxes gave rise to a positive 8,129 thousand Euro in 
income taxes, mainly because of the positive impact of deferred tax assets. These were largely 
attributable to the deferred tax assets recognized on tax losses by Salvatore Ferragamo S.p.A. 
and other entities of the Groups as well as on the provision for obsolete inventory. The Group’s 
tax rate had been 25.4% in 2019. In 2019, the direct tax expense of the Parent company Salvatore 
Ferragamo S.p.A. had declined thanks to the benefit known as “Patent box” by approximately 
10,218 thousand Euro; in 2020, the Company notified the Inland Revenue Office that it would 
withdraw its application for an extension, thus intending to enter into the “Patent Box” self-
assessment regime and assess the amount of the benefit on its own. No reduction in direct tax 
expense is expected for 2020, as Salvatore Ferragamo S.p.A. reported a tax loss for the year. 
For more details, please refer to “Significant events occurred during the year - Patent Box and 
Research and Development, Design, and Innovation Credits”.

The Group reported a 71,696 thousand Euro consolidated net loss for 2020, compared to 87,365 
thousand Euro in net profit for 2019. The Group share amounted to a consolidated loss of 66,397 
thousand Euro, compared to 87,281 thousand Euro in profit in the prior year. With reference to the 
fourth quarter of 2020, net profit totaled 24,360 thousand Euro, compared to 25,939 thousand 
Euro in the fourth quarter of 2019.

The Group ended 2020 with an adjusted positive net financial position (surplus) of 138,743 
thousand Euro, down from a 171,896 thousand Euro surplus as at 31 December 2019. In the 
fourth quarter of 2020, the adjusted net financial position increased from a 75,140 thousand Euro 
surplus as at 30 September 2020 to 138,743 thousand Euro at the end of the year, up 63,603 
thousand Euro thanks to 78.2 million Euro in adjusted cash flows from operating activities for the 
period net of 14.3 million Euro in cash flows used for investments in the fourth quarter.
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Revenues 
The following table shows revenues by geographic area and the change over the previous year:

(In thousands of Euro)

2020 % of 
Revenues

2019 % of 
Revenues

% change at constant 
exchange 

rates % 
change

Europe 199,715 21.8% 347,243 25.2% (42.5%) (41.9%)

North America 192,636 21.0% 317,880 23.1% (39.4%) (41.4%)

Japan 89,453 9.8% 118,453 8.6% (24.5%) (25.0%)

Asia Pacific 380,993 41.6% 511,313 37.1% (25.5%) (25.0%)

Central and South America 53,028 5.8% 82,372 6.0% (35.6%) (29.5%)

Total 915,825 100.0% 1,377,261 100.0% (33.5%) (33.4%)

In Europe, revenues declined by 42.5% at current exchange rates and 41.9% at constant exchange 
rates year-on-year (-34.0% at constant exchange rates in the fourth quarter alone), as they were still 
significantly weighed down in both sales channels by the restrictions on business operations and 
international traffic (so-called lockdown) enacted in most European countries. 

In North America, revenues fell by 39.4% at current exchange rates (-41.4% at constant exchange 
rates), and by 26.6% in the fourth quarter of 2020 alone (-27.5% at constant exchange rates), because 
of both the restrictions on business operations and international traffic (so-called lockdown) as well as, 
to a lesser extent, the protests in the United States.

Japan saw revenues fall by 24.5% at current exchange rates and 25.0% at constant exchange rates, 
largely because of the dramatic slowdown in international traffic. 

The Asia-Pacific region, which was the first to face the Covid-19 outbreak in 2020 and the ensuing 
social distancing measures, reported a 25.5% fall at current exchange rates (-25.0% at constant 
exchange rates), with the recovery continuing into the fourth quarter of 2020 thanks to the strong 
performance of directly operated stores in China and Taiwan. Asia Pacific contributed once again the 
most to Group revenues, accounting for 41.6% of the total compared to 37.1% as at 31 December 2019.

The Central and South American market was down 35.6% at current exchange rates and 29.5% at 
constant exchange rates. The revenues generated in 2020 and 2019 by Ferragamo Argentina S.A. 
(which operates in a country classified as a hyperinflationary economy since 1 July 2018) were adjusted 
in accordance with the relevant international accounting standards (see note 2 “Basis of presentation” 
in the Explanatory Notes to the Consolidated Financial Statements), resulting in a positive impact of 153 
thousand Euro in 2020 and 294 thousand Euro in 2019.
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The breakdown of Revenues by distribution channel was as follows:

(In thousands of Euro)

2020 % of 
Revenues

2019 % of 
Revenues 

% change at constant 
exchange 

rates % 
change

Retail 637,083 69.6% 899,485 65.3% (29.2%) (28.6%)

Wholesale 269,100 29.4% 461,372 33.5% (41.7%) (42.2%)

Licenses and services 7,389 0.8% 11,592 0.8% (36.3%) (36.3%)

Rental income investment 
properties

2,253 0.2% 4,812 0.4% (53.2%) (52.2%)

Total 915,825 100.0% 1,377,261 100.0% (33.5%) (33.4%)

In 2020, retail sales were severely affected by the gradual closure of most of the Group’s distribution 
network and the significant reduction in traffic (so-called lockdown), falling by 29.2% at current 
exchange rates and 28.6% at constant exchange rates across all the Group’s geographies. The retail 
channel accounted for 65.3% of total revenues in 2019 and 69.6% in 2020. 

Compared to the situation as at 31 December 2019, the number of directly operated stores (DOS) rose 
by 2 units from 393 to 395.

The wholesale channel saw sales decline by 41.7% at current exchange rates and 42.2% at constant 
exchange rates across all the main markets – largely because of the slowdown in the Travel Retail 
channel.

In 2020, revenues from licenses and services declined by 36.3% (at both current and constant 
exchange rates); this item mainly consists of royalties for the licensing of the Salvatore Ferragamo 
brand to the Marchon group in the eyewear industry and the Timex group in the watch industry. 

Revenues from rental income investment properties refer solely to property located in the United 
States and leased/sub-leased to third parties; they declined by 53.2% at current exchange rates and 
52.2% at constant exchange rates following the termination of real estate leases during the period.
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The following table shows revenues by product category and the change over the previous year:

(In thousands of Euro)

2020 % of 
Revenues 

2019 % of 
Revenues 

% change at constant 
exchange 

rates % 
change

Footwear 374,728 40.9% 575,571 41.8% (34.9%) (35.0%)

Leather goods 388,643 42.4% 540,818 39.3% (28.1%) (27.9%)

Apparel 50,218 5.5% 74,232 5.4% (32.3%) (31.9%)

Accessories 50,802 5.6% 82,472 6.0% (38.4%) (37.6%)

Fragrances 41,792 4.6% 87,764 6.3% (52.4%) (52.2%)

Licenses and services 7,389 0.8% 11,592 0.8% (36.3%) (36.3%)

Rental income investment 
properties

2,253 0.2% 4,812 0.4% (53.2%) (52.2%)

Total 915,825 100.0% 1,377,261 100.0% (33.5%) (33.4%)

All product categories were down for the reasons already discussed in the previous two sections.

Cost of goods sold and gross profit

(In thousands of Euro)
2020 % of 

Revenues 
2019 % of 

Revenues 
% change 

Consumables (197,594) (21.6%) (250,283) (18.2%) (21.1%)

Services (145,284) (15.9%) (224,450) (16.3%) (35.3%)

Personnel (6,367) (0.7%) (8,023) (0.6%) (20.6%)

Depreciation and amortization (1,039) (0.1%) (1,011) (0.1%) 2.8%

Cost of goods sold (350,284) (38.2%) (483,767) (35.1%) (27.6%)

Gross profit 565,541 61.8% 893,494 64.9% (36.7%)

In 2020, the cost of goods sold amounted to 350,284 thousand Euro, down 27.6% compared to 
2019. Gross profit amounted to 61.8% as a percentage of Revenues in 2020, compared to 64.9% 
in 2019. This was largely because of the contraction in sales – caused by store closures and the 
absence of tourist flows – as well as the 28,654 thousand Euro write-down of inventory, which were 
direct and indirect consequences of the Covid-19 pandemic. 
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Style, product development and logistics costs

(In thousands of Euro)
2020 % of 

Revenues 
2019 % of 

Revenues 
% change 

Purchases (3,576) (0.4%) (5,558) (0.4%) (35.7%)

Services (9,840) (1.1%) (19,289) (1.4%) (49.0%)

Personnel (19,487) (2.1%) (23,800) (1.7%) (18.1%)

Depreciation and amortization (2,965) (0.3%) (1,645) (0.1%) 80.2%

Total (35,868) (3.9%) (50,292) (3.7%) (28.7%)

These costs, which include the expenses of the creative departments and for the freight to deliver 
the products to their sales markets, were down 28.7% compared to 2019, largely because variable 
costs fell proportionately to the contraction in revenues and the Group’s management took steps to 
mitigate the negative impact of the crisis triggered by the Covid-19 coronavirus pandemic. 

Sales & distribution costs

(In thousands of Euro) 2020 % of 
Revenues 2019 % of 

Revenues % change 

Retail (379,254) (41.4%) (431,529) (31.3%) (12.1%)

Wholesale (27,864) (3.0%) (41,631) (3.0%) (33.1%)

Distribution logistics (7,788) (0.9%) (9,155) (0.7%) (14.9%)

Total (414,906) (45.3%) (482,315) (35.0%) (14.0%)

The costs relating to the network of directly operated stores (DOS) were down 12.1% from 431,529 
thousand Euro to 379,254 thousand Euro. This was mainly because, on the one hand, the Group 
entered into important negotiations to revise the terms and conditions of the leases of its distribution 
network, resulting in a 19,471 thousand Euro positive variable lease payment in 2020 that was directly 
recognized through profit or loss within the line item Sales and distribution costs, and variable costs 
fell proportionately to the contraction in revenues; on the other hand, the costs of the retail network 
included 30,666 thousand Euro in impairment losses on tangible and intangible assets resulting from 
the impairment tests conducted in 2020 to measure the recoverable amount of these assets. For more 
details, see note 11 Impairment of Property, Plant and Equipment, Right-of-use Assets, and Intangible 
Assets with a Finite Useful Life in the Consolidated Financial Statements.

The impact of these costs on total sales and distribution costs increased from 89.5% in 2019 to 91.4% 
in 2020. 
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Below is a breakdown by nature of sales and distribution costs:

(In thousands of Euro)
2020 % of 

Revenues 
2019 % of 

Revenues 
% change 

Purchases (4,536) (0.5%) (6,344) (0.5%) (28.5%)

Services (118,113) (12.9%) (178,575) (13.0%) (33.9%)

Personnel (116,017) (12.7%) (150,214) (10.9%) (22.8%)

Depreciation and amortization (145,261) (15.9%) (146,963) (10.7%) (1.2%)

Write-downs of tangible/intangible assets (30,979) (3.4%) (219) (0.0%) na

Total (414,906) (45.3%) (482,315) (35.0%) (14.0%)

Marketing & communication costs

(In thousands of Euro)
2020 % of 

Revenues 
2019 % of 

Revenues 
% change 

Purchases (1,348) (0.1%) (2,365) (0.2%) (43.0%)

Services (42,741) (4.7%) (64,772) (4.7%) (34.0%)

Personnel (9,915) (1.1%) (12,277) (0.9%) (19.2%)

Depreciation and amortization (240) (0.0%) (262) (0.0%) (8.4%)

Write-downs of tangible/intangible assets (2) (0.0%)  -  - na

Total (54,246) (5.9%) (79,676) (5.8%) (31.9%)

Total marketing and communication costs fell by 31.9% year-on-year, from 79,676 thousand Euro to 
54,246 thousand Euro, and rose from 5.8% to 5.9% as a proportion of Revenues. 

Salvatore Ferragamo Group Board of Directors’ report 

34 | Annual Report as at 31 December 2020 • Salvatore Ferragamo



General and administrative costs

(In thousands of Euro)
2020 % of 

Revenues 
2019 % of 

Revenues 
% change 

Purchases (1,495) (0.2%) (2,120) (0.2%) (29.5%)

Services (43,924) (4.8%) (49,868) (3.6%) (11.9%)

Personnel (35,454) (3.9%) (40,117) (2.9%) (11.6%)

Depreciation and amortization (37,192) (4.1%) (35,731) (2.6%) 4.1%

Write-downs of tangible/intangible assets (4,089) (0.4%) (1) (0.0%) na

Total (122,154) (13.3%) (127,837) (9.3%) (4.4%)

General and administrative costs declined by 4.4% and increased from 9.3% in 2019 to 13.3% in 2020 
as a proportion of Revenues. Costs for services include, among others, the fees paid to the Board of 
Directors as well as other amounts accrued by the Managing Director and Deputy Chairman. The item 
Write-downs of tangible/intangible assets included 3,961 thousand Euro in impairment losses on tangible 
and intangible assets resulting from the impairment tests conducted in 2020 to measure the recoverable 
amount of these assets. For more details, see note 11 Impairment of Property, Plant and Equipment, Right-
of-use Assets, and Intangible Assets with a Finite Useful Life in the Consolidated Financial Statements.

Other operating costs 

(In thousands of Euro)
2020 % of 

Revenues 
2019 % of 

Revenues 
% change 

Losses on disposal of tangible and 
intangible assets

(1,477) (0.2%) (2,305) (0.2%) (35.9%)

Windfall losses (653) (0.1%) (890) (0.1%) (26.6%)

Provisions for risks and charges (1,787) (0.2%) (647) (0.0%) 176.2%

Write-down of current assets (989) (0.1%) (921) (0.1%) 7.4%

Other operating costs (18,358) (2.0%) (19,704) (1.4%) (6.8%)

Total (23,264) (2.5%) (24,467) (1.8%) (4.9%)

Other operating costs were down 4.9% and rose from 1.8% in 2019 to 2.5% as a proportion of Revenues. 
Other operating costs included 15,427 thousand Euro in Other non-income taxes (15,552 thousand Euro 
in 2019), largely related to the real estate tax on the Ferragamo Usa Group’s properties. The write-down of 
current assets was essentially in line with the prior year (+7.4%). Provisions for risks and charges increased 
by 1,140 thousand Euro year-on-year. They mainly refer to labor and legal disputes related to ongoing legal 
proceedings as well as the estimated potential outflows from the Group companies required to reach a 
pre-litigation settlement.
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Other income and revenues

(In thousands of Euro) 2020 % of 
Revenues 2019 % of 

Revenues % change 

Other income and revenues 17,154 1.9% 17,509 1.3% (2.0%)

Gains on disposal of tangible/intangible 
assets 8 0.0% 83 0.0% (90.4%)

Windfall profit 6,194 0.7% 3,199 0.2% 93.6%

Total 23,356 2.6% 20,791 1.5% 12.3%

Other income and revenues rose by 2,565 thousand Euro compared to 2019, climbing from 1.5% to 
2.6% as a proportion of total revenues. 

“Other income and revenues” included the Research and Development, design and aesthetic 
conception, and technological innovation tax credits (replacing the former R&D Credit as per art. 1, 
paragraphs 198-209 of Italian Law no. 160 of 27 December 2019 (so-called 2020 Budget Law), as 
amended by art. 1 paragraph 1064 of Italian Law no. 178 of 30 December 2020 (so-called 2021 Budget 
Law)), which both the Parent company and Ferragamo Parfums S.p.A. were eligible for, and the “Art 
Bonus” tax credit to promote donations in support of cultural activities (Italian Law Decree no. 83 
of 31 May 2014) in favor of the Parent company – as well as other benefits provided by the various 
Governments in the countries where the Group operates to help businesses and the economy deal with 
the economic crisis triggered by the Covid-19 pandemic. In addition, this line item largely comprised 
the recovery and reimbursement of expenses, advertising contributions, insurance claims payments, 
and grants received from lessors for leasehold improvements recognized on a straight-line basis over 
the lease term. 

Windfall profit included the 4.1 million Euro refund that Ferragamo USA Inc. received for excess import 
duties paid between 1995 and 1997, as the request filed in 1999 was fully granted.

Net financial income and charges
For ease of reference, financial income and charges are shown net; reference should be made to the 
Explanatory notes to the consolidated financial statements for separate and detailed information on 
charges and income.

