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Moderator: Ladies and gentlemen, good day and welcome to the PC Jeweller Limited Q3 FY2018 earnings 

conference call. This conference call may contain forward-looking statements about the company, 

which are based on the beliefs, opinions, and expectations of the company as on date of this call. 

These statements are not the guarantees of future performance and involve risks and uncertainties that 

are difficult to predict. As a reminder all participant lines will be in the listen-only mode. And there 

will be an opportunity for you to ask questions after the presentation concludes. Should you need 

assistance during the conference call, please signal an operator by pressing “*” then “0” on your 

touchtone phone. Please note that this conference is being recorded. I would now like to hand the 

conference over to Mr. Sanjeev Bhatia – CFO, PC Jeweller Limited. Thank you and over to you Sir! 

Sanjeev Bhatia: Thank you. Good evening ladies and gentlemen and a very warm welcome to this earning call of PC 

Jeweller for Q3 FY2018. Along with me on this call I have Mr. Balram Garg – Managing Director of 

the company. Traditionally Q3 is a festive season and festivities did not disappoint us this year. The 

company has managed to maintain the momentum gained in the first and second quarter of this fiscal 

year and has achieved a topline quarter on quarter  domestic growth of 40% in the third quarter. 

Along with the increase in the topline, the company has also achieved a quarter on quarter  growth of 

almost 50% in Q3 domestic retail profits. The combined Q3 PAT of the company stands at Rs.163 

Crores, which again represents an increase of 52.11% over the PAT of Rs.107 Crores for the Q3 

FY2017. This growth has been achieved both through SSG as well as through new stores opening. 

The festive season has gone well for us. The company’s advertisement campaign featuring Akshay 

Kumar and Twinkle Khanna has been received well by the consumers and helped us to strengthen the 

PCJ brand and awareness. Going forward also, the company will continue to increase its consumer 

reach via TV, media, print as well as digital mode of advertisement. We are happy to note that our 

HY figures reinforce the company’s confidence in achieving a Y-on-Y growth of 30% in the domestic 

segment. Our export business has remained almost stable over the quarter both in terms of topline as 

well as bottomline. We are also working on creating a digital catalogue of all our jewellery so that our 

entire inventory is visible at all locations. This is expected to increase our customer version ratio. We 

have introduced augmented reality at a few of our showrooms, which provided totally new shopping 

experience to our customers. Similarly we are working on a lot of other technology related initiatives, 

which can be used to further enhance and improve customer experience. This financial year we have 

opened nine new stores till date however work is going on in many new locations and the company is 

confident of crossing 100 store marks by March end. I now leave the forum open for questions and 

answers. 
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Moderator: Thank you very much Sir. Ladies and gentlemen, we will now begin with the question and answer 

session. Ladies and gentlemen, we will wait for a moment while the question queue assembles. We 

will take the first question from the line of Nilesh Shah from Morgan Stanley. Please go ahead. 

Nilesh Shah: Thank you Sir. First question is on the impact of the changes on the GST rate on the purchase of loose 

diamonds as announced yesterday, were you completely using your input tax benefits earlier? 

Balram Garg: Yes, we had used earlierActually our business model is we buy a loose diamond and the seller 

charges 3% GST and we take credit of that 3% and after manufacturing the jewellery we sell the 

jewellery to the customer after adding the 3% GST, so we take credit. So now it is a positive step 

from the government side. It shows the positivity by the government towards the jewellery industry 

and it will help us to reduce the working capital little bit and second is because we sell solitaires in 

our almost most of the showrooms and earlier we were charging 3% GST on the loose diamonds from 

the customer, but now we will charge only 0.25%. It will help us to increase the sale in the loose 

diamonds solitaire also. 

Nilesh Shah: Sir, talking about the benefits on input tax credit, which you can take, you will charge 3%, but you 

will pay only 0.25%, so will you now be able to offset more of your input tax credits against the taxes 

that you have collected, is that true or not? 

Balram Garg: No. Actually in earlier regimen, suppose we are buying Rs.100 diamond, we were paying 3% tax to 

the supplier and we were using that 3% credit after manufacturing this jewellery suppose the value 

addition of the jewellery is Rs.30, so we are selling this jewellery at Rs.130, so we are charging from 

the customer the 3.9% and we are using the credit of 3%, so 0.9% the additional we are charging from 

the customer. So we are charging from the customer 3.9% and 3% credit we are using to pay the duty. 

