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CRISIL Research assigns IPO grade ‘3/5' to PC Jeweller Ltd

CRISIL has assigned a CRISIL IPO Grade "3/5" (pronounced "three on five") to the proposed initial public offer
(IPO) of PC Jeweller Ltd (PCJ). This grade indicates that the fundamentals of the IPO are ‘average’ relative to
the other listed equity securities in India. However, this grade is not an opinion on whether the issue price is
appropriate in relation to the issue fundamentals. The grade is not a recommendation to buy, sell or hold the
graded instrument, or a comment on the graded instrument’s future market price or its suitability for a particular
investor.

PCJ is an established jewellery retailer in North India. The assigned grade reflects its seven-year-old presence
and the ensuing strong reputation in an industry quintessentially benefited by the country’s obsession for gold.
Strong brand recall, successful branch expansion (from one to 30 showrooms in the past seven years) and
stellar increase in gold prices have added shine to PCJ’s top line, which has grown at a three-year CAGR of
69%. The grade factors in the resilience of demand for gold jewellery in India despite high gold prices; we
expect demand to revive in the long term as gold prices stabilise. Compared with other gold jewellery players,
PCJ's revenue mix leans towards higher-margin diamond jewellery, which is rewarding in the wake of
increasing acceptance of diamond jewellery in India. The grade has also taken into account the expected
increase in organised retail penetration in jewellery vis-a-vis the single-store format, which will benefit
established players such as PCJ.

However, competition in the jewellery retailing market - likely to intensify following planned expansions by
regional/traditional players - poses a significant risk. Further, PCJ’s stores are concentrated in North India (four
stores in Delhi accounted for 44% of FY12 revenue from operation). PCJ’s plans to add 20 showrooms by FY14
across India should mitigate the risk of regional concentration but the opening of new stores in a competitive
market is likely to put pressure on profitability due to higher marketing expenses and working capital
requirement. Also, the compensation structure for key management personnel appears low, which can lead to
attrition.

PCJ’s revenue from operation increased at a three-year CAGR of 69% between FY09 and FY12 to Rs 30.4 bn,
largely driven by branch additions and steady increase in gold prices. EBITDA margin remained steady at 9-
10% over FY09-FY12 due to hedging of gold and stable overhead costs. PAT increased sevenfold over the
past three years to Rs 2,313 mn in FY12. The company registered robust RoE of 55% over FY09-FY12.

About the company and the issue

PCJ was established in 2005 after a split between the partners. The Delhi-based company is promoted by
brothers Mr Padam Chand Gupta and Mr Balram Garg. The company retails gold jewellery (66% of FY12
revenue from operations) and diamond-studded jewellery (32%) under the “PC Jeweller” brand. It has 30
showrooms across 23 cities in North and Central India totaling ~164,572 sq ft as on September 30, 2012. The
domestic market accounted for 67% of FY12 revenue from operations and exports the rest. The company’s
manufacturing units for gold and diamond-studded jewellery are located in North India. PCJ is planning to open
20 new large format, high street showrooms with an average carpet area of 6,650 sq. ft. The company will use
the IPO proceeds to set up these new showrooms and to finance the incremental working capital requirement.

About CRISIL IPO Grading

CRISIL IPO (Initial Public Offering) grading is an opinion on the fundamentals of the graded issue that reflects
CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation to other
listed equity securities in India. The assessment is based on a grading exercise carried out by industry
specialists from CRISIL Research. A CRISIL IPO Grade 5/5 indicates strong fundamentals and a CRISIL IPO
Grade 1/5 indicates poor fundamentals. CRISIL IPO Grading reflects its assessment of the graded company's
equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL IPO Grade should not be
construed to mean a comment on the price of the graded security nor is it a recommendation to invest or not to
invest in the graded security.

November 06, 2012 1 www.crisil.com




Media Contacts

Analytical Contacts

Priyadarshini Roy
Communications and Brand Management

Mukesh Agarwal
President

CRISIL Limited CRISIL Research

Tel: +91-22- 3342 1812 Tel: +91-22- 3342 3035

Mobile: +91- 9819742778 E-mail: mukesh.agarwal@crisil.com
Fax: +91-22- 3342 3001

E-mail: priyadarshani.roy@crisil.com

Mohit Modi

Jyoti Parmar Director, Equities
Communications and Brand Management CRISIL Research

CRISIL Limited Tel: +91-22- 4254 2860
Tel: +91-22- 3342 1835 E-mail: mohit.modi@crisil.com
Fax: +91-22- 3342 3001
E-mail: jyoti.parmar@crisil.com

About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India’s
leading ratings agency. We are also the foremost provider of high-end research to the world’s largest banks and leading
corporations.

About CRISIL Research

CRISIL Research is India's largest independent and integrated research house. We provide insights, opinions, and analysis
on the Indian economy, industries, capital markets and companies. We are India's most credible provider of economy and
industry research. Our industry research covers 70 sectors and is known for its rich insights and perspectives. Our analysis
is supported by inputs from our network of more than 4,500 primary sources, including industry experts, industry
associations, and trade channels. We play a key role in India's fixed income markets. We are India's largest provider of
valuations of fixed income securities, serving the mutual fund, insurance, and banking industries. We are the sole provider
of debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered independent equity research in
India, and are today India's largest independent equity research house. Our defining trait is the ability to convert information
and data into expert judgements and forecasts with complete objectivity. We leverage our deep understanding of the
macroeconomy and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages.
We deliver our research through an innovative web-based research platform. Our talent pool comprises economists, sector
experts, company analysts, and information management specialists.

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfill your request and service your account and
to provide you with additional information from CRISIL and other parts of The McGraw-Hill Companies, Inc. you may find of interest.
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McGraw-Hill's Customer Privacy Policy at http://www.mcgrawhill.com/site/tools/privacy/privacy english.
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Disclaimer

A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in relation to other listed
equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating. Every CRISIL IPO Grading is based on the
information provided by the issuer or obtained by CRISIL from sources it considers reliable. CRISIL does not guarantee the completeness or accuracy of the
information on which the grading is based. A CRISIL IPO Grading is not a recommendation to buy / sell or hold the graded instrument; it does not comment on
the issue price, future market price or suitability for a particular investor.

CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of
CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-mail:
clientservicing@crisil.com.

For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings

This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be used
by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of

distribution of its Press Releases for consideration or otherwise through any media including websites, portals etc.
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