(In thousands of Euro) 2020 2019 % change

Net interest 7,217 (764) (1044.6%)

Other net income/(charges) (1,411) (1,438) (1.9%)

Net interest and expenses on lease liabilities (14,374) (17,752) (19.0%)

Net gains/(losses) on exchange rate differences (19,693) 5,459 (460.7%)

Net financial income/(charges) for fair value adjustment of derivatives 9,977 (18,069) (155.2%)

Total (18,284) (32,564) (43.9%)
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Total net financial income and charges amounted to 18,284 thousand Euro in charges, improving 
by 14,280 thousand Euro compared to 2019, largely thanks to 7,530 thousand Euro in interest 
income received by Ferragamo USA Inc. for the refund of excess import duties paid between 1995 
and 1997, as the request filed in 1999 was fully granted; the refund of import duties, amounting 
to 1,816 thousand Euro net of the relevant legal fees, was recognized under net operating costs. 

Net interest and expenses on lease liabilities were down from 17,752 thousand Euro in 2019 to 
14,374 thousand Euro in 2020.

Net gains and losses on exchange rate differences mainly reflect the impact of commercial 
transactions in foreign currency. Changes in net gains and losses should be correlated with the 
item “Net financial income/(charges) for fair value adjustment of derivatives”, which refers to 
the premium or discount on transactions to hedge the exchange rate risk undertaken by the 
Parent company and the changes in the fair value of non-hedging derivatives. The net impact of 
these two line items, Net gains/(losses) on exchange rate differences and Net financial income/
(charges) for fair value adjustment of derivatives, shifted from a negative 12,610 thousand Euro in 
2019 to a negative 9,716 thousand Euro. 

Income Taxes
The change in income taxes was as follows:

(In thousands of Euro) 2020 2019

Profit/(loss) before taxes (79,825) 117,134

Current and deferred taxes 9,645 (27,176)

Use/(Provision) for taxes from previous years (2,844) 6,704

Taxes from previous years 1,328 (9,297)

Tax rate na 25.4%

In 2020, income taxes had an 8,129 thousand Euro net positive impact – the result of 18,387 
thousand Euro in current taxes and 28,032 thousand Euro in net deferred tax assets, which were 
largely attributable to the deferred tax assets recognized on tax losses by the Parent company 
Salvatore Ferragamo S.p.A. and some subsidiaries, and on the provision for obsolete inventory; in 
2019, the Group paid a 25.4% tax rate. The direct tax expense of the Parent company Salvatore 
Ferragamo S.p.A. had declined in 2019 thanks to the benefit known as “Patent box” by approximately 
10.2 million Euro; in 2020, the Company notified the Inland Revenue Office that it would withdraw its 
application for an extension, thus intending to enter into the “Patent Box” self-assessment regime 
and assess the amount of the benefit on its own. No reduction in direct tax expense is expected for 
2020, as Salvatore Ferragamo S.p.A. reported a tax loss for the year. For more details, please refer to 
“Significant events occurred during the year - Patent Box and Research and Development, Design, 
and Innovation Credits”. 
In 2020, the Provision for taxes from previous years included 2,870 thousand Euro set aside by 
Ferragamo France S.A.S. for the tax audit relating to the tax years 2008-2010 that started in 2011; for 
more details, see “Significant events occurred during the year - Tax and customs disputes and audits”.
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Net profit/(loss), minority interests and Group net 
profit/(loss)

(In thousands of Euro)
2020 % of 

Revenues 
2019 % of 

Revenues 

Net profit/(loss) for the period (71,696) (7.8%) 87,365 6.3%

Net profit/(loss) – Group (66,397) (7.2%) 87,281 6.3%

Net profit/(loss) – minority interests (5,299) (0.6%) 84 0.0%

The net loss for the period amounted to 71,696 thousand Euro and the Group reported a 66,397 
thousand Euro loss, compared to 87,281 thousand Euro in profit in 2019.
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Statement of financial position and Investments
Below is the statement of financial position as at 31 December 2020 reclassified by sources and uses, 
compared to the position as at 31 December 2019.

(In thousands of Euro)
31 December

2020
31 December

2019
% change 

Property, plant and equipment, investment property, intangible assets 
with a finite useful life and goodwill 260,515 333,380 (21.9%)

Right-of-use assets 475,240 576,455 (17.6%)

Net working capital 314,552 334,552 (6.0%)

Other non current assets/(liabilities), net 91,973 73,032 25.9%

Other current assets/(liabilities), net (3,418) (27,721) (87.7%)

Net invested capital 1,138,862 1,289,698 (11.7%)

Group shareholders’ equity 693,582 763,647 (9.2%)

Minority interests 16,114 21,618 (25.5%)

Shareholders’ equity (A) 709,696 785,265 (9.6%)

Net financial debt/(surplus) (B) 429,166 504,433 (14.9%)

Total sources of financing (A+B) 1,138,862 1,289,698 (11.7%)

Net financial debt/(surplus) (B) 429,166 504,433 (14.9%)

Lease liabilities (C) 567,909 676,329 (16.0%)

Adjusted net financial debt/(surplus) (B-C) (138,743) (171,896) (19.3%)

Adjusted net financial debt(surplus)/ 
Shareholders’ equity (19.5%) (21.9%)  
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Property, plant and equipment, Investment property, Goodwill,  
and Intangible assets with a finite useful life

(In thousands of Euro)
31 December

2020
31 December

2019
% change 

Property, plant and equipment 183,121 251,805 (27.3%)

Investment property 31,824 39,091 (18.6%)

Goodwill 6,679  - -

Intangible assets with a finite useful life 38,891 42,484 (8.5%)

Total 260,515 333,380 (21.9%)

The item “Property, plant and equipment” as at 31 December 2020 consisted of:
• �the Sesto Fiorentino industrial complex, as well as adjacent plots of land and the logistics hub that 

became operational in 2018, the portions of the American properties used in operating activities, and 
the property owned in Seoul, for a total net value of 87,863 thousand Euro;

• �furnishings and renovation work for the chain of directly operated stores as well as the molds for the 
fragrances product category, for 57,595 thousand Euro;

• �other assets, mainly for IT equipment, plant and equipment and tangible assets in progress for a total 
net value of 37,663 thousand Euro.

Investment property represents the part of the American properties which is not used for operations 
and producing income through rental. As at 31 December 2020, following the introduction of the 
accounting standard IFRS16, this item included also Right-of-use assets relating to lease contracts for 
property leased in the United States, amounting to 26,765 thousand Euro.

The amount of Goodwill was entirely acquired in 2020 through the business combination of Arts 
S.r.l. and Aura 1 S.r.l.: for details, see note 5 Business Combinations and the paragraph Significant 
events occurred during the year in this Directors’ report on operations. To allocate the consideration 
for the transaction in accordance with IFRS 3 Business Combinations, Salvatore Ferragamo S.p.A. 
identified and measured the fair value of the assets acquired and liabilities assumed with the help of 
an independent consultant. The analysis estimated the value of know-how at 6,380 thousand Euro. 
Arts S.r.l. has been collaborating with Salvatore Ferragamo S.p.A. since its inception in 1984, helping 
with the prototyping, industrialization, and quality control of products as well as the monitoring 
of the Group’s network of suppliers with respect to men’s footwear. Net of the fair value of the 
assets acquired and liabilities assumed, the residual amount allocated to goodwill arising from the 
acquisition totaled 6,679 thousand Euro. The amount of goodwill is attributable to the synergies and 
other economic benefits arising from the combination of the assets of the acquirees with those of 
Salvatore Ferragamo S.p.A..

Intangible assets with a finite useful life largely consist of capitalized costs for the development of 
business software applications (SAP, ERP, reporting systems, shipping system, e-commerce platform), 
the know-how acquired in the business combination with Arts S.r.l. and Aura1 S.r.l., finalized in 2020 
(for a net residual value of 5,782 thousand Euro as at 31 December 2020), and the costs incurred to 
acquire the right to enter into shop rental contracts (the so-called key money, for a net residual value 
of 953 thousand Euro as at 31 December 2020). The remainder refers to registration expenses for 
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trademarks, industrial patents and intellectual property rights (software licenses) and intangible assets 
with a finite useful life in progress.

Investments in fixed assets
In 2020, the Group made investments in tangible and intangible assets (excluding the costs for the 
restoration of premises leased from third parties, recognized as fixed assets pursuant to the relevant 
contractual obligations) totaling 29,369 thousand Euro, including 23,260 thousand Euro in tangible 
assets and 6,109 thousand Euro in intangible assets, compared to a total of 59,002 thousand Euro in 
the prior year (excluding the costs for the restoration of premises leased from third parties, recognized 
as fixed assets pursuant to the relevant contractual obligations). The reduction in investments in 
2020 compared with the prior year was closely associated with the Group’s decision to deal with 
the emergency triggered by Covid-19 by postponing non-essential projects, so as to mitigate future 
economic-financial impacts and protect the financial soundness of the Group.

The most important investments in tangible assets were made in the opening and refurbishment of 
stores (16.4 million Euro, accounting for 71% of total investments in tangible assets). 

The main investments in intangible assets referred to the “Project Life Cycle Management-PLM” (for 
the integrated management of the product’s life cycle: as part of this initiative, product development 
– a high value-added process within the luxury industry – is optimized in terms of time and synergies 
with the Merchandising and Production functions, integrating and enhancing all in-house activities 
such as design, research, costing, and industrialization), which was all but completed in early 2020; 
the Enterprise Business Intelligence project, aimed at rationalizing corporate reporting and analytics 
systems by establishing a single shared “Data Warehouse”; the development of the e-commerce 
platform; and the purchase of software licenses (totaling 2.8 million Euro, i.e. 46% of the investments 
in intangible assets made in 2020). 

Investments in tangible assets under construction, amounting to 5.7 million Euro, mainly concerned the 
investments made for the refurbishment and opening of new stores which were not yet operational as 
at the reporting date. Investments in intangible assets under development totaled approximately 2.8 
million Euro and largely consisted of investments in the development of software to support business 
processes, including the RIO “Regional Inventory Optimization” project, intended to optimize the 
regional retail stock as part of the new distribution model, and the so-called “Marlin Project” aimed at 
standardizing the Group’s retail information systems relying on SAP.

During 2020, the Group did not make any investments in financial assets. 

Amortization and depreciation (excluding depreciation of the Right-of-use assets) totaled 67,085 thousand 
Euro as at 31 December 2020, in line with 67,278 thousand Euro as at 31 December 2019 (-0.3%).
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Right-of-use assets
The item, totaling 475,240 thousand Euro as at 31 December 2020, refers to the recognition of “Right-
of-use assets” against “Lease liabilities” following the application of the accounting standard IFRS16.

Right-of-use assets relating to lease contracts for property leased in the United States are included 
under Investment property.

Net working capital
Below is the breakdown and change in net working capital as at 31 December 2020 compared with 31 
December 2019.

(In thousands of Euro)
31 December

2020
31 December

2019
% change 

Inventories and Right of return assets 346,181 395,004 (12.4%)

Trade receivables 113,909 147,202 (22.6%)

Trade payables and Refund Liabilities (145,538) (207,654) (29.9%)

Total 314,552 334,552 (6.0%)

Net working capital was down 6.0% from 31 December 2019, largely because of the decline in 
Trade Receivables (-22.6%) as well as Inventories and Right of return assets (-12.4%), offset by 
the decrease in Trade Payables and Refund Liabilities (-29.9%). Specifically, inventories of finished 
products were down 28,745 thousand Euro from 31 December 2019 (-8.6%), also because of the 
greater write-downs recognized in 2020. Raw materials for production were down 35.7% or 19,150 
thousand Euro compared to 31 December 2019, and depend on production volumes for the period. 

Trade receivables declined by 33,293 thousand Euro from 31 December 2019 (-22.6%) and essentially 
referred to sales in the wholesale channel.

Trade payables mainly refer to purchases of production materials (raw materials and accessories), 
finished products, and costs relating to outsourced manufacturing.
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Other non current assets/(liabilities), net

(In thousands of Euro)
31 December

2020
31 December

2019
% change 

Other non current assets 2,518 2,642 (4.7%)

Other non current financial assets 15,574 16,939 (8.1%)

Deferred tax assets 119,656 96,736 23.7%

Total other non current assets 137,748 116,317 18.4%

Provisions for risks and charges (14,401) (13,921) 3.4%

Employee benefit liabilities (11,867) (11,901) (0.3%)

Other non current liabilities (12,564) (11,893) 5.6%

Deferred tax liabilities (6,943) (5,570) 24.6%

Total other non current liabilities (45,775) (43,285) 5.8%

Other non current assets/(liabilities), net 91,973 73,032 25.9%

“Other non current assets” mainly consist of:
• �the straight lining of rental income from the American real estate business for 792 thousand Euro 

(1,156 thousand Euro in 2019);
• �the portion of receivables due after more than 12 months relating to the advance on fees for Ungaro 

fragrances, amounting to 650 thousand Euro and paid at the time of the sale of the Ungaro brand and 
the partial renewal of the license contract in July 2017. 

“Other non current financial assets” mainly consist of guarantee deposits relating to existing lease 
contracts.

“Deferred tax assets” largely refer to taxes calculated on the reversal of unrealized intragroup profits 
in inventories and to temporary differences between the profit/(loss) for the period and the taxable 
income of the Group companies; the increase over 31 December 2019 was largely attributable to the 
deferred tax assets recognized on tax losses by Salvatore Ferragamo S.p.A. and other entities of the 
Groups as well as on the provision for obsolete inventory. 
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“Other non-current liabilities”, up 671 thousand Euro from 31 December 2019, largely refer to the 
straight-lining of the amounts received from lessors for the costs incurred to fit out the stores (12,256 
thousand Euro as at 31 December 2020). 

Other current assets/(liabilities), net 

(In thousands of Euro) 
31 December

2020
31 December

2019
% change 

Tax receivables 15,974 20,107 (20.6%)

Other current assets 35,944 32,980 9.0%

Total other current assets 51,918 53,087 (2.2%)

Tax payables (25,974) (26,491) (2.0%)

Other current liabilities (29,362) (54,317) (45.9%)

Total other current liabilities (55,336) (80,808) (31.5%)

Other current assets/(liabilities), net (3,418) (27,721) (87.7%)

“Other current assets” mainly consist of:
• �receivables due from credit card management companies for retail sales (6,213 thousand Euro), 

accrued income and prepaid expenses (13,270 thousand Euro), and advances to suppliers (2,708 
thousand Euro);

• �the 2,690 thousand Euro IRES receivable due from the Holding company Ferragamo Finanziaria 
S.p.A. of Salvatore Ferragamo S.p.A and Ferragamo Parfums S.p.A. under the domestic fiscal unity;

• �the fair value measurement of hedging derivative contracts for 6,878 thousand Euro (1,466 
thousand Euro in 2019) entered into by the Parent company to manage exchange rate risk on sales 
in currencies other than the Euro.

“Other current liabilities” mainly consist of:
• �the fair value measurement of hedging derivative contracts for 1,653 thousand Euro (5,554 

thousand Euro in 2019) entered into by the Parent company to manage exchange rate risk on sales 
in currencies other than the Euro;

• �payables to employees for amounts accrued but not yet paid, payables to social security institutions 
for contributions to be paid in the period immediately after the reporting date, provisions at the 
end of the reporting period for other payables to suppliers, accrued expenses and deferred income.
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Shareholders’ equity

(In thousands of Euro)
31 December

2020
31 December

2019
% change 

Group shareholders’ equity 693,582 763,647 (9.2%)

Minority interests 16,114 21,618 (25.5%)

Total 709,696 785,265 (9.6%)

The changes in the Group’s share of shareholders’ equity are due to the combined effect of the following:
• �the 66,397 thousand Euro decrease in profit/(loss) for the period; 
• �the 9,366 thousand Euro decrease attributable to the translation into Euro of the financial statements 

of subsidiaries denominated in other currencies, and the 1,267 thousand Euro decrease resulting 
from other translation effects; 

• �the 1,484 thousand Euro increase arising mainly from changes in the fair value of the put options 
assigned to pre-existing minority shareholders;

• �the 5,622 thousand Euro increase resulting from the measurement of hedging derivatives net of the 
relevant tax effect;

• �the 80 thousand Euro increase in the Stock Grant Reserve, relating to the 2016-2020 Stock Grant 
Plan, which came to an end in 2020 without granting shares in Salvatore Ferragamo S.p.A.;

• �in addition to minor negative effects for 221 thousand Euro. 