Nilesh Shah: But that has now dropped to 0.25%? 

Balram Garg: So 0.25% suppose we have paid 125 that is why we are using the rate of 0.25% whatever rate suppose 

in rental we are paying 18% GST, so we are getting credit of 18%. 

Nilesh Shah: Now when you sell that jewellery piece to the customer finally at the retail end, you will charge 3%? 

Balram Garg: Yes 3%. 

Nilesh Shah: So there could be higher availability of input tax credits for you, which will drive margin expansion, 

is that not true? 
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Balram Garg: No nothing of that sort. 

Nilesh Shah: My second question is you spoke a little bit augmented reality very briefly can you tell us what you 

are doing on that front? 

Balram Garg: So the thing is that in augmented reality what happens is on an IPad it is a real-time system where 

once the customer sees in the IPad mirror app, he will see the earring or any other product displayed 

as if they are wearing necklace, earrings or any other products, so it gives the actual look and feel to 

the person on how the jewellery is going to look like even when he is not trying the actual jewellery, 

so what it does is it helps in people trying out various jewellery items and many more designs, which 

may not be present in that showroom itself and choosing from those various designs, which can be 

ordered. These designs can be in any showrooms and not Limited to the place where the customer is 

sitting. 

Nilesh Shah: Given that you are doing so well in terms of new-customer acquisition and the revenue growth is so 

strong and market share gains are also happening, any plans to increase the store expansion target for 

next year versus what you have done this year? 

Balram Garg: Yes earlier we were opening 10 stores. Now this year we have already opened nine stores. In this 

quarter, we are opening more than 15 stores, so definitely our company’s target to increase the pace 

and we have already increased the pace and the momentum will continue because we are going 

everywhere now and the customer shift from the unorganized to organized is there and we are getting 

good market share, so the company will keep opening the stores. We cannot say numbers, but 

definitely it will be more than this year number. 

Nilesh Shah: Wonderful. Thank you very much Sir. 

Moderator: Thank you. We take the next question from the line of Kirti Dalvi from Enam Asset Management 

Company. Please go ahead. 

Kirti Dalvi: Good evening Sir and congratulations for good set of numbers. A few questions on the distribution 

side, how many stores we did open in Q3 and would it be possible to get the exact square footage 

number in terms of area as of 31st December? 

Balram Garg: We have not opened any store in Q3, whatever stores opened was in the first six months and now this 

quarter, we are opening, first store we are opening next week. We are starting to open next week 

because from December 15, 2017 to January 15, 2018 is malmas month and it is not auspicious to 
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open any store, so we are going to start opening stores from next week onwards and before March we 

think that we will cross 100 stores. 

Kirti Dalvi: In terms of area Sir, how much it is as of December 31, 2017 in terms of footage? 

Balram Garg: So  we do not have the number. You can just go through the presentation earlier. We do not have it 

right now. 

Kirti Dalvi: Second question Sir what is the share of studded diamonds in the total sales of domestic? 

Balram Garg: The studded jewellery share last year it was around 29%. This year it is around 31.5%. 

Kirti Dalvi: Last one from my side how much is SSG we had in the Q3? 

Balram Garg: Last year third quarter, the base was lower because of demonetization, SSG is now 25%. 

Kirti Dalvi: That is purely because of the base impact? 

Balram Garg: Yes. 

Kirti Dalvi: Thank you very much and good luck Sir. 

Moderator: Thank you. We will take the next question from the line of Abneesh Roy from Edelweiss. Please go 

ahead. 

Abneesh Roy: Sir congrats on a good performance. My first question is on exports business, the margins are up 

significantly almost more than double and rupee, my sense is on a Y-o-Y basis has been adverse to 

the exports business, so what explains the margin expansion? 

Balram Garg: No. There is margin expansion in this quarter. If you look at the margins on steady basis in export, the 

margins are between 6% and 8% depending on what items we are exporting. So look at the second 

quarter margin, it is around 8% and last year what happened there was some M2M loss in the third 

quarter because of that our margins have come down. Otherwise steady basis our margin is 6% to 8% 

so there is no expansion in the export margins, so look at the last quarter also, the margins were 

around 8% only, so the margin is on the same line. 

Abneesh Roy: Quarter-on-quarter dip in margins, which you just now said is around say 70 bps that is largely 

because of the rupee movement or how does the margin play out? 
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Balram Garg: Actually 1% dip in the export is because of some currency gain and loss because particularly at the 

end of the quarter, we adjust everything. So you have to take it as a whole year nine months. If you 

look at the nine-month margin it is on the lines only between 7% and 8% only. 

Abneesh Roy: Sir your studded share is up around 250 bps on a Y-o-Y basis is that the reasons for 160 BPS jump in 

domestic gross margin? 

Balram Garg: No, this is not the only reason because if you look at the domestic, the margin expansion is around 

1.75%. To some extent because of the studded jewellery and now we are controlling the cost also and 

last year because of demonetization there is a 50 basis dip also in the margins last year in the third 

quarter. So definitely if you look at the EBITDA margin, it is more than that because the growth is 

higher, so gross margins definitely there is an increase in 1.75%. To some extent, it is because of the 

studded jewellery and some we are controlling the cost. The third is last year because of 

demonetization there is a dip in the margins also. 

Abneesh Roy: Last year the gross margin dip was because you are offering more incentives and more promotion was 

that the reason? 

Balram Garg: Actually because of demonetization. Definitely the promotion also if you compare is higher in  this 

quarter . So that is why there was a dip in the last year third quarter, a little bit dip was there and this 

quarter the margins are good. 

Abneesh Roy: Sir next question is on the backend. You have acquired in Jaipur manufacturing and also one more 

you are planning, so what is the reason for this in terms of capacity utilization what is the current 

number and are you able to outsource also, so just give those numbers? 

Balram Garg: Sure, currently actually on almost 70% manufacturing in-house and 30% is outsource, so now 

company because the company is opening so many stores and our present capacity cannot fulfill the 

demand of the incremental growth and that is why we have started one factory and it will take both 

the factories, Jaipur factory and the new factory, it will take one and a half or two years to start the 

production, so to meet the future requirements we are starting these factories, so the company’s aim 

for the future is to convert this 30% also to the own manufacturing, but maybe for the next three years 

the ratio will be 70:30. After that, definitely it will change. 

Abneesh Roy: So Jaipur will also take one and a half years because it seems that it is already up and running or it 

will take one and a half years? 



            PC Jeweller Limited 

January 19, 2018 

 

Page 7 of 23 

Balram Garg: Jaipur complete production will start in one and a half year, but within the next six months some 

manufacturing will start in Jaipur factory. 

Abneesh Roy: Lastly growth for you and even Titan last two to three quarters has been way beyond expectations, so 

obviously lot of things have helped there, but in FY2019 do you see this strong base and the changes 

largely there and behind? What is the growth number you are expecting in FY2019? 

Balram Garg: Actually if you look at the last five years, even the time was not  very good, when government 

increased their duty from 1% to 10%,  they have stopped the lease models, so many problems were 

there in the last five years. Even then if you look at the last five year growth for our company is 

almost 20% on an annual basis and the same store sale growth in that is 6% to 7% to 8% and the new 

store sale growth around 12%, so it means that market is already shifting from last 10 to 12 years 

from unorganized to organized, so now the environment is very good because of the GST, because of 

the compulsory hallmarking. Government also wants this sector to be organized, so we think that the 

growth will be more than that for the next five years. 

Abneesh Roy: Is the small box  neighborhood unorganized jeweller is he shutting shop or customer is not going 

there and so he is going to your kind of shops what is happening there? 

Balram Garg: Actually the thing is there are so many things. One is because of the GST compliance costs have 

increased; now it is difficult to do business. If you look at the gold import of India, India is importing 

900 tonne of gold every year and 10% gold comes from the smuggling as per  the World Gold 

Council report. So if India is importing 90% gold officially then why only 30% markets is organized 

and 70% is unorganized. So that was because in the previous regime, tracking of the gold was not 

available, now the tracking is available. Hence, the market is shifting from unorganized to organize. 

Organized means it is not I am saying that everyone is shifting who have the 100 stores. Organized 

means any company or an individual who is selling good quality of jewellery, he is issuing the bill to 

the customer and polices are transparent, even a single store can be organized. So definitely now it is 

difficult for the unorganized sector to do business under the present regime and the government is 

also supporting the organized sector because they want everyone to do business in an organized way 

and  earlier we were thinking that this market will organize in the next 10 to 12 years, but now we 

think that this market will be organized in the next five years. 

Abneesh Roy: In five years, you are expecting what 80% to 100% or what is it? 