Net financial debt
Net financial debt as at 31 December 2020 and 31 December 2019 was as follows:

(In thousands of Euro)
31 December

2020
31 December

2019
% change 

Cash and cash equivalents (A) 327,880 222,332 47.5%

Other current financial assets (B) 566 101 460.4%

Interest-bearing loans and borrowings (C) 186,000 48,060 287.0%

Other financial liabilities (D) 3,703 2,477 49.5%

Lease liabilities (E) 567,909 676,329 (16.0%)

Net financial debt/(surplus) (C + D +E – A – B) 429,166 504,433 (14.9%)

Net financial debt as at 31 December 2020, including lease liabilities, amounted to 429,166 thousand 
Euro, of which 567,909 thousand Euro in current and non-current lease liabilities.
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Net financial debt, excluding lease liabilities, as at 31 December 2020 and 2019 was restated as follows:

(In thousands of Euro)

31 December
2020

31 December
2019

Change 
2020 vs 

2019

Net financial debt/(surplus) (a) 429,166 504,433 (75,267)

Non current lease liabilities 464,400 559,267 (94,867)

Current lease liabilities 103,509 117,062 (13,553)

Lease liabilities (b) 567,909 676,329 (108,420)

Adjusted net financial debt/(surplus) (a-b) (138,743) (171,896) 33,153

The Group ended 2020 with a positive adjusted net financial position of 138,743 thousand Euro, down 
33,153 thousand Euro from the prior year. This was largely due to the adjusted cash flows used in 
operating activities (negative 5,242 thousand Euro and severely affected by the decline in revenues 
caused by the closure of part of the Group’s distribution network as well as international traffic 
restrictions, so-called lockdown), the cash flows used for the purposes of investing in tangible and 
intangible assets during 2020 (29,810 thousand Euro), and the acquisition of Arts S.r.l. and Aura 1 S.r.l., 
net of the cash acquired (7,581 thousand Euro), in April 2020. 
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Income and financial indicators
The tables below set out the trend in the main income and financial indicators for the years ended 31 
December 2020 and 2019.

These indicators are based on the data from the consolidated financial statements. To better 
understand them, they should be read in conjunction with the alternative performance measures and 
financial statements prepared in accordance with the relevant accounting standards (IFRS) described 
in this document.

Profitability ratios 2020 2019

ROE
(Group net profit/(loss) for the period/average Group shareholders’ equity) (9.1%) 11.5%

ROI
(Operating profit/(loss) / Net average invested capital) (5.1%) 15.7%

ROS
(Operating profit/(loss) / Revenues)

(6.7%)
 

10.9%
 

Financial ratios 2020 2019

Coverage of shareholders’ equity ratio
(Shareholders’ equity / Non current assets) 81.2% 76.5%

Liquidity ratio 
(Current assets excluding inventories/Current liabilities) 136.7% 93.9%

Turnover ratios expressed in days 2020 2019

Turnover of trade receivables  
(Average value of Trade receivables in the period / Revenues x days) 52 38

Turnover of Trade payables  
(Average value of Trade payables in the period / Purchases of goods and services x days) 108 93

Inventory turnover  
(Average value of Inventories in the period / Cost of goods sold x days) 381 284

Turnover of Average invested capital  
(Average value of Net invested capital / Revenues x days) 484 252

Average value means the simple arithmetic average of the closing balances of the period and of the 
previous period.

Board of Directors’ report Consolidated Non-Financial Statement Consolidated Financial Statements Separate Financial Statements

47 Salvatore Ferragamo • Annual Report as at 31 December 2020 |



5. �Operating performance of the Parent 
company Salvatore Ferragamo S.p.A.

The tables set out below and the relevant comments have been prepared on the basis of the separate 
financial statements as at 31 December 2020, to which reference should be made. They have been 
prepared in accordance with the International Financial Reporting Standards (IFRS) issued by the 
International Accounting Standard Board (IASB) and endorsed by the European Union, as well as in 
compliance with the provisions issued in implementation of art. 9 of Legislative Decree no. 38/2005.

The following table shows the main income statement indicators.

(In thousands of Euro) 2020 % of Revenues 2019 % of Revenues % change

Revenues from sales (wholesale, retail, e-commerce) 538,075 95.9% 807,556 96.5% (33.4%)

Revenues from royalties 7,112 1.3% 9,637 1.2% (26.2%)

Other income and services 15,871 2.8% 19,754 2.4% (19.7%)

Revenues from contracts with customers  561,058 100.0%  836,947 100.0% (33.0%)

Change in inventories of finished products (13,492) (2.4%) 5,996 0.7% na

Costs for raw materials, goods and consumables (158,819) (28.3%) (237,462) (28.4%) (33.1%)

Costs for services (202,628) (36.1%) (305,678) (36.5%) (33.7%)

Personnel costs (58,910) (10.5%) (72,412) (8.7%) (18.6%)

Amortization, depreciation and write-downs (44,309) (7.9%) (40,573) (4.8%) 9.2%

Other operating costs (131,133) (23.4%) (52,964) (6.3%) 147.6%

Other income and revenues 9,105 1.6% 14,266 1.7% (36.2%)

Total costs (net of other income and revenues) (600,186) (107.0%) (688,827) (82.3%) (12.9%)

Operating profit/(loss) (39,128) (7.0%) 148,120 17.7% (126.4%)

Net financial (charges)/income (12,572) (2.2%) 5,096 0.6% na

Profit/(loss) before taxes (51,700) (9.2%) 153,216 18.3% na

Income Taxes 17,630 3.1% (29,005) (3.5%) na

Tax rate 34.1%   18.9%    

Net profit/(loss) for the period (34,070) (6.1%) 124,211 14.8% (127.4%)

EBITDA 5,181 0.9% 188,693 22.5% (97.3%)

The 2020 results were significantly influenced by the outbreak of the pandemic caused by 
the novel coronavirus, known as Covid-19. This situation has led to restrictions and bans on 
business operations, the movement of people, and international traffic (so-called lockdown). 
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This had an especially negative impact on tourist flows across the globe, severely affecting the 
Company’s wholesale channel; in addition, starting from March 2020, the closure of most of the 
Group’s distribution network, with intermittent partial reopenings, negatively affected also the 
performance of the retail channel. The Company’s revenues totaled 561,058 thousand Euro, down 
33.0% from 836,947 thousand Euro in 2019. 

The Company promptly took a series of steps and actions to contain costs, maintaining only the 
investments considered to be essential or top priority; however, it reported a 39,128 thousand Euro 
operating loss, compared to a 148,120 thousand Euro profit in 2019. This result was influenced 
by the Advance Pricing Agreement for EBIT adjustments, recognized under Other operating costs 
and totaling 125,925 thousand Euro (47,896 thousand Euro in 2019), that Salvatore Ferragamo 
S.p.A. applies to its foreign subsidiaries that perform distribution operations. 

EBITDA was down 97.3% from 188,693 thousand Euro to 5,181 thousand Euro and from 22.5% in 
2019 to 0.9% in 2020 as a percentage of Revenues. 

Total Financial income (charges) swung from 5,096 thousand Euro in income to 12,572 thousand 
Euro in charges, largely because of the greater write-down of the investments recognized as at 31 
December 2020 compared to 2019, also in light of the different scenario created by the pandemic.
The following table shows net financial income and charges and the change on the previous year. 
For ease of reference, financial income and charges are shown net; reference should be made to 
the Explanatory notes to the separate financial statements for separate and detailed information 
on charges and income.

(In thousands of Euro) 2020 2019 % change 

Dividends from investments  49,365  32,523 51.8%

Net financial income/(charges) for fair value adjustment of derivatives  11,332  (17,732) na

Restatement value/(write-downs) of investments  (46,158)  (11,668) 295.6%

Net gains/(losses) on exchange rate differences  (24,503)  5,808 na

Net interest expense on lease liabilities  (3,159)  (3,296) (4.2%)

Other net income/(charges)  (1,050)  (593) 77.1%

Net interest  1,601  54 na

Total  (12,572)  5,096 na

The 51,700 thousand Euro loss before taxes had a positive impact on income taxes, mainly because 
of the recognition of 11,080 thousand Euro in deferred tax assets on tax losses. In 2019, the Company 
had reported a 29,005 thousand Euro tax expense (with a tax rate of 18.9%), benefiting, among other 
things, from a 10,218 thousand Euro reduction in direct tax expense thanks to the benefit known 
as “Patent box”. In 2020, the Company notified the Inland Revenue Office that it would withdraw 
its application for an extension, thus intending to enter into the “Patent Box” self-assessment 
regime and assess the amount of the benefit on its own. No reduction in direct tax expense is 
expected for 2020, as the Company reported a tax loss for the year. For more details, please refer to 
“Significant events occurred during the year - Patent Box and Research and Development, Design, 
and Innovation Credits”.
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The Company reported a 34,070 thousand Euro net loss for the period, compared to a 124,211 
thousand Euro profit in 2019.

Revenues 
The following table shows revenues by distribution channel and the change over the previous year:

(In thousands of Euro)
2020 % of 

Revenues
2019 % of 

Revenues
% change 

Wholesale 508,727 90.7% 737,793 88.2% (31.0%)

Retail+E-commerce 29,348 5.2% 69,763 8.3% (57.9%)

Revenues from sales 538,075 95.9% 807,556 96.5% (33.4%)

Revenues from royalties 7,112 1.3% 9,637 1.1% (26.2%)

Other income and services 15,871 2.8% 19,754 2.4% (19.7%)

Revenues 561,058 100.0% 836,947 100.0% (33.0%)

Wholesale revenues refer mainly to sales to Group companies and, to a lesser extent, sales to retailers. 
They were down 31.0% year-on-year; this channel was severely affected by the global outbreak of 
Covid-19 and the ensuing social distancing restrictions imposed in various countries around the world, 
which negatively impacted also the Travel Retail channel.

In 2020, Retail + e-commerce sales, referring to the revenues generated from directly operated stores 
(DOS) in Italy and e-commerce sales in Europe, were severely affected by the gradual closure of the 
Group’s distribution network and the significant reduction in traffic (-64.9% compared to 2019); this 
was only partly offset by rising e-commerce sales (+40.6%).

Revenues from royalties refer mainly to revenues from the licensing of the Salvatore Ferragamo brand 
with reference to the eyewear, watches, and fragrances product categories.

The item “Other income and services” mainly includes other revenues from Group companies and the 
recovery of freight and packaging costs.

The following table shows the revenues from sales by geographic area and the change over the 
previous year.
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(In thousands of Euro)

2020 % of 
Revenues 

from sales

2019 % of 
Revenues 

from sales

% change 

Italy  81,120 15.1%  122,700 15.2% (33.9%)

Europe (excluding Italy) 81,623 15.2% 121,191 15.0% (32.6%)

North America 127,161 23.6% 201,409 24.9% (36.9%)

Asia Pacific 177,259 32.9% 263,839 32.7% (32.8%)

Japan 40,298 7.5% 48,564 6.0% (17.0%)

Central and South America 30,614 5.7% 49,853 6.2% (38.6%)

Revenues from sales 538,075 100.0% 807,556 100.0% (33.4%)

In 2020, the Italian market saw revenues from sales fall by 33.9%, whereas Europe registered a 32.6% 
decrease, with the retail and e-commerce channel down 57.9% year-on-year and the wholesale 
business contracting by 23.4%. Both areas were severely affected by the restrictions on business 
operations and international traffic enacted in most European countries.

The other geographies were also severely affected by the restrictions and bans on business operations 
resulting from the global outbreak of the pandemic.

Specifically, the North American market was down 36.9%; meanwhile, the Asia-Pacific area made once 
again the largest contribution to the Company’s revenues, accounting for 32.9% of the total, but saw 
revenues decline by 32.8% from 2019.

Revenues fell by 17.0% in Japan and 38.6% in Central and South America. 

The following table shows the revenues from sales by product category and the change over the 
previous year.

 (In thousands of Euro)

2020 % of 
Revenues 

from sales

2019 % of 
Revenues 

from sales

% change 

Footwear 233,365 43.4% 369,076 45.7% (36.8%)

Leather goods 233,316 43.4% 338,819 42.0% (31.1%)

Apparel 43,159 8.0% 53,043 6.5% (18.6%)

Accessories and other products 28,235 5.2% 46,618 5.8% (39.4%)

Revenues from sales 538,075 100.0% 807,556 100.0% (33.4%)

All product categories were down year-on-year; footwear and leather goods accounted for 86.8% of 
total revenues from sales.
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Statement of financial position and Investments
Below is the statement of financial position as at 31 December 2020 reclassified by sources and uses, 
compared to the position as at 31 December 2019.

 (In thousands of Euro)
31 December 

2020
31 December 

2019
% change 

Property, plant and equipment, intangible assets with a finite useful 
life, and goodwill  147,050  151,143 (2.7%)

Right-of-use assets  95,735  110,878 (13.7%)

Net working capital  113,621  162,018 (29.9%)

Other non current assets/(liabilities), net  146,624  179,607 (18.4%)

Other current assets/(liabilities), net  4,596 (23,118) na

Net invested capital 507,626 580,528 (12.6%)

Shareholders’ equity (A) 656,730 686,684 (4.4%)

Net financial debt/(surplus) (B) (149,104) (106,156) 40.5%

Total sources of financing (A+B) 507,626 580,528 (12.6%)

Net financial debt/(surplus) (B) (149,104) (106,156) 40.5%

Lease liabilities (C) 101,700 113,636 na

Adjusted net financial debt/(surplus) (B-C) (250,804) (219,792) 14.1%

Adjusted net financial debt/Shareholders’ equity (38.2%) (32.0%)  

Investments in fixed assets
In 2020, Salvatore Ferragamo S.p.A. acquired control over Arts S.r.l. and Aura1 S.r.l., which were 
subsequently merged into the Company. For details, see the paragraph Significant events occurred 
during the year and note 5 Business Combinations in the explanatory notes to the Separate Financial 
Statements. To allocate the consideration for the transaction in accordance with IFRS3 Business 
Combinations, Salvatore Ferragamo S.p.A. identified and measured the fair value of the assets 
acquired and liabilities assumed with the help of an independent consultant. The analysis estimated 
the value of know-how at 6,380 thousand Euro. Arts S.r.l. has been collaborating with Salvatore 
Ferragamo S.p.A. since its inception in 1984, helping with the prototyping, industrialization, and 
quality control of products as well as the monitoring of the Parent company’s network of suppliers 
with respect to men’s footwear. Net of the fair value of the assets acquired and liabilities assumed, 
the residual amount allocated to goodwill arising from the acquisition totaled 6,679 thousand Euro. 
The amount of goodwill is attributable to the synergies and other economic benefits arising from 
the combination of the assets and industrial operations of the acquirees with those of Salvatore 
Ferragamo S.p.A..

During 2020, the Company made investments in tangible and intangible assets for a total amount 
of 8,224 thousand Euro, of which 2,656 thousand Euro in tangible assets and 5,568 thousand Euro 
in intangible assets, compared to a total of 28,139 thousand Euro in the previous year. The reduction 
in investments compared to 2019 was closely associated with the Company’s decision to deal with 
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the emergency triggered by Covid-19 by postponing non-essential projects, so as to mitigate future 
economic-financial impacts and protect the financial soundness of the Company. 

The most important investments in tangible assets referred to the works carried out at the Osmannoro-
Sesto Fiorentino facility as well as the refurbishment of stores of the Italian network.

The main investments in intangible assets referred to the “Project Life Cycle Management-PLM” (for 
the integrated management of the product’s life cycle: as part of this initiative, product development 
– a high value-added process within the luxury industry – is optimized in terms of time and synergies 
with the Merchandising and Production functions, integrating and enhancing all in-house activities 
such as design, research, costing, and industrialization), which was all but completed in early 2020; 
the Enterprise Business Intelligence project (aimed at rationalizing corporate reporting and analytics 
systems by establishing a single shared “Data Warehouse”); the development of the e-commerce 
platform; and the purchase of software licenses.

Investments in tangible assets under construction amounted to 0.4 million Euro and mainly concerned 
works yet to be completed at the Osmannoro-Sesto Fiorentino facility.

Investments in intangible assets under development totaled approximately 2.8 million Euro and largely 
consisted of investments in the development of software to support business processes, including the 
RIO “Regional Inventory Optimization” project, intended to optimize the regional retail stock as part of 
the new distribution model, and the so-called “Marlin Project” aimed at standardizing the Group’s retail 
information systems relying on SAP. 

Amortization and depreciation (excluding depreciation of the Right-of-use assets) totaled 25,257 
thousand Euro as at 31 December 2020, compared to 23,510 thousand Euro as at 31 December 2019. 

During 2020, the Company did not make any investments in financial assets.

Net working capital
Below is the breakdown and change in net working capital as at 31 December 2020 compared with 
31 December 2019.