Balram Garg: No 100% is not possible in any country, but definitely we think that this market right now is 30:70. It 

can be 70:30. 
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Abneesh Roy: Sir one follow up on augmented reality, so currently only five stores have this, so what is the capex or 

the opex if we are trying to implement it in all the 100 stores? 

Balram Garg: So we are planning before March to implement in all the 100 stores and the capex is not very big in 

the augmented reality because we have developed the technology. We have the license, everything, 

and so now we are implementing in every store, so there is no big capex required for the augmented 

reality. 

Abneesh Roy: So incremental store there is no big incremental capex, so new store no incremental capex? 

Balram Garg: No actually its like only one lakh or something for one store, so it is negligible 

Abneesh Roy: Sir that is all from my side. Thank you. 

Moderator: Thank you. We will take the next question from the line of Ashish Aggarwal from Navis Capital. 

Please go ahead. 

Ashish Aggarwal: Congratulations on a great set of numbers. Just had two data point questions, one the export 

receivables and two the cash position at the end of the quarter? 

Balram Garg: So actually these are on balance sheet lines, for whichwe do not have the numbers right now, so these 

things we will talk I think in the next quarter  

Ashish Aggarwal: Thank you. No more questions from me. 

Moderator: Thank you. We will take the next question from the line of Tushar Jain from IIFL. Please go ahead. 

Tushar Jain: Good evening Sir. So my question is so we have started one facility and one in few months in NCR 

region, so what kind of cash outflows are we expecting? 

Balram Garg: Actually the total capex for the factory because in the next three years, we require Rs.50 Crores 

almost per year for the capex. Whether it’s the  Jaipur factory or the new factory, we require around 

Rs.50 Crores capex every year to build the manufacturing plant and machinery i.e everything is 

covered, so this is not required only in one year. In the next three years, we require around Rs.150 

Crores. 

Tushar Jain: So Rs.150 Crores for both the factories? 
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Balram Garg: Yes. Both the factories in total. 

Tushar Jain: It is for strengthening our backend processes, so can we expect any EBITDA margin expansion? 

Balram Garg: So actually not right now. Definitely after two to three years we can expect, but it is too early to say, 

but it is not only  margins, it is because it is to create new designs. Definitely we are enhancing our 

manufacturing facility  to create different designs which is not available in the market. The purpose is 

too definitely to enhance the margins, but it will take some time. 

Tushar Jain: One more question. Sir are we planning any aggressive  forex hedging strategies? 

Balram Garg: So we are a  hedged company because we take our gold on the lease and at the time of sale, we fix the 

price, so we are a totally hedged company. 

Tushar Jain: No while exporting it to other countries? 

Balram Garg: In that also we are Hedged Company because we have import and we have the export. Only exposure 

is value addition, so nothing much. 

Tushar Jain: That is it from my side. 

Moderator: Thank you. We take the next question from the line of Pritesh Chheda from Lucky Investments. 

Please go ahead. 

Pritesh Chheda: Thank you for the opportunity. Sir I just wanted to know what would have been our gold tonnage sold 

last year and what would have been our gold tonnage this year sold and what would be our relevant 

market share? 

Balram Garg: So we do not have right now the tonnage number. 

Sanjeev Bhatia Definitely we can provide you later, but right now we do not have the tonnage number. 

Pritesh Chheda: Okay, no problem. 

Moderator: Thank you. We will take the next question from the line of Aditya Joshi from Anand Rathi. Please go 

ahead. 
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Aditya Joshi: Thanks a lot Sir for the opportunity. Sir my question is regarding the gross margins, so what was the 

gross margin in our export business and domestic business? 

Balram Garg: So gross margin right now in the domestic business is around 17% and the export is around 7.7%. 

Aditya Joshi: 7.7%? 

Balram Garg: Yes. 

Aditya Joshi: Thanks for that. Sir the next question is regarding the percentage of diamond jewellery sold? 

Balram Garg: 31.5% this year and last year third quarter wise 29%. 

Aditya Joshi: Sir my last question is related to the augmented reality, the thing that you have started in the stores 

and Sir will it help to reduce the store level stock for the franchisee owners? 

Balram Garg: So not only franchisee actually the purpose of this augmented reality or the Virtual Reality is to 

provide more and more designs to the customers. Suppose you are a customer and you are coming to 

a particular store. In that store and suppose you require a necklace of Rs.1 lakh, so I am showing you 

the 15 necklaces in the store, but I have a different design in every store and so I have more than 5000 

or 10000 designs in other stores, which may be the different designs. So the purpose is to show you 

those designs in other stores. The purpose of technology is to show you the maximum designs sitting 

in one store so instead of 50,  we want to show you the 5000 designs. This will help us to convert 

more customers and we want to improve the conversion ratio as well as definitely we want to 

monetize inventory and all the technology will help us to reduce the inventory also. 

Aditya Joshi: Thanks a lot Sir. That is it from my side. 

Moderator: Thank you. We will take the next question from the line of Parva Soni from Equirus Securities. Please 

go ahead. 

Parva Soni: So Sir is there any capex done during this quarter already by the company since we are seeing the 

capex for the next two to three years about Rs.250 to Rs.300 Crores which now we are revising it to 

Rs.150 Crores? 

Balram Garg: Earlier we were opening more owned stores. Now we are going for the franchise stores. Definitely, so 

we do not require any much capex. Earlier our planning was to open more own stores, so the capex 

plan was Rs.250 Crores to Rs.300 Crores, so now the total company’s capex plan for the factory is 
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around Rs.150 Crores. We do not require more than this for the factory and own store definitely we 

are opening. Franchise stores also and own stores. The capex plan for the own store is separate. 

Parva Soni: So this will be largely for the NCR region factory and Jaipur factory fro which the capex has been 

mainly done right? 

Balram Garg: No. actually the work is going on in the factory, so it has just started. So both the factories’ the capex 

is Rs.50 Crores per year and for the next three years, we will spend Rs.150 Crores total for both the 

factories. 

Parva Soni: Sure Sir and just wanted to get an idea on the other income increase of about Rs.245 Crores, which 

has happened because the export business is there any other income generated there? 

Balram Garg: No actually mainly earlier if you look at the third quarter last year, the other income was around 

Rs.16 Crores to Rs.17 Crores. Now it is around Rs.45 Crores mainly because we have the FDR and 

some gain in the currency also, but mainly because of the FDR we have. 

Parva Soni: The margin profile as we have seen this quarter it has improved. So do you see the margin profile 

here on increasing or do you look at it in the same fashion? This quarter you can see a margin of 

13.9% right now and with the effort that we are putting on the diamond sale, do we see the margin 

profile remaining stagnant or do we see it improving over the coming three years? 

Balram Garg: So actually margin will improve mainly because one is studded jewellery, one is we are controlling 

the cost, so I am not saying that we will keep improving the margins, definitely the company is 

focusing how to improve further, so that is why we are focusing more on the studded jewellery, 

diamond jewellery. We are launching new\ collections every time and we are launching new designer 

jewellery also, which we can charge more from the customers, but at the EBITDA level we would not 

see any increase in the margins because whatever margin expansion is there, we are increasing the 

budget on the marketing and so you look at this quarter also we have spent a lot and in future also we 

are spending a lot. So whatever margin expansion is there mainly we are spending on the marketing. 

So as EBITDA level, we do not see any expansion in the margins. 

Parva Soni: Okay, sure Sir and Sir just wanted to get an idea of how the export business is shaping up there, so we 

can see our overall strength in the year-to-date figures in the exports  and since mainly there has also 

been an inclusion of the VAT in the Gulf regions, so how has the demand coming up from there and 

how do you see it going ahead? 
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Balram Garg: You are right, so actually right now definitely there is an impact of that because  if you see in the Gulf 

region the main sale of the tourists. Now because of. 5% duties they have imposed last year, and now 

because of 5% VAThere is impact on the sales Earlier we were thinking that exports will grow by  7% 

to 8%, but now we cannot say that . Right now, I can say the business will be stable in this quarter. 

Parva Soni: Sir going ahead do you see it growing? 

Balram Garg: Actually because of these things, we do not see that this business will grow. Other than Gulf countries 

the business is as usual, but Gulf there is definitely a decline in the business, so overall right now I 

can say that as a whole  that the business will be stable. 

Parva Soni: Sure Sir and just one last question, so the franchisee enquiries that we are seeing and we are also 

seeing that the 75% of the new stores will be coming from the franchisee model right, so are these 

enquires coming from players who are already in the business or are these new players who are 

coming up to you and asking for the franchisees now? 

Balram Garg: Both sides are coming because mainly coming from the small jewellers who have closed their stores, 

so from both sides we are getting very good response I.e  from the non-jewellery companies also and 

from the jewellery companies also. 

Parva Soni: Just in case can we get an idea on how the mix is between the franchisee sales and the company sales 

this quarter? 