(In thousands of Euro)
31 December 

2020
31 December

 2019
% change 

Inventories and Right of return assets 101,039 133,938 (24.6%)

Trade receivables 144,139 194,186 (25.8%)

Trade payables and Refund Liabilities (131,557) (166,106) (20.8%)

Total 113,621 162,018 (29.9%)

Net working capital decreased by 29.9%. Inventories and right of return assets were down 32,899 
thousand Euro overall, i.e. 24.6%: the inventories of raw materials for production declined by 19,407 
thousand Euro, while the inventories of finished products and right of return assets fell by 13,492 
thousand Euro (including 3,799 thousand Euro referring to the change in right of return assets, totaling 
9,688 thousand Euro as at 31 December 2020). 
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Trade receivables totaled 144,139 thousand Euro, down 25.8% from 2019 as a direct consequence 
of the contraction in revenues seen in 2020, and included 112,179 thousand Euro in receivables from 
subsidiaries (-30.5% compared to 2019) and 31,960 thousand Euro in receivables from third parties 
(-2.6% compared to 2019). 

Trade payables and Refund Liabilities amounted to 131,557 thousand Euro (including 16,098 thousand 
Euro in refund liabilities), down 20.8% from 2019. They largely referred to purchases of production 
materials, outsourcing costs, and purchases of finished goods.

Net financial debt/(surplus)
Net financial debt/(surplus) as at 31 December 2020 and 31 December 2019 was as follows:

(In thousands of Euro) 
31 December

2020
31 December

2019
% Change 

Cash and cash equivalents (A) 212,453 120,088 76.9%

Other current financial assets (B) 166,939 99,875 67.1%

Interest-bearing loans and borrowings (C)  124,919  - na

Other current financial liabilities (D) 3,669 171 2045.6%

Lease liabilities (E) 101,700 113,636 (10.5%)

Net financial debt/(surplus) (C + D +E – A – B) (149,104) (106,156) 40.5%

As at 31 December 2020, the net financial surplus amounted to 149,104 thousand Euro, including 
101,700 thousand Euro in current and non-current lease liabilities.
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Net financial debt/(surplus), excluding lease liabilities, as at 31 December 2020 and 31 December 2019 
was restated as follows:

(In thousands of Euro)

31 December
2020

31 December
2019

Change 
2020 vs 

2019

Net financial debt/(surplus) (a) (149,104) (106,156)  (42,948)

Non current lease liabilities 85,908 96,181  (10,273)

Current lease liabilities 15,792 17,455  (1,663)

Lease liabilities (b) 101,700 113,636  (11,936)

Adjusted net financial debt/(surplus) (a-b) (250,804) (219,792)  (31,012)

2020 ended with a positive adjusted net financial position amounting to 250,804 thousand Euro, up 
from 219,792 thousand Euro as at 31 December 2019. The Company’s net financial position remains 
very positive, thanks to 50,550 thousand Euro in adjusted cash flows from operating activities (even 
though 2020 was affected by the decline in revenues caused by the closure of the distribution 
network and international traffic restrictions), net of 8,665 thousand Euro in cash flows used for 
the purposes of investing in tangible and intangible assets during 2020as well as the acquisition 
and subsequent merger of Arts S.r.l. and Aura 1 S.r.l., net of the cash acquired (7,581 thousand Euro). 
Please note that, in order to support the financial soundness of the Group and maintain significant 
investment capacity, the Shareholders’ Meeting of Salvatore Ferragamo that approved the 2019 
separate financial statements resolved not to distribute dividends and to allocate instead the profit 
for the year 2019 entirely to the extraordinary reserve.
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Income and financial indicators 
The tables below set out the trend in the main income and financial indicators of the Parent company 
for the years ended 31 December 2020 and 2019.

These indicators are based on the data from the separate financial statements. To better understand 
them, they should be read in conjunction with the alternative performance measures and financial 
statements prepared in accordance with the relevant accounting standards (IFRS) described in this 
document.

 Profitability ratios 2020 2019

ROE 
(Net profit/(loss) for the period / Average shareholders’ equity) (5.1%) 19.0%

ROI 
(Operating profit/(loss) / Net average invested capital) (7.2%) 28.0%

ROS 
(Operating profit/(loss) / Revenues from sales and services) (7.0%) 17.7%

 Financial ratios 2020 2019

Coverage of shareholders’ equity ratio  
(Shareholders’ equity / Non current assets) 149.5% 147.0%

Liquidity ratio  
(Current assets excluding inventories/Current liabilities) 313.0% 197.6%

 Turnover ratios expressed in days 2020 2019

Turnover of trade receivables 
Average value of Trade receivables in the period / Revenues from sales and services 
x days  110  80

Turnover of Trade payables 
Average value of Trade payables in the period / Costs for raw materials, goods and 
consumables and Costs for services x days 132 99

Inventory turnover 
Average value of Inventories in the period / cost of goods sold x days  126  102 

Turnover of average invested capital 
Average value of invested capital / Revenues from sales and services x days 354 230

Average value means the simple arithmetic average of the closing balances of the period and of the 
previous period.
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6. �Reconciliation between the Parent 
company’s net profit/(loss) for the 
period and shareholders’ equity 
and the consolidated values of the 
Group

The reconciliation statement between the Parent company’s net profit/(loss) for the period and 
shareholders’ equity, and the corresponding consolidated amounts, is provided below:

(In thousands of Euro)

31 December 2020

Shareholders’ 
equity

Net profit/
(loss) for the 

period

Salvatore Ferragamo S.p.A. data 656,730 (34,070)

Elimination of consolidated investments 202,609 (24,145)

Dividends distributed among Group companies  - (49,365)

Elimination of write-downs / (restatement value) on consolidated investments  - 46,158

Elimination of unrealized profits, deriving from transactions between Group compa-
nies, relating to inventories, net of the deferred tax effect (157,087) (6,456)

Effect of IAS 39 – cash flow hedge reserve, net of the deferred tax effect  - (1,372)

Other consolidation adjustments 7,444 (2,446)

Total shareholders' equity and net profit/(loss) 709,696 (71,696)

Minority interests – shareholders’ equity and net profit/(loss) 16,114 (5,299)

Group – shareholders’ equity and net profit/(loss) 693,582 (66,397)
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7. Results of Group companies
The main highlights of subsidiaries are shown in the table below.

  2020 2019 

Company

(In thousands)

Currency Revenues Shareholders’ 
equity

Revenues Shareholders’ 
equity

Ferragamo Australia Pty Ltd. AUD 20,110 21,979 30,741 22,093
Ferragamo Japan K.K. JPY 10,426,130 (2,474,038) 13,450,746 84,290
Ferragamo Korea Ltd. KRW 105,606,624 82,060,002 150,303,572 78,558,176
Ferragamo Espana S.L. EURO 4,461 3,732 12,932 3,827
Ferrimag Limited HKD - 125,726 - 124,786
Ferragamo Retail HK Limited HKD 170,509 (72,822) 388,030 104,657
Ferragamo Retail Taiwan Limited TWD 590,730 299,370 596,271 264,649
Ferragamo Mexico S. de R.L. de C.V. MXN 910,960 652,873 1,277,966 626,041
Ferragamo Retail Nederland B.V. EURO 2,538 1,185 5,602 1,323
Ferragamo Fashion Trading (Shanghai) 
Co. Ltd. CNY 1,346,174 582,964 1,185,003 423,767
Ferragamo (Singapore) Pte. Ltd. SGD 12,471 (26,957) 29,701 (18,474)
Ferragamo (Thailand) Limited THB 135,597 (110,759) 170,988 (32,784)
Ferragamo (Malaysia) Sdn Bhd MYR 26,758 18,695 44,232 24,247
Ferragamo Hong Kong Ltd. USD 164,093 125,527 233,190 178,882
Ferragamo USA Group USD 211,796 85,269 352,163 81,579
Ferragamo Deutschland GmbH EURO 6,309 4,647 13,540 6,052
Ferragamo Belgique SA EURO 921 669 1,540 672
Ferragamo Monte-Carlo S.A.M. EURO 293 (74) 905 285
Ferragamo (Suisse) SA CHF 4,872 1,546 8,246 1,500
Ferragamo U.K. Limited GBP 10,347 5,142 24,288 8,845
Ferragamo France S.A.S. EURO 9,409 10,625 23,114 9,121
Ferragamo Parfums S.p.A. EURO 39,739 21,562 85,281 25,546
Ferragamo Chile S.A. CLP 440,210 (710,201) 518,082 (466,311)
Ferragamo Austria GmbH EURO 1,442 3,983 3,824 3,907
Ferragamo Retail India Private Limited INR - (446,037) - (433,333)
Ferragamo Retail Macau Limited MOP 55,624 69,541 138,047 84,176
Ferragamo Moda (Shanghai) Co.Ltd. CNY 306,581 (10,215) 303,977 (38,720)
Ferragamo Brasil Roupas e Acessorios 
Ltda. BRL 25,988 21,101 28,970 21,055
Ferragamo Argentina S.A. ARS 121,023 (9,629) 98,830 36,611
Ferragamo Denmark ApS* DKK - - 2,348 -

*company which ceased operations on 16 December 2019 and was struck off the Copenhagen Company Register on 7 January 2020.
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8. �Significant events occurred during 
the year 

Ordinary Shareholders’ Meeting 
Considering the epidemiological emergency caused by the Covid-19 virus, at the meeting held 
on 6 April 2020 the Board of Directors resolved to postpone the Shareholders’ Meeting originally 
convened for 21 April 2020 in single call to 8 May 2020, once again in single call, without any 
changes to the agenda.

On 8 May 2020, the Shareholders’ Meeting of the Parent company Salvatore Ferragamo S.p.A. approved 
the separate financial statements for the year ended 31 December 2019 and the allocation of the 
124,211,203 profit for the year 2019 to the extraordinary reserve, as detailed in the specific section 
“Dividends” of the explanatory notes.

On the same date, the Shareholders’ Meeting also: 
• �elected the members of the Board of Statutory Auditors for the 2020 - 2022 period based on a slate-

voting system. The members, who shall remain in office until the Meeting convened to approve the 
financial statements at 31 December 2022, are: Andrea Balelli, elected from the slate submitted by 
a group of minority shareholders in the Company and subsequently appointed as Chairman of the 
Board; Paola Caramella and Giovanni Crostarosa Guicciardi, Acting Statutory Auditors elected from 
the majority slate submitted by Ferragamo Finanziaria S.p.A.; Antonella Andrei and Roberto Coccia, 
Substitute Statutory Auditors elected from the majority and minority slates, respectively. Finally, the 
Meeting fixed the gross annual fee of the Chairman of the Board of Statutory Auditors at 64,000 Euro 
and the gross annual fee of each Acting Statutory Auditor at 48,000 Euro;

• �authorized the Board of Directors to buy, including in multiple rounds, ordinary shares in Salvatore 
Ferragamo with a par value of 0.10 Euro each, up to a maximum amount that, considering the ordinary 
shares in Salvatore Ferragamo held from time to time by the Companies or its subsidiaries, shall not 
exceed 1% (i.e. 1,687,900 ordinary shares) of the Company’s share capital in accordance with article 
2357, paragraph 3 of the Italian Civil Code;

• �approved the Company’s policy concerning the remuneration of the members of the governing bodies, 
general managers, managers with strategic responsibilities, and the members of control bodies for 
the year 2020, as well as the procedures used to adopt and implement said policy, as described in 
Section I of the report on remuneration policy and fees paid;

• �voted in favor of Section II of the report on remuneration policy and fees paid, which includes, among 
other things, a list of the fees paid to said individuals in any capacity and in any form for the year 
ended 31 December 2019.
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Board of Directors
At the meeting held on 10 March 2020, the Company’s Board of Directors approved, (i) the draft separate 
financial statements for 2019, the Directors’ report on operations for 2019 and the consolidated 
financial statements as at 31 December 2019, (ii) the Report on corporate governance and ownership 
structure, (iii) the Report on remuneration policy and fees paid, (iv) the consolidated Non-Financial 
Statement for 2019, containing non-financial information pursuant to Legislative Decree no. 254 of 30 
December 2016, as a separate document from the Directors’ report on operations, and convened the 
ordinary Shareholders’ Meeting for 21 April 2020.

At the same meeting on 10 March 2020, Salvatore Ferragamo S.p.A.’s Board of Directors also:
• �resolved to propose that the Shareholders’ Meeting convened for 21 April 2020 distribute a dividend 

of 0.34 Euro per ordinary share; this proposal was subsequently withdrawn with the resolution of the 
Board of Directors dated 6 April 2020;

• �appointed the CFO Alessandro Corsi as Manager charged with preparing Company’s Financial 
Reports, after consulting with the Nomination and Remuneration Committee as well as the Board of 
Statutory Auditors, pursuant to art. 154 bis of Italian Legislative Decree no. 58 of 24 February 1998. 
The appointment is effective as from 1 April 2020;

• �approved an agreement to acquire 100% of Arts S.r.l..

On 6 April 2020, considering the epidemiological emergency caused by the Covid-19 virus and the 
restrictions enacted by the Italian Government, the Company’s Board of Directors resolved to postpone 
the Shareholders’ Meeting originally convened for 21 April 2020 to 8 May 2020, once again in single call. 

At the same meeting on 6 April 2020 the Board of Directors, having confirmed all the powers 
previously granted to the Chairman and Managing Director upon their appointment, established an 
Executive Committee within the Board, vesting it with the powers to monitor, oversee and support the 
implementation of the initiatives launched by the Company to address the emergency caused by the 
Covid-19 pandemic. At the meeting on 10 November 2020, the Executive Committee was terminated 
effective 15 December 2020. 

On 27 May 2020, the Board of Directors co-opted Michele Norsa, pursuant to art. 2386, paragraph 1 
of the Italian Civil Code, with the favorable opinion of the Nomination and Remuneration Committee as 
well as the Board of Statutory Auditors, as Director as well as Executive Deputy Chairman, vesting him 
with the executive powers previously exercised by the Chairman Ferruccio Ferragamo. To allow this 
appointment, the Company’s Director and Deputy Chairman Giacomo Ferragamo resigned from all his 
positions. On the same date, the Board of Directors appointed Michele Norsa also as Chairman of the 
Executive Committee as well as the Brand and Product Strategy Committee.
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Acquisition of Arts S.r.l. and Aura1 S.r.l. and merger
On 27 April 2020, Salvatore Ferragamo S.p.A acquired 100% of Aura 1 S.r.l., a subholding company 
owning 50.8% of Arts S.r.l, and 49.2% of Arts S.r.l., thus owning, directly and indirectly, 100% of 
Arts S.r.l.. Arts S.r.l. has been collaborating with Salvatore Ferragamo S.p.A. since its inception in 
1984, helping with the prototyping, industrialization, and quality control of products as well as the 
monitoring of the Group’s network of suppliers with respect to men’s footwear. The Group pursued 
this deal to strengthen its control over its supply chain and acquire strategic capabilities in one of 
its key product categories. Based on the agreed economic conditions, Salvatore Ferragamo S.p.A. 
paid a total of 11.3 million Euro, and then an additional 3,629 thousand Euro (amount agreed on 
the basis of the net cash on hand as at 31 March 2020) in February 2021, as agreed by the parties. 

In order to streamline the ownership structure, allowing for more flexible internal processes – 
and therefore optimize the management of resources and intercompany financial flows arising 
from the operations currently divided between Aura 1 S.r.l. and Arts S.r.l. – the Group deemed it 
appropriate to merge said entities into Salvatore Ferragamo S.p.A.. 

On 25 June 2020, the Company’s Board of Directors approved the draft terms of the merger of the 
wholly-owned subsidiaries Arts S.r.l. and Aura1 S.r.l. into Salvatore Ferragamo S.p.A.. On 28 July 
2020, the Board of Directors approved the merger in accordance with art. 2505, paragraph 2 of 
the Italian Civil Code, and the two merging entities passed similar resolutions on the same date.

On 24 November 2020, Salvatore Ferragamo S.p.A. and the two merging entities executed the 
deed of Merger authorized by a notary public in accordance with the resolution passed by the 
Company’s Board of Directors and the resolutions passed by the Shareholders’ Meetings of the 
merging entities on 28 July 2020.

The deed of merger was then filed with the relevant Company Register on 25 November 2020. 
The surviving entity did not carry out any rights issue as part of the transaction. 