Balram Garg: Right now we do not have that separate figures. 

Parva Soni: Sure Sir, thank you. 

Moderator: Thank you. We take the next question from the line of Avi Mehta from IIFL. Please go ahead. 

Avi Mehta: Just on the interest cost bit, I wanted to understand is there any change in the debt level because there 

is no store addition but there is an increase in interest cost on a Q-o-Q basis or was it because of capex 

for acquisition? 

Sanjeev Bhatia: No, actually if you are comparing with last year third quarter that will bebecause we procured a lot of 

gold. If you look at the percentage basis it had come down but absolute amount there is little bit 

increment because we at the season time we procure more lease gold. So there is no increment in that 

level. 
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Avi Mehta: Okay. Sir secondly you had for FY2017 almost about Rs 180 Crores of net cash on your books, now 

you are doing Rs. 150 Crores over next three years plus probably Rs. 50 Crores for the stores because 

it is going to be largely done by franchisee which means that you are going to generate a lot of cash, 

what is the thought for that Sir? How would you kind of look about that because you already have the 

cash for next three years if you spread that, so how should we see this? 

Sanjeev Bhatia: Right now I cannot give the answer what we are going to do that cash, definitely we are working on 

that how we can give investors good return of that cash, how to utilize that. Definitely right now I 

cannot answer this and we are working on that and we will let you know as soon as possible. 

Avi Mehta: Okay, no issues, that is all from my side. Thank you very much. 

Moderator: Thank you. Next question is from the line of Gaurav Jogani from ICICI Securities. Please go ahead. 

Gaurav Jogani: Thank you for the opportunity Sir. Sir these 16 stores that we are planning to open in the Q4 so will 

all that be on franchisee basis? 

Sanjeev Bhatia: So out of these around 10 stores is franchisee and 6 own stores. 

Gaurav Jogani: Okay. And Sir because of these incremental stores getting added on the franchisee basis are we then 

looking for an excessive EBITDA margin expansion because I think the franchisees would be 

working on a fixed cost basis and it would not be adding to any cost below that so do you see good 

EBITDA margin expansion going ahead? 

Sanjeev Bhatia: So if you look, we are passing some margin to the franchisee also so we do not see any EBITDA level 

margin expansion but definitely our ROE will increase because we are not investing anything and our 

profit is there without investing anything so definitely it will impact our ROE in the future. 

Gaurav Jogani: Yes, I do understand that like there would be a sharing of the profit percentage with franchisee; 

however I think the advertisements and everything would be at the corporate level I mean you would 

not be having additional employee expenses or other expense to that extent so should not that be 

helping your EBITDA margin expansion in that case? 

Sanjeev Bhatia: Actually you are right but right now we have already doubled the budget that way. In earlier question 

I answered that whatever expansion margin is there we are spending the same on the marketing 

because we have just signed Akshay Kumar and Twinkle Khanna for our brand ambassador and so 

we are increasing the budget because we are opening so many stores and we are going to some new 

states also. So that is why we are increasing the budget ,we are doubling the budget whatever margin 



            PC Jeweller Limited 

January 19, 2018 

 

Page 14 of 23 

expansion is there because of we are spending more on the marketing so margin will be stable at the 

EBITDA level. 

Gaurav Jogani: Okay. And Sir do we have any targets in mind as to what percentage of sales do we need to have from 

the diamond jewellery because what I do understand is that the diamond jewellery has a lower turns, 

so after particular point in time if the diamond share extends the inventory then goes down so does the 

management has any particular target in mind in regards to that? 

Sanjeev Bhatia: But if you look at the margins in diamond jewellery is very high, so definitely if you look at the gold 

compared to diamond, if you compare the margin there is no comparison in the margins. Even in the 

future little bit turn is lower in the diamond jewellery but margin is very good. So in some stores we 

are selling 35%, some stores we are selling 40% so company as a  whole we are selling 31% but when 

we open a new store then diamond turn is lower, slowly it increases, sometimes if the topline is not 

growing in a particular store that store will grow by the bottomline because share change in that store. 

So we will keep focusing on the diamond jewellery and the competition in that segment is also less if 

you compare to the other companies  . If you compare in the gold jewellery the competition is high. 

So earlier we were focusing on diamond jewellery ,in future also we are focusing more on diamond 

jewellery, designer jewellery and studded jewellery. 

Gaurav Jogani: Okay thank you so much Sir. 

Moderator: Thank you. We will take the next question from the line of Himanshu Nayyar from Systematix Shares 

and stocks. Please go ahead. 

Himanshu Nayyar: Hi good afternoon Sir and congratulations on a great set of numbers. Sir first thing I believe other 

than the two plan that you are talking about we also had some investment plans for Azva and setting 

up a unit in Dubai as well so can you update us on that, what is the plan there now? 

Balram Garg: So whatever investment we have already done in that there is no new investment done this year 

whatever investment we have already invested in settting up the manufacturing and everything there. 

So there is no new investment required for the Dubai factory or something and for the Azva definitely 

we have invested into growth because we are opening a Azva store in Mumbai in Taj Hotel next 

week. So in that Azva we are promoting  but not a big investment is  required for that also, This year 

we have a capex plan for Azva which is around Rs 25 Crores. 

Himanshu Nayyar: And that is over and above  Rs. 50 Crore per annum that you were talking about? 
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Balram Garg: Yes. 

Himanshu Nayyar: And Sir second thing is in terms of our procurement I believe that we get gold on lease only for a 

higher period for our exports business and for a lower period in the domestic business, so just wanted 

to understand in how much, do we utilize that period fully or we generally pay much before that ? 

What is the maximum time allowed in both the businesses? 

Balram Garg: No we do not; because if sale is there and if we do not pay them upfrontlywe do not get more gold. So 

we pay generally early and do not utilize the full time period. 

Himanshu Nayyar: And Sir the final thing is just wanted to understand a bit on our process of diamond procurement and 

how much credit do we get on that because there I believe there is no leasing scheme or anything? 

Balram Garg: Yes usually we buy a diamond on an outright basis. Generally some credit also is there but  we get 

discount when we pay upfront and sometime we take credit also for one month or something, but 

generally we purchase on cash basis only. 

Himanshu Nayyar: So what would be the average credit period it would be more like about 10-15 days on a blended basis 

Sir if we look at the whole? 

Balram Garg: The average credits in diamond ia low because  90% diamonds we procure are on the upfront 

payment only. 

Himanshu Nayyar: Okay got it Sir, that is all from my side. Thank you. 

Moderator: Thank you. We will take the next question from the line of Ankit Agarwal from Centrum Capital. 

Please go ahead. 

Ankit Agarwal: Thanks for taking my question Sir. Sir just wanted to understand on the store addition target for 2019-

2020 what is our target? 

Balram Garg: So actually if you look at the earlier years we were opening 10 stores but now this year we are almost 

close to 100 stores it means we are opening more than 25 stores. I cannot say the numbers for next 

year but definitely it will be more than this year so we are increasing the pace of the opening stores.  

Ankit Agarwal: And Sir just to understand this, if I understand this correctly since you are looking at increasing the 

number of franchisee stores our gross margins actually would come down and it will be made up in 

the EBITDA margins ? 

Balram Garg: Yes. 
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Ankit Agarwal: Okay. And Sir just to reconfirm earlier we had a plan of Rs. 250 to 300 Crores of capex was not that 

entirely for manufacturing? 

Balram Garg: No actually when I am talking of 250 it is combined with  Azva and own store  and if you look at for 

manufacturing, that is around Rs. 150 Crores. 

Ankit Agarwal: And Sir beyond 150 you said around Rs. 25 Crore on Azva other than that is there any other capex 

Balram Garg: Yes,  because we are opening own store also, the capex for the own store over next three years. 

Ankit Agarwal: So that will be how much? 

Balram Garg: Around Rs. 150 Crores is manufacturing Rs. 100 Crores including the Azva and the own store 

everything. 

Ankit Agarwal: Okay. So Sir I mean in totality still Rs. 250 Crores of capex will be required? 

Balram Garg: Yes. 

Ankit Agarwal: And Sir what will be your advertising spend FY2018, planned in FY 2019 and 2020? 

Balram Garg: So definitely it will be, now earlier we were spending almost 1.25% of the domestic sales, now we are 

spending 2% of the domestic sales. 

Ankit Agarwal: Okay, great Sir. Thanks a lot for that. 

Moderator: Thank you. We take the next question from the line of Roshini Devi from Go Genisis. Please go 

ahead. 

Roshini Devi: In the export part of this, you have written that company is not investing any additional capital in this 

vertical so any reason why you are not looking for any expansion in the export side besides the VAT? 