The ownership interests in Aura 1 S.r.l. and Arts S.r.l. were canceled without assigning or swapping 
shares. In addition, no changes were made to Salvatore Ferragamo S.p.A.’s Bylaws. As the relevant 
conditions were met, in accordance with article 2501-quater, paragraph 2 of the Italian Civil 
Code, for the purposes of the merger the statements of financial position were replaced with 
the financial statements for the year ended 31 December 2019 of the three entities involved. The 
merger is effective retroactively to 1 January 2020 for accounting and tax purposes and effective 
1 December 2020 for legal purposes.
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Merger of Ferragamo Parfums S.p.A. (single-member 
company)
On 10 November 2020, the Board of Directors of Salvatore Ferragamo S.p.A. and the Board of Directors 
of Ferragamo Parfums S.p.A. approved the draft terms of the merger of the wholly-owned subsidiary 
Ferragamo Parfums S.p.A. (single-member company) into Salvatore Ferragamo S.p.A. The merger 
was born out of the need to streamline the Salvatore Ferragamo Group’s corporate structure in Italy, 
optimizing the management of resources and making structures more efficient. Following the merger, 
Salvatore Ferragamo S.p.A. will take over the operations of Ferragamo Parfums S.p.A., resulting in 
greater synergies and support to the growth of the business. Salvatore Ferragamo S.p.A. will not carry 
out any rights issue. The 10,000,000 ordinary shares with a nominal amount of 1 Euro each representing 
100% of Ferragamo Parfums S.p.A. (single-member company) owned by Salvatore Ferragamo S.p.A. will 
be canceled without assigning or swapping shares. No changes will be made to Salvatore Ferragamo 
S.p.A.’s Bylaws.

Medium-term credit lines
On 24 July 2020, the Company entered into a loan agreement with Intesa Sanpaolo S.p.A. as initial 
lender, which also acted as “global coordinator”, “bookrunner”, and “sustainability coordinator” 
through the IMI Corporate & Investment Banking Division for an overall amount of up to 250 million 
Euro. The credit facility consists of a term loan with a five-year maturity in 2025 and a revolving credit 
line with maturity in 2024 that can be extended for a year, each amounting to 125 million Euro. The 
loan was granted to support specific ESG (Environmental, Social and Governance) targets of Salvatore 
Ferragamo S.p.A. and meet the Company’s general cash needs, with an incentive mechanism linked 
to agreed sustainability targets. Specifically, the interest rate on both lines involves a margin, to be 
applied to the benchmark Euribor rate, that varies based on whether the Company achieves targets 
linked to ESG KPIs in full or in part.

Proceedings settled with the Inland Revenue Office
On 9 May 2017, Salvatore Ferragamo S.p.A. claimed a refund of 7,297,871 Euro relating to the estimated 
tax payments made in 2015 for the purposes of separate taxation calculated under the Controlled 
Foreign Companies (CFC) rules. Salvatore Ferragamo S.p.A. calculated said estimated tax payments 
using the “historical” method, i.e. by reference to the tax paid in 2014: this method allowed avoiding 
penalties for the underpayment of estimated taxes, a risk that in 2015 appeared to be especially 
material in light of the regulatory changes concerning controlled foreign companies as per art. 167 
of Italian Presidential Decree no. 917 of 22 December 1986 (“TUIR”). After the Inland Revenue Office 
provided clarification on the new rules (circ. no. 35/E of 4 August 2016), the Company concluded that 
in 2015 Ferragamo Hong Kong Ltd., Ferragamo Retail HK Ltd., Ferragamo (Singapore) Pte Ltd, and 
Ferragamo (Malaysia) Sdn. Bhd. were not subject to CFC rules and, therefore, pass-through taxation 
in Italy. In July 2020, the Inland Revenue Office approved the refund and returned the 7.3 million Euro 
paid by Salvatore Ferragamo S.p.A. in 2015 plus approximately 0.4 million Euro in interest, with only the 
latter recognized through profit or loss.
On 21 November 2019, the Company finalized the settlement relating to the general tax audit carried 
out by the Regional Unit of the Tuscany Inland Revenue Office for the tax years 2015 and, concerning 
exclusively transfer pricing, 2014 (as disclosed in the 2019 Annual Report). As a result of the settlement, 
the Advance Pricing Agreement (so-called “roll back”) between Salvatore Ferragamo S.p.A. and the 
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Inland Revenue Office was applied retroactively to the years 2014 and 2015; the overall income for 
IRES and IRAP purposes for the year 2015 was increased by 19,512 thousand Euro. On 26 May 2020, 
the Company asked the Inland Revenue Office for permission to reassess the income eligible for the 
Patent Box with respect to the tax year 2015, so as to benefit from the greater revenues assessed and 
agreed with the Tuscany Regional Unit. In December 2020, the Inland Revenue Office granted the 
greater Patent Box benefit arising from the restatement of taxable income assessed and agreed under 
the settlement, requiring the Company to file a supplementary tax return for the year 2015. As a result, 
the Patent Box benefit for 2015 rose from 43,156 thousand Euro to 47,132 thousand Euro, reducing the 
IRAP tax expense by approximately 157 thousand Euro and the IRES tax expense under the domestic 
fiscal unity by 1,089 thousand Euro. Both amounts were recognized under the line item Taxes from 
previous years.

Covid-19 Update
At the end of 2019, a new coronavirus, known as Covid-19, was found in Wuhan, China. The Covid-19 
Coronavirus has spread gradually from China to the rest of the world—to the point that on 11 
March 2020 the World Health Organization declared a pandemic due to the speed and extent of 
the epidemic. In order to contain the outbreak and protect public health, Governments all over the 
world have gradually put in place containment and social distancing measures, shutting down non-
essential retail and manufacturing operations as well as limiting international and domestic travel. 
In certain areas, including Europe, these measures were eased in the third quarter of 2020 and then 
gradually tightened once again in the fourth quarter to stem a second wave of the virus.

These events significantly impacted the various business areas of the Salvatore Ferragamo Group, 
causing both revenues and margins to decline.

In 2020, the Group saw a 33.5% drop in revenues at current exchange rates and, therefore, 
a deterioration in its margins and financial performance, as detailed in the Group’s operating 
performance section. The Group incurred direct costs to address this emergency, and specifically the 
expenses associated with the measures taken to protect the health of employees at both offices and 
directly operated stores: it also received, where possible, government grants and subsidies, such 
as the different kinds of aid aimed at supporting employment. Personnel costs were down 20.1% 
in 2020 compared to the prior-year period, in part thanks to government benefits and subsidies, 
such as employment support measures, and in part due to the effects of a newly launched plan to 
streamline the organization.

In addition, the Group started, successfully concluded, and continues important negotiations to 
reduce operating costs, especially with lessors, in order to revise the terms and conditions of the 
leases of its distribution network, resulting in a 19,729 thousand Euro positive variable lease payment 
in 2020 that was directly recognized through profit or loss (largely within the line item “Sales and 
distribution costs”). 

In addition, the Group wrote down inventories, net of uses, by 28,654 thousand Euro, mainly to 
account for the potential risk of obsolescence in light of the lower sales of certain products, because 
of the current situation (see note 14 Inventories in the Explanatory Notes to the Consolidated 
Financial Statements). The provision for bad debt, to which the Group allocated 528 thousand Euro 
in 2020, was adjusted in accordance with the risk assessments relating to the current situation (see 
note 16 Trade receivables in the Explanatory Notes to the Consolidated Financial Statements). As for 
the analysis of liquidity and credit risks, see note 3 Management of financial risks in the Explanatory 

Board of Directors’ report Consolidated Non-Financial Statement Consolidated Financial Statements Separate Financial Statements

63 Salvatore Ferragamo • Annual Report as at 31 December 2020 |



Notes to the Consolidated Financial Statements. Specifically, in order to bolster its financial structure 
and soundness, the Group has seen it fit to increase the amount of committed lines outstanding 
with diversified banking counterparties, promptly opening additional short- and medium/long-term 
lines of credit. For more details, see note 28 Interest-bearing loans & borrowings in the Consolidated 
Financial Statements.

Considering the continued severity of the current situation associated with the impact of the 
Covid-19 pandemic and the uncertainty about how long this will last, only partly mitigated in recent 
months by the discovery and authorization of the first Covid-19 vaccines in various countries, it is 
hard to forecast future impacts and the recoverable amounts of the Group’s assets, except for the 
information reported in the following paragraph.

Impairment test
The economic crisis associated with the Covid-19 emergency qualifies as an impairment indicator. 
Therefore, the Group considered this aspect in making its estimates and assumptions: for more 
details, see note 11 Impairment of Property, Plant and Equipment, Right-of-use Assets, and Intangible 
Assets with a Finite Useful Life in the Consolidated Financial Statements.

As in the past, impairment tests were carried out by considering the individual geographic areas 
in which the Group operates as CGUs (Cash Generating Units). Said areas usually coincide with the 
Group’s individual legal entities, except where multiple legal entities of the Group operate in the same 
country or in neighboring territories or markets with a shared and homogeneous customer base. 

The impairment tests resulted in a 34,627 thousand Euro impairment loss, including 33,011 thousand 
Euro relating to Property, plant and equipment and 1,616 thousand Euro to Intangible assets with a 
finite useful life. For more details, see note 6 Property, Plant and Equipment, 10 Intangible Assets 
with a Finite Useful Life in the Explanatory Notes to the Consolidated Financial Statements, and 11 
Impairment of Property, Plant and Equipment, Right-of-use Assets, and Intangible Assets with a 
Finite Useful Life.

The sensitivity analysis of the above assumptions (WACC and g) used to measure the recoverable 
amount, conducted on the CGUs tested for impairment, found that negative changes in key 
assumptions could lead to an additional impairment loss. 

Costs and investments
The Group has continued investing mainly in the restructuring of its distribution network and the 
growth of the E-commerce channel: in 2020, it launched the new e-commerce website in Canada, 
the United States, Mexico, South Korea, Australia, the People’s Republic of China, Japan, and several 
European countries (Eurozone and United Kingdom). Some projects and investments considered 
low-priority or deferrable have been postponed. 
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Personnel
Throughout 2020, in response to the Covid-19 pandemic, human resource management heavily 
focused on measures to protect the health of employees at both offices and directly operated 
stores. In this regard, the Group has defined specific safety protocols that include stringent safety 
measures and, finally, put in place a supplemental health insurance policy for Italian employees 
covering symptoms associated with Covid-19. Where allowed by law, the Group offered free, 
voluntary antibody testing. It defined global guidelines for stores in the following areas: staff safety 
tools, client service, store cleaning & maintenance, and HR emergency.

Starting from February, in order to protect the health of employees, Salvatore Ferragamo has 
extended the use of smart-working, introduced as an experiment during 2019, to the Italian and 
international offices of the Group, allowing operations to continue where possible and in line 
with regulatory requirements. It has provided training to optimize the use of remote work tools 
and bolstered internal communication, creating accounts dedicated to answering all health- and 
business-related questions of the Group’s employees. 

Throughout 2020, the Group applied for state aid in the various countries in which it operates, 
where available, and these applications were successful. In addition, the Group’s management has 
voluntarily decided to forgo part of their remuneration for the current year.

Directors’ Fees
Considering the Covid-19 pandemic and its impact on the business, the Managing Director and some 
Directors notified Salvatore Ferragamo S.p.A. that they would forgo all or part of their remuneration 
for the current year.

Dividend
In order to support the financial soundness of the Group and maintain significant investment capacity, 
the Shareholders’ Meeting held on 8 May 2020 approved the 2019 Separate Financial Statements of 
Salvatore Ferragamo S.p.A. and the allocation of all profits to the extraordinary reserve, as proposed 
in the resolution passed on 6 April 2020 by the Board of Directors. 
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Tax and customs disputes and audits
Tax disputes settled during the year
- �On 14 March 2018, the Florence Economic-Financial Department of the Italian Tax Police started 

a tax audit of Ferragamo Parfums S.p.A., concerning direct income taxes, VAT and other taxes for 
the 2015 tax year and costs incurred with entities resident in blacklisted countries in 2013 and 
2014. The audit was then expanded to include the years 2013, 2014, 2016, and 2017 as far as 
the assessment of the intellectual property rights over the “Salvatore Ferragamo” brand and the 
relevant tax implications are concerned, and, eventually, the years 2013, 2014, 2016, and 2017 
concerning the assessment of the line item “Other intercompany consulting services” in the 
income statement. The Italian tax police served the company with a Tax assessment report on 30 
July 2018, raising several objections that Ferragamo Parfums S.p.A. considers to be completely 
baseless in fact and in law. However, on 29 November 2018, exclusively for the purposes of 
settling the dispute, Ferragamo Parfums S.p.A. reached a settlement over the years 2013 and 
2014 with the Regional Unit of the Tuscany Inland Revenue Office (which has jurisdiction over the 
years concerned), paying 207 thousand Euro’s worth of additional taxes as well as 91 thousand 
Euro in interest and penalties; these amounts are significantly lower than those claimed in the 
tax assessment report. In September 2019, the Inland Revenue Office’s Florence Provincial Unit 
(which has jurisdiction over the tax years 2015, 2016, and 2017) formally initiated the dispute over 
such years, during which the outcome of the dispute with the Regional Unit was reviewed and 
the company reiterated its stance on the objection concerning the year 2015 (compensation for 
the Mexican distributor). The dispute ended with a settlement under which the Provincial Unit i) 
acknowledged the same arguments accepted by the Regional Unit of the Tuscany Inland Revenue 
Office and ii) accepted the arguments presented by Ferragamo Parfums S.p.A. about the objection 
concerning the compensation for the Mexican distributor. As for the objections concerning IRES 
(years 2015, 2016, and 2017) and IRAP taxes for the year 2015, a settlement was finalized on 22 
November 2019, resulting in approximately 420 thousand Euro in additional taxes, interest and 
penalties. With respect to the objections over the 2016 and 2017 IRAP taxes, on 28 February 2020 
the Company entered into a settlement under which it would pay 35 thousand Euro in IRAP, interest 
and penalties. On 23 December 2020, the Company requested a refund of 21 thousand Euro’s 
worth of excess taxes from the Inland Revenue Office as agreed under the settlement. The request 
is still pending. 

Updates on ongoing audits
- �With reference to the tax audit carried out on Salvatore Ferragamo S.p.A. relating to the pass-

through mechanism for CFCs for the years 2012, 2013, and 2014, we report the following. As for 
the year 2012, Florence’s Provincial Tax Commission had upheld in full the Company’s appeal in a 
ruling filed on 24 January 2019. The Office filed an appeal against said ruling that the Company 
challenged in accordance with the law. A hearing had been scheduled for 19 November 2020, 
but was then postponed until further notice due to the Covid-19 pandemic. As for 2013, on 17 
May 2019 the Company appealed against the notice assessing an additional 65 thousand Euro 
corporate income tax liability plus nearly 30 thousand Euro in interest and penalties. Florence’s 
Provincial Tax Commission rejected the Company’s appeal and reimbursed the legal fees in a 
ruling filed on 14 January 2020, which the Company has not challenged as this would have 
been uneconomic. The dispute was settled in April 2020 with the Company paying all amounts 
due. As for 2014, the Company settled the dispute with the Regional Unit of the Tuscany Inland 
Revenue Office on 29 November 2019 alongside the dispute over the roll back (discussed in the 
2019 Annual Report), paying 17 thousand Euro in additional taxes as well as 8 thousand Euro in 
penalties and interest.
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- �With reference to the tax audit carried out on Ferragamo France S.A.S., relating to the tax years 
2008-2010 and that was started in 2011, as already disclosed in previous years, the audit ended 
with an objection to the transfer pricing policy applied by the Parent company Salvatore Ferragamo 
S.p.A.. On 12 December 2012, after declining to change their position in order to reach a settlement, 
French tax authorities served the company with two assessment notices, confirming their claims 
as redetermined during the proceeding. For Ferragamo France S.A.S. these claims would entail the 
payment of around 900 thousand Euro in additional corporate income tax, penalties and interest 
for 2009 and 2010, as well as the redetermination of the taxable income for the years from 2011 
to 2014 as a consequence of the cancellation of previous tax losses (amounting to around 8,925 
thousand Euro), with a higher tax of 2,135 thousand Euro. After the administrative appeal was 
rejected, Ferragamo France S.A.S. filed an appeal with the administrative tax court. The ruling 
issued on 28 March 2017 dismissed all claims by French tax authorities, canceling the assessment 
notices for the years 2009 and 2010 and ordering them to pay 1,500 Euro in legal costs. On 26 
July 2017, French tax authorities appealed against the decision to the Paris Administrative Court of 
Appeal, which on 27 September 2018 upheld the first-instance ruling. French tax authorities filed a 
final appeal against the ruling with the Council of State. At a public hearing in May 2020, the judge-
rapporteur found in favor of the company and asked the Council of State to reject the appeal and 
order French Tax Authorities to pay the legal fees. Considering the legal complexity of the case, the 
court deferred a decision to the Council of State in plenary session, which on 23 November 2020 
tossed the ruling of the Court of Appeal that had found in favor of the company and returned the 
case to the Court of Appeal for further proceedings. With this reversal, the Council of State affirmed 
a legal principle contrary to the one issued in the ruling concerned and remanded the case, which 
is still pending. The Company has set aside 2,870 thousand Euro under income taxes from previous 
years, recognizing a corresponding amount under tax payables. On 27 September 2018, French tax 
authorities launched a new audit into Ferragamo France S.A.S. concerning the income tax and VAT 
for the fiscal years from 2015 to 2017. The audit ended in November 2019 with the issue of a final 
audit report that, for the purposes of the transfer pricing applied by the Parent company Salvatore 
Ferragamo S.p.A. for 2016, required applying the pricing method under the International standard 
ruling on transfer pricing that the Parent company entered into with Italian taxation authorities in 
2017, assessing an additional 688 thousand Euro in taxable income. Ferragamo France S.A.S. paid 
the amount due and, therefore, on 18 December 2020 the Parent company applied for a unilateral 
downward adjustment pursuant to art. 31-quater, paragraph 1, lett. c) of Italian Presidential Decree 
no. 600 of 29 September 1973, as well as the Decision dated 30 May 2018, paragraph 2.3. If the 
request is granted, the Parent company will be entitled to recovering the taxes paid in Italy on the 
income corresponding to the amount adjusted to Ferragamo France S.A.S..

- �As for the ongoing tax audit involving Ferragamo Deutschland GmbH, relating to the tax years 
2011-2014, that was started in 2016, on 7 March 2019 German tax authorities served the final 
audit report, confirming the approach communicated during the meeting on 28 November 2018. 
In particular, German tax authorities assessed, on a provisional basis, additional corporate income 
taxes and interest for the years 2011-2014 for a total amount of 2,523 thousand Euro, resulting in the 
elimination of previous tax losses. These amounts were confirmed by the payment orders served 
on Ferragamo Deutschland GmbH on 31 May 2019. Firmly convinced that its actions were lawful 
(in compliance with the official communication issued by German tax authorities), the Company 
filed an administrative appeal and requested suspension of payment to the competent authorities. 
This request was approved. Meanwhile, in December 2020 German tax authorities served similar 
payment orders on Ferragamo Deutschland GmbH for the fiscal year 2015, claiming 234 thousand 
Euro in additional taxes. The Company promptly appealed and requested suspension of payment 
to the competent authorities. With respect to both objections, German tax authorities have taken a 
position that is at odds with precedent and lacks a strong legal basis.
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- �On 23 March 2017, the Regional Unit of the Tuscany Inland Revenue Office requested Salvatore 
Ferragamo S.p.A. to file documents concerning 4 separate export transactions that were canceled, 
and the company replied on 12 April 2017. The Regional Unit of the Tuscany Inland Revenue Office 
served an assessment notice on Salvatore Ferragamo S.p.A. concerning one of the transactions, 
assessing an additional 67 thousand Euro VAT liability for the year 2013 plus interest and penalties. 
The Company previously received another assessment notice from the Regional Unit of the Tuscany 
Inland Revenue Office for a similar case dating back to 2006 and appealed against it. The first- 
and second-instance courts have sided with Salvatore Ferragamo S.p.A., and the case is currently 
pending with the Court of Cassation. Therefore, on 21 March 2018, Salvatore Ferragamo S.p.A. 
also appealed against this assessment notice, making reference to the outcome of the previous 
dispute. The first-instance ruling issued on 29 January 2019 upheld the Company’s appeal and 
ordered the reimbursement of legal costs. On 11 May 2020, the Regional Unit of the Tuscany Inland 
Revenue Office appealed against the ruling. Once again convinced that its actions were lawful, on 
19 June 2020 Salvatore Ferragamo S.p.A. filed counterclaims and an appearance. A date for the 
hearing of the appeal is yet to be scheduled.

In addition to the above, concerning such disputes, the Group believes that, at present, the risk of 
defeat is no more than possible. 

Tax and customs audits commenced during the period
On 17 June 2020, the Seoul Customs Office commenced a customs audit of Ferragamo Korea Ltd. 
with respect to duties, VAT, and other local taxes for the period from 1 June 2015 through 31 May 
2020. The audit at the company’s office was completed on 23 July 2020 without any objections with 
respect to compliance. The investigation phase of the audit continues with the examination of the 
Group’s transfer pricing policy, the implementation of the Italian Advance Pricing Agreement (“APA”), 
and other intercompany relationships (chief among them the services rendered by Ferragamo Hong 
Kong Ltd. to the South Korean company between 2015 and June 2017). The audit will formally be 
completed in early 2021, and the auditors have informed the company in advance that they will not 
raise any objections.

Patent Box and Research and Development, Design, and Innovation 
Credits
With respect to the R&D Tax Credit, please note that, starting from the tax year 2020, the tax credit for 
investments in research and development as per art. 3 of Italian Law Decree no. 145 of 23 December 
2013 (in force until 2019) has been replaced by three separate tax credits, for R&D, design and 
aesthetic conception, and technological innovation, introduced by art. 1 paragraph 198-209 of Italian 
Law no. 160 of 27 December 2019 (so-called 2020 Budget Law) as amended by art. 1, paragraph 
1064 of Italian Law no. 178 of 30 December 2020 (so-called 2021 Budget Law). Salvatore Ferragamo 
S.p.A. will benefit from one or more of these credits, with eligibility to be confirmed in 2021 – also in 
light of important clarifications that have not yet been issued.

With respect to the Patent Box, on 16 November 2020 the Company notified the Inland Revenue 
Office that it would withdraw the application filed on 25 September 2019 for an extension of the 
advance agreement entered into with the Italian Inland Revenue Office for Advance Agreements 
on 29 December 2016 to determine the economic contribution in case of direct use of intangible 
assets. By doing so, the Company intended to enter into the Patent Box self-assessment regime, 
introduced by article 4 of Italian Law Decree no. 34 of 30 April 2019 (so-called Growth Decree), 
and assess the amount of the benefit on its own. Please note that, starting from the tax year 2020, 
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Salvatore Ferragamo S.p.A. will be able to benefit from the Patent Box only with respect to designs 
and models, as this option can no longer be renewed for trademarks in accordance with Italian Law 
Decree 50/2017, which made trademarks not eligible for this benefit. No reduction in IRES and IRAP 
tax expense is expected for 2020, as Salvatore Ferragamo S.p.A. reported a tax loss for the year.

International standard ruling on transfer pricing 
As for the international standard ruling between Salvatore Ferragamo S.p.A. and the Inland Revenue 
Office – Central Assessment Department – International Ruling Office, concerning the determination 
of the transfer pricing policy Salvatore Ferragamo S.p.A. applies to its foreign subsidiaries that 
perform distribution operations, there were no new developments in 2020, except for the following. 
In the wake of the Covid-19 pandemic’s impact on the world economy, the Company notified the 
competent Office of these exceptional circumstances on 2 October 2020 and announced it was 
ready to file a dispute with the Inland Revenue Office concerning a potential amendment to the 
terms of the Advance Pricing Agreement (“APA”) for 2020 and 2021. The Company has been acting in 
line with the guidance issued by the OECD on 18 December 2020 on the transfer pricing implications 
of the Covid-19 health emergency: these require, on the one hand, to notify taxation authorities as 
soon as possible of changes in economic conditions, and, on the other hand, to refrain from taking 
any discretionary steps on existing APAs, calling instead for dialogue with taxation authorities.
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9. �Information on corporate 
governance and ownership 
structure

Disclosure pursuant to art. 123-bis of Italian Legislative 
Decree no. 58/1998 (TUF)
On 10 March 2020, the Board of Directors of Salvatore Ferragamo S.p.A. approved the annual report on 
corporate governance and ownership structure (the “Report”), which was prepared pursuant to art. 
123-bis of the Consolidated Law on Finance (TUF).

The Report includes a description of the corporate governance system adopted by Salvatore Ferragamo 
S.p.A. (“Company”), information on the ownership structure and on compliance with the Corporate 
Governance Code, the main governance policies in force, as well as the characteristics of the risk 
management and internal control system in relation to the financial reporting process.

Corporate Governance
The Company is structured according to the traditional management and control model, with the 
Shareholders’ Meeting, the Board of Directors and the Board of Statutory Auditors. 
The Bylaws in force were approved by the Extraordinary Shareholders’ Meeting on 20 April 2018. The 
Bylaws establish the essential features of the Company and set the main rules for its management 
and operation, as well as provide a description of the membership of corporate bodies, their powers, 
and their relationships. The Bylaws also include the description of shareholders’ rights and how to 
exercise them.

During the year, the Company complied with the Corporate Governance Code issued by Borsa Italiana 
S.p.A., and its corporate governance model was in line with the recommendations contained therein, 
including the relevant updates. 

The main corporate governance body is the Board of Directors, which has the primary responsibility for 
determining and pursuing the strategic objectives of the Company and the Group. The current Board 
was elected by the Shareholders’ Meeting on 20 April 2018 according to the single list submitted by 
the majority shareholder Ferragamo Finanziaria S.p.A., except for: 
a) �Micaela le Divelec Lemmi, already co-opted pursuant to article 2386 of the Italian Civil Code on 31 July 

2018, was appointed to the Company’s Board of Directors with the resolution of the Shareholders’ 
Meeting of 18 April 2019. On the same date, the Board of Directors confirmed Ms Micaela le Divelec 
Lemmi as the Company’s Managing Director, assigning her the powers to represent and sign on 
behalf of the Company, as well as all the powers of ordinary administration, except for those expressly 
reserved to the exclusive competence of the Board of Directors; and

b) �Michele Norsa, co-opted by the Board of Directors on 27 May 2020 pursuant to article 2386 of the 
Italian Civil Code in place of the Director Giacomo Ferragamo effective 28 May 2020. On the same 
date, the Board of Directors also appointed him as Executive Deputy Chairman, vesting him with the 
executive powers previously exercised by the Chairman Ferruccio Ferragamo.
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The Board of Directors currently consists of Ferruccio Ferragamo (Chairman), Michele Norsa (Executive 
Deputy Chairman), Micaela le Divelec Lemmi (Managing Director), Giovanna Ferragamo, Angelica 
Visconti, Leonardo Ferragamo, Francesco Caretti, Diego Paternò Castello di San Giuliano, Peter K. C. 
Woo, Chiara Ambrosetti (Independent Director), Lidia Fiori (Independent Director), Umberto Tombari 
(Independent Director), and Marzio Alessandro Alberto Saà (Independent Director). 

This Board of Directors will serve until the date of the Shareholders’ Meeting called to approve the 
separate financial statements as at 31 December 2020.

Members of the Board of Directors of the Parent Company - 31 December 2020
  30- 50 >50 Tot

Men Women Men Women Men Women

Members of the Board of Directors 8% 15% 54% 23% 62% 38%

Of which executive* 33% 67%

Of which independent 50% 50%

* �Pursuant to art. 2 of the Corporate Governance Code, the directors who were also managers of the Company as at 31 December 2020 were 
considered to be executive directors.

On 6 April 2020, the Company’s Board of Directors established an Executive Committee within the 
Board, vesting it with the powers to monitor, oversee and support the implementation of the initiatives 
launched by the Company to address the emergency caused by the Covid-19 pandemic. The Executive 
Committee was not granted any other powers over the Company’s day-to-day business operations. 
The original members of the Committee were the Director Ferruccio Ferragamo (Committee Chairman), 
the Managing Director Micaela le Divelec Lemmi, and the Directors Francesco Caretti, Diego Paternò 
Castello di San Giuliano, and Marzio Alessandro Alberto Saà. On 27 May 2020, the Company’s Board of 
Directors appointed the Director Michele Norsa to the Executive Committee in place of Mr Ferruccio 
Ferragamo, electing him also as Chairman of said Committee. On 10 November 2020, the Company’s 
Board of Directors resolved to terminate the Executive Committee effective 15 December 2020.

In addition, the Company’s Board of Directors also appointed the following Board Committees:
a) �the Nomination and Remuneration Committee, consisting of the Independent Directors Umberto 

Tombari (Chairman), Chiara Ambrosetti, Lidia Fiori, and Marzio Alessandro Alberto Saà; 
b) �the Risk and Control Committee, responsible also for transactions with related parties as well as for 

supervising the sustainability of the Company’s operations and the relationships with stakeholders, 
consisting of the Independent Directors Marzio Alessandro Alberto Saà (Chairman), Chiara Ambrosetti, 
Lidia Fiori, and Umberto Tombari.

c) �the Product and Brand Strategy Committee, consisting of the Directors Michele Norsa (Chairman), 
Micaela le Divelec Lemmi, Angelica Visconti, and Diego Paternò Castello di San Giuliano.

With respect to the Company’s governance, the Board of Directors also appointed the Director Marzio 
Alessandro Alberto Saà as Lead Independent Director and the Managing Director Micaela le Divelec 
Lemmi as Director responsible for the internal control and risk management system. The relevant 
duties and responsibilities are outlined in the Corporate Governance Code.
Finally, on 8 May 2020 the Shareholders’ Meeting elected the new members of the Board of Statutory 
Auditors for the 2020-2022 period based on a slate-voting system. The members, who shall remain 
in office until the Meeting convened to approve the financial statements at 31 December 2022, are: 
Andrea Balelli, elected from the slate submitted by a group of minority shareholders in the Company and 
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subsequently appointed as Chairman of the Board; Paola Caramella and Giovanni Crostarosa Guicciardi, 
Acting Statutory Auditors elected from the majority slate submitted by Ferragamo Finanziaria S.p.A.; 
Antonella Andrei and Roberto Coccia, Substitute Statutory Auditors elected from the majority and 
minority slates, respectively. 

On 10 March 2020, the Board of Directors also appointed the CFO and Manager with strategic 
responsibilities Alessandro Corsi as Manager charged with preparing Company’s Financial Reports 
pursuant to art. 154 bis of Italian Legislative Decree no. 58 of 24 February 1998 (Consolidated Law on 
Finance) effective 1 April 2020.

To date, the Board of Directors has identified the following as Managers with strategic responsibilities: 
the Brand & Product and Communication Manager Giacomo (James) Ferragamo, and the CFO and 
Manager charged with preparing Company’s Financial Reports Alessandro Corsi.

Main features of the systems of risk management and 
internal control
The internal control system of Salvatore Ferragamo S.p.A. is structured so as to guarantee, through a 
process aimed at identifying and managing the main risks, the achievement of corporate objectives, 
thus helping to ensure the efficiency and effectiveness of corporate activities, the reliability of financial 
information, and compliance with the laws and regulations in force.

Salvatore Ferragamo S.p.A. establishes the general principles governing the Group’s internal control 
system, in compliance with local laws and rules, implementing operational and organizational 
procedures that are suitable for the specific context. The following must be considered as integral 
parts of the overall internal control system:
• �the Code of Ethics, intended to promote and maintain an appropriate level of fairness, transparency, 

and ethical conduct in the performance of the Group’s operations;
• �the risk management system in relation to the financial disclosure process adopted in compliance 

with the provisions of art. 154-bis of the Consolidated Law on Finance; 
• �the organization, management and control model adopted for the purposes of preventing the crimes 

as set out in Leg. Decree 231/2001;
• �the Anticorruption Policy;
• �the Supplier Code of Conduct, which sets out ethical standards and rules of conduct in addition to 

legal, regulatory and procedural requirements that govern the business relationships of Salvatore 
Ferragamo S.p.A.with its supply chain; 

• �the process for managing, and the activities implemented to prepare, the Non-Financial Statement 
(NFS) with the aim of collecting the information required by Italian Legislative Decree 254/2016 as 
well as on the basis and methods of reporting.

The following play a key role within the internal control and risk management system:
• �the legal and compliance functions, which coordinate the prevention and management of the risk 

of non-compliance with applicable laws and regulations by providing guidance and support to the 
entire Group as well as monitoring it;
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• �the so-called whistleblowing system, allowing the employees of the entire Group to report any misconduct 
or potential violations of the Code of Ethics, internal procedures, as well as applicable laws and regulations. 
This system was introduced and is managed according to Italian and international best practices to provide 
a specific and confidential communication channel as well as ensure the anonymity of the whistleblower.

The Board of Directors as a whole is responsible for establishing the guidelines for the internal control 
system, assessing its adequacy and effectiveness.
Without prejudice to the responsibilities of Directors and managers, the internal control system also 
identifies specific positions with specific duties, as detailed below.

• �Director responsible for the internal control and risk management system
He has the duty of overseeing the internal control and risk management system, identifying the 
main corporate risks, as well as designing, implementing and managing the internal control system 
in compliance with the Board of Directors’ guidelines, continuously verifying its adequacy and 
effectiveness and adjusting it over time. 

• �Control and Risk Committee 
In its advisory and consultative role, it supports the Board of Directors on risk management and 
internal control issues and, among other duties, expresses its views on the design, implementation 
and management of the system, and, on a half-yearly basis, reports to the Board of Directors on the 
activities it has undertaken, as well as on the adequacy of the internal control system.

• �ERM (Enterprise Risk management) Guidance Committee
It has the task of assisting the Director responsible for the internal control and risk management system 
in taking the main decisions concerning the design, implementation and management of the ERM 
Model. Among other things, these concern the direct assessment of “strategic” risks, the confirmation 
of assessments concerning other risks, and the approval of high-priority measures and action plans.

• �Risk & Compliance Department 
It coordinates the risk management process and systematically supports the ERM Guidance Committee 
and, generally, all the management staff involved. It reports directly to the Managing Director, interacts 
with the Risk and Control Committee, and cooperates with the other functions, including the Internal 
Audit Department, the Manager charged with preparing Company’s Financial Reports, and all the other 
parties that in various ways are involved in detecting, assessing, managing, and monitoring corporate 
risks. The Group’s head of compliance reports to the Director of Risk & Compliance, who also manages 
insurance policies at Group level. 

• �Internal Audit Manager 
Reporting to the Board of Directors, the manager is responsible – through the relevant department 
– for verifying the adequacy and effectiveness of the risk management and internal control system, 
liaising with the Control and Risk Committee and the Board of Statutory Auditors regarding the system 
management procedures and its suitability in order to achieve an acceptable overall risk profile.

• �Manager charged with preparing Company’s Financial Reports (in accordance with art. 154-bis of the TUF)
He is responsible for defining, implementing and maintaining suitable and effective control procedures 
to manage risks entailed in financial reporting, i.e. the activities undertaken to identify and assess the 
actions or events whose occurrence or absence may hinder, in part or in whole, the achievement of the 
goals of trustworthiness, accuracy, reliability, and timeliness of financial reporting.
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• �Supervisory Body pursuant to Leg. Decree no. 231/01.
It is responsible for checking the effectiveness, adequacy and compliance of the Organization, Management 
and Control Model pursuant to Leg. Decree no. 231/01 and ensuring it is constantly updated. 
For further information on corporate governance and the main features of the risk management and 
internal control systems adopted, reference should be made to the Report on corporate governance 
and ownership structure published on the Company’s website https://group.ferragamo.com, in the 
section Governance/Corporate Governance Reports.

Disclosure pursuant to art. 15 of the Markets 
Regulation
Salvatore Ferragamo S.p.A. has taken the steps required to comply with the provisions set out in article 
15 of the Markets Regulation (CONSOB resolution no. 20249 of 28 December 2017); this Regulation 
governs the requirements for listing shares of companies which control entities that have been set up 
under and are governed by the law of countries not belonging to the European Union and which are 
significant for the purposes of the consolidated financial statements. As at 31 December 2020, the 
aforementioned regulatory provision applied to the following foreign non-EU subsidiaries: Ferragamo 
USA Inc., Ferragamo Hong Kong Ltd, Ferragamo Fashion Trading (Shanghai) Co Ltd, Ferragamo Korea 
Ltd, Ferragamo Japan KK, Ferragamo Mexico S. de R.L. de C.V., Ferragamo Retail HK Limited, Ferragamo 
Retail Taiwan Limited, Ferragamo Singapore Pte. Ltd., Ferragamo Moda (Shanghai) Co. Ltd., and 
Ferragamo Australia Pty. Ltd.. 

In particular, Salvatore Ferragamo S.p.A.:
a) �discloses, pursuant to the procedures and deadlines established by relevant regulations, the 

accounting records of the subsidiaries prepared for the purposes of drawing up the consolidated 
financial statements, including at least the statement of financial position and the income statement;

b) �receives from the subsidiaries their bylaws and information about the structure and powers of the 
corporate bodies; 

c) �verifies that the subsidiaries:
• �provide the Independent Auditors with the information they need to audit the annual and interim 

financial statements of the Holding company;
• �adopt an administrative and accounting system that can ensure the regular provision to the 

management and to the Independent Auditors of the Holding company of the income, equity and 
financial data needed to prepare the consolidated financial statements. 

In order to fulfill its own regulatory obligations, the Board of Statutory Auditors of the Parent company 
Salvatore Ferragamo S.p.A. has verified the suitability of the administrative and accounting system to 
duly provide management and the Independent Auditors of the Parent company Salvatore Ferragamo 
S.p.A. with the income, equity and financial data needed to prepare the consolidated financial 
statements and ensure the effective flow of information through meetings with both the Independent 
Auditors and the Manager charged with preparing Company’s Financial Reports.
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10. Other information
Financial reporting and Investor relations
Salvatore Ferragamo S.p.A., in order to maintain a constant dialogue with its Shareholders, potential 
investors and financial analysts, and in compliance with the recommendation of Consob, has set up 
the Investor Relator function, which ensures a continuous exchange of information between the Group 
and financial market participants. 

Financial data, corporate presentations, interim reports, official press releases, and real-time share 
price information are available on the Group’s website http://group.ferragamo.com.

Stakes in Salvatore Ferragamo S.p.A.
As at 31 December 2020, Ferragamo Finanziaria S.p.A. held a majority stake in the share capital of 
Salvatore Ferragamo S.p.A., i.e. 54.276% as per the disclosure of Ferragamo Finanziaria S.p.A. pursuant 
to form 120/A in Attachment 4 to the Consob Issuers’ Regulation. Please note that Ferragamo Finanziaria 
S.p.A. has requested to register the Salvatore Ferragamo ordinary shares it owns in the Special List set 
up by the Company pursuant to article 127-quinquies, paragraph 2, of the Consolidated Law on Finance 
to benefit from increased voting rights, as described below:
• on 2 July 2018, 86,499,010 shares, accounting for 51.246% of the Company’s share capital; and
• on 14 January 2019, 5,112,800 shares, accounting for 3.029% of the Company’s share capital.

Pursuant to article 6 of the Bylaws and article 9 of the Company’s Rules for Increased Voting Rights, 
the increased voting rights attached to the ordinary shares held by Ferragamo Finanziaria S.p.A. and 
included in the Special List on 2 July 2018 and 14 January 2019 became effective on 7 August 2020 and 
5 February 2021, respectively, as they have met the requirements under applicable law.

Considering the above, as at the date of approval of this annual report, Ferragamo Finanziaria owned 
172,998,020 voting rights, accounting for 62.152% of the Company’s share capital, attached to the 
mentioned 86,499,010 shares, and 10,225,600 voting rights, accounting for 3.673% of the Company’s 
share capital, attached to 5,112,800 shares. Therefore, to date Ferragamo Finanziaria S.p.A. owns 
183,223,620 voting rights, accounting for 65.825% of the total.
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Management and coordination
Salvatore Ferragamo S.p.A. is subject to the management and coordination of Ferragamo Finanziaria S.p.A. 
pursuant to art. 2497 and ff. of the Italian Civil Code. The Company complies with the requirements as set 
out in article 16 of the Markets Regulation for the listing of subsidiaries which are subject to management 
and coordination. In particular, it should be noted that Salvatore Ferragamo S.p.A.:
(i)�has fulfilled the disclosure obligations envisaged by article 2497-bis of the Italian Civil Code;
(ii)has independent power to negotiate with customers and suppliers;
(iii) has no centralized cash management arrangement with Ferragamo Finanziaria S.p.A.; 
(iv) �has an internal control committee consisting of independent directors, pursuant to art. 148, 

paragraph 3 of the TUF and the relevant provisions of the Corporate Governance Code;
(v)�has a nomination and remuneration committee to appoint directors consisting of independent 

directors, pursuant to art. 148, paragraph 3 of the TUF and the relevant provisions of the Corporate 
Governance Code.

Domestic fiscal unity
Salvatore Ferragamo S.p.A. adopted the domestic fiscal unity provided for by articles 117 ff. of the TUIR-
Presidential Decree no. 117 of 22 December 1986 with the Holding company Ferragamo Finanziaria 
S.p.A. as the consolidating company and Ferragamo Parfums S.p.A..

Shares held by Directors, Statutory Auditors and 
Managers with strategic responsibilities 
For information relating to the Shares held by Directors, Statutory Auditors, and Managers with 
strategic responsibilities, reference should be made to the Report on remuneration policy and fees paid 
as per article 123-ter of the Consolidated Law on Finance, prepared in accordance with art. 84-quater 
and Annex 3A, Scheme 7-bis of CONSOB Regulation no. 11971/1999 as amended and supplemented 
(the “Issuers’ Regulation”), and article 5 of the new Corporate Governance Code for listed companies, 
available on the Company’s website https://group.ferragamo.com, Section Governance/Remuneration/
Remuneration Report.

Treasury shares and shares or stakes in parent 
companies
On 8 May 2020, the Shareholders’ Meeting of Salvatore Ferragamo S.p.A. authorized the Board of 
Directors, in accordance with and pursuant to article 2357 of the Italian Civil Code, to buy, including in 
multiple rounds, ordinary shares in Salvatore Ferragamo S.p.A. with a par value of 0.10 Euro each, up to 
a maximum amount that, considering the ordinary shares in Salvatore Ferragamo S.p.A. held from time 
to time by the Companies or its subsidiaries, shall not exceed 1% (i.e. 1,687,900 ordinary shares) of the 
Company’s share capital in accordance with article 2357, paragraph 3 of the Italian Civil Code. 

Salvatore Ferragamo Group Board of Directors’ report 

76 | Annual Report as at 31 December 2020 • Salvatore Ferragamo



On 8 May 2020, the Meeting also authorized the Board of Directors, in accordance with article 2357-ter 
of the Italian Civil Code, to sell, including in multiple rounds, all or part of the ordinary shares bought 
under the above authorization or otherwise held by the Company.

The Company is authorized to buy back ordinary shares in one or multiple installments for a period of 
18 months from 8 May 2020, i.e. the date of the resolution of the Shareholders’ Meeting, whereas there 
was no time limit for selling ordinary shares.

As at 31 December 2020, Salvatore Ferragamo S.p.A. held 150,000 treasury shares, equal to 0.09% of 
the Share Capital, bought throughout 2018 and 2019 for a total outlay of around 2,776 thousand Euro, 
including banking fees and other tax charges. On the same date, its subsidiaries did not hold any of its 
shares. The Group does not hold directly or indirectly shares in parent companies, and during the period 
it did not buy or sell shares in parent companies.

Transactions arising from atypical and/or unusual 
transactions
The Parent company Salvatore Ferragamo S.p.A. and the Group did not undertake atypical and/or 
unusual transactions, i.e. those transactions which, due to their importance/size, the counterparties 
involved, the subject of the transaction, the means of determining the transfer price and the timing of 
the event, may give rise to doubts about the correctness/completeness of the information provided 
in the financial statements, conflicts of interest, the safeguarding of the company’s equity and the 
protection of minority interests.
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11. Research and development
As part of its creative and production studies, the Group incurred costs for research and development 
for the study of new products and the use of new materials, which were wholly charged to the income 
statement under costs of production.
In 2020, these costs totaled 21,717 thousand Euro (of which 20,526 thousand Euro incurred by the 
Parent company), compared to 30,557 thousand Euro in 2019 (of which 29,066 thousand Euro incurred 
by the Parent company).

12. Transactions with related parties
In compliance with the provisions of the Regulation adopted by CONSOB with resolution no. 17221 of 
12 March 2010 as amended and supplemented, the Company Salvatore Ferragamo S.p.A. adopted a 
Related Party Transaction Procedure (“Related Party Procedure”) which was revised and updated by the 
Company’s Board of Directors on 31 July 2018 and is available on the website https://group.ferragamo.
com, Section Governance/Corporate Governance, Procedures.

The main body responsible for the correct application of Salvatore Ferragamo S.p.A.’s Related Party 
Procedure is the Company’s Board of Directors. 

The Related Party Procedure identifies the principles adopted by the Company in order to guarantee the 
transparency and the actual and procedural fairness of transactions with related parties undertaken by 
the Company, either directly or through its subsidiaries. 

In particular, it establishes the “larger” transactions which must be approved in advance by the 
Board of Directors on the basis of the grounded and binding opinion of the Committee responsible 
for Transactions with Related Parties – which is identified in the Control and Risk Committee, except 
for resolutions on remuneration of Directors and Managers with strategic responsibilities for which 
the Nomination and Remuneration Committee is responsible – and which entail the disclosure of an 
information document. The other transactions, unless they fall in the residual category of low value 
transactions – i.e. those worth less than 100,000.00 Euro – are defined as “minor” transactions and 
can be executed subject to a grounded and non-binding opinion of the Committee responsible for 
Transactions with Related Parties. In addition, the Related Party Procedure identifies the cases which 
are exempt from application of the procedure, including in particular ordinary transactions completed 
at market or standard conditions, transactions with or between subsidiaries and those with associated 
companies – provided that other related parties of the Company do not hold significant interests in 
these transactions – and low value transactions.

The Board of Statutory Auditors is responsible for overseeing the compliance of the Related Party 
Procedure with the principles indicated in the Consob Regulation and observance and correct 
application of the Procedure.

Transactions with related parties – as listed in the financial statements and set out in detail in the 
specific note to the consolidated and separate financial statements (to which reference should be 
made) – cannot be considered as atypical or unusual, since they form part of Group companies’ regular 
business and are regulated at market conditions.
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As at the reporting date, the Company’s Related Party Procedure is being updated in accordance with 
Consob’s resolution no. 21624 of 10 December 2020. The updated version, to be approved by the Board 
of Directors with the favorable opinion of the Committee responsible for Transactions with Related 
Parties, will become effective on 1 July 2021.

13. Main risks and uncertainties
The pandemic caused by the global outbreak of Covid-19 has disrupted our society and our economy. 
It will upend conventional business models as well as entire industries. 

This new scenario has laid the foundation for a review of our risk portfolio. This was necessary to 
understand how the Group has dealt and is dealing with the global pandemic, so as to ensure that the 
emergency is handled effectively and monitor the most appropriate mitigation actions. 

Also in response to Consob’s Warning no. 8/20 of 16 July 2020, the risk management function promptly 
carried out a specific Covid Risk Assessment to identify and assess the main risks and areas affected 
by the Covid-19 emergency and monitor the relevant mitigation actions.

In identifying and assessing Covid-19 risks, the risk management function, aided by Department/
Function Heads at the Company’s Headquarters as well as the representatives of the various Regions, 
focused on ten areas (People & Society, Technology, Production & Operation, Liquidity & Profitability, 
Reputational & Ethics, Compliance, HSE, Strategy, Growth & Competition), finding 30 main risks – with 
a higher concentration in Production & Operation. 

In preparing the master plan of the actions to be taken, special emphasis was placed on the five main 
risks relating to Over Stock, Liquidity, IT Security, Strategic Planning, and Challenges for Workers.
 The Group’s assessment of the main corporate risks has been updated by considering the findings of 
the Covid Risk Assessment.

Here below are the main risk factors, and the main impacts in terms of sustainability, to which the 
Parent company and the subsidiaries (the Group) are exposed, identified by type: strategic, operating, 
financial, and compliance risks. For a description of the overall Risk management system through 
which risks are managed and controlled, reference should be made to the specific description in the 
Annual report on corporate governance and ownership structure and the specific section included in 
the Consolidated non-financial statement pursuant to Italian Legislative Decree 254/2016. 

In addition, since 2019, in line with the recommendations issued by the European Commission 
(Guidelines on reporting climate-related information) as part of the Action Plan on Sustainable 
Finance, the Salvatore Ferragamo Group began incorporating climate-related risk factors into 
its own risk map.This involved analyzing the organization’s impact on the climate as well as the 
climate’s impact on the organization in order to confirm whether or not the risk factors mapped 
to date actually exist and incorporate them if required. The main risks for which the Group has 
incorporated climate-related risk factors concern: changes in society and consumer behavior 
requiring to align collections with market needs, events impacting the brand’s image and reputation, 
natural, economic, and geopolitical events, the supply chain, the distribution model and compliance 
with quality standards, communication with stakeholders, and regulatory compliance. This process 
allowed to raise awareness as well as improve the understanding and monitoring of climate-related 
risks and opportunities within the Group.
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Market and strategic risks
Market risks connected to social, economic and political changes
The luxury goods market, which is the key market for the Group’s products, is highly dependent on 
disposable income and consumers’ propensity to spend as well as the general economic trend. Political 
instability and/or economic recession in a geographical market which is significant for Group sales, 
and events that can undermine the confidence of the Group’s target customers could have a negative 
impact on the income, financial and equity position of Group companies. This market is also closely 
connected to changes in consumption trends and changes in lifestyles.

Finally, the failure to transition to a “lower carbon economy” could pose significant potential risks, 
as this would magnify the company’s impact on the climate and, in turn, the climate’s impact on the 
company.

Risks connected to the definition and implementation of strategies
In formulating its strategy, the Group takes into account some assumptions on the economic trend and 
on the development in demand for luxury goods in the various geographic areas and on the prospects 
for the potential locations in which to base its stores. The Group’s ability to implement its strategy 
depends, among other things, on its ability to meet, through the development of its collections, 
the preferences of its customers—also with respect to the growing focus on product sustainability 
and transparent sourcing, including in terms of environmental and social impacts—and to launch 
communication campaigns aligned with its strategic positioning and brand awareness objectives. In 
addition, a risk factor is the competition for prestigious retail locations which could have an impact on 
fixed costs for new openings and renovation. Should the Group not be able to implement its strategy 
and/or should the underlying assumptions on which the Group has based its strategy prove not to be 
correct, the Group’s business and prospects could be negatively affected.

Risks of natural or malicious events and the connected effects on 
equity or on the business
The widespread presence of the business and, above all, of the distribution network across the 
main countries worldwide exposes the Group to a variety of risks related to natural events, such as 
earthquakes, floods, etc., or malicious events, such as acts of terrorism, or risks associated with an 
epidemic outbreak, including on a global scale, which could directly or indirectly damage the Group’s 
assets, when such events cause significant economic losses and/or social unrest in the populations 
affected, with a consequent negative impact on demand in this geographic area and/or on the 
undertaking of the Group’s activities.

Risks of events with an impact on the image and reputation of the 
brand
The Group’s success depends on the image of its brand, which is influenced not only by internal 
factors relating to its own business, i.e. by the definition and implementation of its strategies, but 
also by a variety of external factors or events which may harm or damage the business ethics and 
values associated with the reputation of the brand. Internal risk factors include, by way of example, 
the perceived service quality and the attractiveness of products to customers—including with respect 
to product transparency and sustainability—the implementation of commercial strategies and the 
excellence of the distribution service and the direct and indirect channels. Among external risk factors 
note should be taken, among others, of the increasing spread and use of easily accessible media 
channels that broaden their appeal to a large group of users, the failure to adopt more innovative 
technologies with a low environmental impact, the dissemination of information or news, and potential 
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crimes connected to the production chain (e.g. handling of greenhouse gas) which, although entrusted 
to external workshops, may have an indirect impact on the brand.

Risk connected to trade channels managed by third parties
Part of the distribution network for “Salvatore Ferragamo” branded products consists of stores 
managed by third parties with whom the Group generally has long-standing business relationships. As 
far as the wholesale channel is concerned, the Group’s sector is characterized by a limited number of 
large operators, such as major department stores, mainly from the United States, but also important 
distributors and duty free and travel retailers. The lack of commercial relations with the main indirect 
distributors, the impossibility of developing new commercial relations, or a marked fall in the related 
revenues could impact the Group’s business. In addition, the failure by indirectly managed stores to 
comply with a commercial policy that is in line with the brand’s image could damage the brand’s 
positioning, as well as the related sales.

Main impacts in terms of sustainability
As part of this category, the main impacts in terms of sustainability are connected to internal and 
external events that could impact on the Brand’s image and reputation.Risk factors include, for example, 
the product’s appeal to customers in terms of its transparency and sustainability and the failure to 
move to a lower carbon economy, as it would increase the company’s impact on climate and, in turn, 
the impact of climate on the company. Other factors include the failure to adopt new, more innovative 
and environmentally-friendly technologies, the dissemination of information or news, and possible 
breaches relating to the production chain (e.g., greenhouse gas emission management) which, albeit 
entrusted to external workers, may have an indirect impact on the Brand.

Operating risks (connected to typical processes)
Dependence on key suppliers in the production process
The organizational model adopted by the Group entrusts the production process entirely to expert 
staff in external workshops, although keeping in-house the management and organization of the most 
important stages in the value chain. The outsourcing of the production process and the consequent 
possibility of the termination of dealings with third parties, owing to bankruptcy or discontinuance, and 
also due to default or voluntary interruption of the collaboration, could represent a going-concern risk in 
particular business areas, at least in the short term. In addition, any interruption in the relationship with 
these external subjects could lead to issues relating to claims of alleged employment and operational 
dependence which such external subjects could raise, should the Group consider it advisable to 
discontinue the collaboration. 
An additional risk is that connected with price fluctuations relating to the availability of high-quality raw 
materials or supply-side competitive tensions, resulting in additional costs to the Company. 

Risks relating to the protection of intellectual property and parallel 
market rights
The risk relates to the possibility that counterfeit products are illegally marketed and the possibility 
of third parties using the trademark or the corporate name improperly or for purposes not permitted 
by current regulations on the protection of intellectual property rights. The risk of violation of the 
intellectual property rights of products and the brand held by the Group is amplified via the Internet 
through their improper use on third-party websites. This risk can take several forms: unauthorized 
e-commerce websites which sell official products; e-commerce websites which sell counterfeit 
products; and unauthorized use of the “Ferragamo” name in the website address. Finally, legal 
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protection cannot, in any case, prevent the possibility that Salvatore Ferragamo brand products sold 
to wholesale customers are then sold on so-called parallel channels, with possible repercussions on 
the corporate image as a result of the lack of control over these retail sales by a commercial policy 
that is in line with the brand image developed by the Group, as well as a negative impact on Group 
revenues.

Risks connected to the adequacy of the governance system of 
subsidiaries and to organizational development that is in line with the 
Group’s growth
The risk is connected to the possibility that the governance system of subsidiaries, whether wholly or 
partially owned, or the instruments adopted for its implementation are not adequate or do not allow 
the activities undertaken by local managers to be maintained in line with the policies or expectations 
of the Group’s top management. The risk of an inadequate organizational model relates also to the 
possibility that the macro and micro organizational systems do not provide the best possible support 
for the company’s activities in order to achieve the defined business goals. 

Risk of loss of key resources and know-how 
The risk is connected to the significant dependence which the Group may have in regard to some 
managers who are currently considered strategic resources, since they cannot be easily or rapidly 
replaced by internal or external staff. The ending of the contribution of such staff members could lead 
to missed business opportunities, lower revenues, higher costs or cause damage to the Group’s image. 
The risk of dependence on key staff is also connected to the potential loss of “technical know-how”, 
in reference to the possibility of seeing a gradual reduction or loss of the expertise and skills needed 
to manage design, development and production activities, in particular in regard to the Group’s core 
business: the manufacture of footwear and leather goods. This risk is especially important in regard 
to the professional staff responsible for handling product development and industrial manufacture 
processes, in an external and local framework characterized by a gradual reduction in craftsmanship 
and professional skills.

IT security risks, data management and dissemination
Information Technology (IT) is today one of the key enablers for the achievement of corporate 
business goals. The IT risk is therefore connected to the significant dependence of the Group 
companies, and the relevant operational processes, on the IT component. Specifically, this means 
the risk of undergoing a financial loss or a loss of reputation and market share resulting from the 
possibility that a given threat, be it accidental or deliberate in nature, exploits a vulnerability which is 
implicit in the technology or derives from the automation of corporate business processes, causing 
events that could compromise the security of the Company’s data in terms of confidentiality, integrity 
and availability.

Main impacts in terms of sustainability
Within this category, the main impacts in terms of sustainability are associated with typical processes, 
which include both external risks, such as those relating to the abuse of intellectual property rights, 
and internal risks related to the organizational structure, processes and systems adopted by the 
Group. Specifically, safety and customer satisfaction, including product quality, the health, safety, 
and quality of workers’ professional life, and the value chain represent risk areas for the Group.
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Financial risks
For information relating to the management of financial risks and for the other information provided for 
by IFRS 7, reference should be made to the specific section in the Explanatory notes to the consolidated 
and separate financial statements, at the end of the paragraph on accounting standards.

Exchange rate risk
The Group operates at the international level and is therefore exposed to risks deriving from exchange 
rate fluctuations, which affect the financial position and financial performance, due to the difference 
in the value of foreign currency costs and revenues compared to the moment in which pricing 
conditions were set, as well as because of the translation of trade or financial receivables and payables 
denominated in foreign currencies. In addition, by virtue of the fact that the Company prepares its 
consolidated financial statements in Euro, fluctuations in the exchange rates used to translate the 
financial statement data of subsidiaries which were originally expressed in a foreign currency could 
have a significant impact on consolidated results, net financial position, net financial debt, and 
shareholders’ equity as expressed in Euro in the Group’s financial statements, and financial ratios.

Counterparty risk
The credit risk connected to financing, investing and operating activities in derivatives to hedge the 
exchange rate risk is represented by the inability of the counterparty or the issuer of the instruments to 
meet their obligations. The credit risk regarding the Group’s other financial assets, consisting of cash 
and cash equivalents, available-for-sale financial assets and some derivatives, has a risk equal to the 
book value of these assets in case of insolvency of the counterparty.

Credit risk 
The Group’s exposure to trade credit risk refers exclusively to wholesale sales and the receivables 
associated with licensing revenues, which combined represent nearly one-third of global turnover; 
the rest refers to retail sales, which are usually paid with cash or credit and debit cards at the time of 
purchase.

Interest rate risk
Movements in market interest rates affect the level of net financial charges and the market value of 
financial assets and liabilities. The Salvatore Ferragamo Group is mainly exposed to the risk of recording 
on the income statement an increase in financial charges due to an unfavorable change in interest 
rates. Group companies use third-party financial resources largely in the form of floating rate bank debt 
and deploy the available liquidity mainly in money market instruments. Changes in market interest rates 
only affect the cost of loans and the yield on uses and thus the level of the Group’s financial charges 
and income, and not their fair value.

Liquidity risk
Liquidity risk represents the risk that the Group cannot meet its financial obligations due to problems 
in obtaining funds at current market price conditions or in liquidating assets on the market to find the 
necessary financial resources. The first consequence is a negative impact on the income statement, 
should the Group be forced to incur additional costs to meet its commitments. The factors which 
mainly influence the Group’s liquidity are the resources generated or absorbed by current operating and 
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investing activities, the possible distribution of dividends and the expiry and possibility of renewal of 
debt or the expiry and possibility of liquidation of financial investments of surplus cash.

Main impacts in terms of sustainability
The impacts in terms of sustainability are connected to the economic and financial performance and to 
the systems adopted for the reliability, timeliness and completeness of financial reporting, as well as 
to the involvement and transparency of information towards stakeholders and the market in general. 

Compliance risks
Tax risk
The Salvatore Ferragamo Group has subsidiaries in over 25 countries worldwide and, therefore, its 
tax returns and obligations are usually subject to assessments by the tax authorities of the various 
countries. In addition, due to the high number and value of transactions between Group companies, 
the compliance of the amounts envisaged for such transactions to local and international rules 
and principles on transfer pricing is subject to assessment and adjustment by tax authorities. The 
instruments adopted by the management to limit tax risk for both tax compliance and transfer pricing 
cannot completely rule out the risk of tax assessments, especially taking into account the lack of clear 
and established regulation of transfer pricing in local legal provisions and procedures. 

Risk relating to non-compliance with rules and regulations 
The Group is subject, in the various jurisdictions where it operates, to legal provisions – including tax 
provisions which are described separately – and to technical rules which are applicable to the products 
manufactured and their distribution. 

Italian and European regulations that are now applicable to the Parent company following the listing of 
Salvatore Ferragamo S.p.A.’s shares on the Mercato Telematico Azionario (an electronic stock market) 
organized and operated by Borsa Italiana S.p.A. since 29 June 2011 are especially relevant to this 
risk. There are also specific regulations that are particularly relevant to this risk, such as Regulation 
EU no. 56/2014 (MAR), the laws that protect consumers, intellectual and industrial property rights, 
competition, employee health and safety, the environment, privacy, the administrative responsibility of 
public entities as per Italian Legislative Decree 231/01, the responsibility under Law 262/05, industrial 
compliance concerning the conformity of distributed finished products and raw materials used in 
relation to the standards provided for by law, and the implementations associated with the handling 
of greenhouse gases.

Almost all products manufactured and sold by the Group are made in Italy, except for a very limited 
range of products manufactured abroad to take advantage of local traditions and quality (for example 
“Swiss Made” watches). This is considered a competitive advantage compared to rival products which 
cannot make the same claim. A change in the law on the origin of goods could, however, change 
the current identification requirements for “Made in Italy” products. It is impossible to rule out the 
risk of potential violation of the “Made in Italy” identification requirements by external workshops or 
suppliers to whom the realization of the finished products is outsourced, in particular in cases in which 
a production stage is further subcontracted. The application of new rules and regulations or changes to 
the law in force, which could lead to a delay in adjusting structures in order to ensure compliance with 
the new or subsequent requirements, result in further exposure to the risk of sanctions due to failure 
to comply with such provisions.
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Main impacts in terms of sustainability
The impacts in terms of sustainability consist in potential internal and external compliance risks 
associated with the failure to comply with laws and regulations (including social and environmental 
ones) applicable to the Salvatore Ferragamo Group.

With respect to sustainability, the following safeguards should be mentioned: the adoption of an Ethical 
Code, the implementation of an Anti-Corruption Policy, the adoption of an Organization, Management 
and Control Model pursuant to Italian Legislative Decree 231/2001, and the creation and dissemination 
of a Supplier Code of Conduct. To monitor actual compliance with the principles laid out in the Supplier 
Code of Conduct, the Group has launched an audit plan for its contract manufacturers and direct 
suppliers, which complements the monitoring of sub-suppliers that the Group has been doing since 
2014, in order to assess compliance with ethical and social standards. 

In addition to the above risk categories, the Group assesses the reputational impact – which, considering 
its importance for the sector, could amplify the impact of a risk, regardless of the specific category.
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14. �Significant events occurred after 
31 December 2020

No significant events occurred after 31 December 2020.

15. �Macroeconomic situation  
and outlook

The short-term economic outlook has suddenly deteriorated at a global level and faces considerable 
uncertainty. The Covid-19 pandemic, which began in China and then spread to the rest of the world, 
caused a significant adverse shock that is having a strong negative impact on business operations, 
at least in the short term, by affecting both supply and demand; assessing the full impact of such a 
shock is still extremely hard. Early base-case assumptions about the virus being contained by the 
end of 2020 and growth gradually returning to normal in the first half of 2021 have been replaced by 
others according to which, although financial markets have stabilized as an accommodating monetary 
policy ensures the credit system continues working as usual, the easing of global uncertainty and 
the ensuing recovery are farther away. The International Monetary Fund’s January 2021 forecasts – 
although slightly more optimistic than the ones issued in October – point to a global recession in 
2020, with GDP expected to shrink by -3.5%, and then rebound by +5.5% in 2021. With respect to the 
world’s major economies, GDP growth is expected to decline by -3.4% in 2020 and rise by +5.1% in the 
following year in the US, fall by -7.2% in 2020 and rise by +4.2% in 2021 in the Euro Area, and increase 
by +2.3% in 2020 and +8.1% in 2021 in China.

Management continues seeking to strengthen the Salvatore Ferragamo Group’s competitive position 
among the leaders of the luxury market. The market scenario remains volatile in light of the continued 
restrictions imposed by governments and the uncertainty over how the pandemic will play out. 
Management therefore believes it cannot make detailed forecasts as to how the Group will perform this 
year in the various markets, but remains committed to growing revenues in high-potential channels 
and curbing costs.
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16. �Separate Financial Statements as at  
31 December 2020 of Salvatore Ferragamo S.p.A. - 
Proposal for approval 

Dear Shareholders,
relying on your approval to the structure and basis of presentation of the separate financial statements 
for the year ended 31 December 2020, we:

1. submit the 2020 Separate Financial Statements to your approval;

2. �propose covering the loss for 2020, totaling 34,070,066 Euro, by using the Extraordinary Reserve. 

Florence, 9 March 2021
					   
	 On behalf of the Board of Directors

	 The Chairman
	 Ferruccio Ferragamo
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