Balram Garg: Actually we are exporting the handmade jewellery so in that segment.  you cannot grow at the rate of 

30% like domestic. So whatever growth is there with the existing capital employed in that export 

business is enough to grow in that segment. So there is no additional capital required.. Earlier we 

were saying that definitely we are growing in the export market without investing further 

capitalwhich was  around 7% to 8% but now we are re-working because now some duty has been 

imposed in the gulf and because of all the tourists were buying jewellery from there, so now jewellery 

is expensive there so we cannot say how much growth will be in the export business in the future but 

right now we think that we can maintain the same turnover and we cannot say any reduction in the 

turnover,. 
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Roshini Devi: So you will maintain a 7% to 8%? 

Balram Garg: No growth I cannot say because now the last fifteen days because there is a less demand in the market 

and right now I cannot say but we think that we can maintain whatever turnover is right now so we 

see that this quarter is a stable quarter for the export. 

Roshini Devi: Okay. So how much of UAE make the percentage of your export? 

Balram Garg: So around 50% is the UAE and the balance is 50%. 

Roshini Devi: Okay and the balance is which country? 

Balram Garg: So other country like US, UK and South-East Asia and Singapore, Indonesia, Malaysia all the 

countries. 

Roshini Devi: Okay, thank you. 

Moderator: Thank you. We will take the next question from the line of Puneet Sethia from Bocardo Advisory. 

Please go ahead. 

Puneet Sethia: Hi good evening. I have a couple of questions on regulatory side and then business aspects also. I will 

start with the regulatory aspect, I would like to understand the relationship with DVI fund I think this 

is the fund, which is associated with the company for , long? 

Balram Garg: DVI fund is our old investor and actually they have invested more last year and we have a nominated 

director on the board and as per agreement we have actually given the information to the exchanges 

also because from a certain percentage if they reduce their stake so they will withdraw the nominee 

and now they have withdrawn the nominee, so now there is no director of the DVI on the board. 

Puneet Sethia: So just to understand because this is what is this fund all about like because what I foresee is there are 

regulatory lapses in terms of bulk deal which has happened on your stock I am getting from the stock 

price purchase now?  

Balram Garg: We cannot comment 

Puneet Sethia: So I would just brief you in this there are a lot of transactions which has happened on the DVI fund in 

terms of liquidation in last couple of months but the update has not been there on the website from 

BSE or may be so I would say that probably you can look at it because again it is a kind of a 

company’s image which will get damaged.  
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Balram Garg: No you are wrong because whatever information, information is on the website and everything is 

there and whenever they have sold they have informed the exchanges and you look at again all the 

information on the BSE and NSE. 

Puneet Sethia: Okay probably I will share with you the details 

Balram Garg: Okay. 

Puneet Sethia: On the model side, see I can see you are planning to shift from own store to franchisee that is evident 

thing, which you want to do gradually in this year also. So as someone already highlighted that 

obviously it will dent a little bit on the gross margin which you are earning on your own stores but 

obviously it will not call for a capex for you but how do you manage the brand dilution which can 

happen with such a franchise model and we have one of the cases earlier from Gitanjali Gems which 

was an absolute failure on this kind of model because once you dilute this kind of... you do franchisee 

in such a business it is not easy to maintain it so how are you tackling it, have you verified this model 

before taking such a large… 

Balram Garg: Yes, we have taken all the precautions and like we are controlling the franchisee everything like we 

are controlling our own store only thing is they are investing and the capex is invested by the 

franchisee, only differentiation in the own store and the franchisee store because in the own store we 

are investing and the franchisee store they are investing, the system procedure everything is same and 

the customer will not know whether this is franchisee or own store, so all the system procedure is on 

place. 

Puneet Sethia: But how about the team management and why do we need to do so in terms of when you have a good 

cash flow, your cash flow statement says all comparatively better from last year so why do you need 

to go for that model? 

Balram Garg: No, franchisee model is always good and this is the management decision that we will go by the 

franchisee because there is no investment in the franchisee and there is good demand of the franchisee 

and we want to capture more market share, own store we cannot open our own stores from a certain 

limit so if we want to grow that then definitely we have to open franchisee stores. 

Puneet Sethia: That is what I am saying probably  you are may be in a rush to grow faster in terms of the turnover 

but what I foresee is a model which might reflect the Gitanjali Gems at some point of time. 



            PC Jeweller Limited 

January 19, 2018 

 

Page 19 of 23 

Balram Garg: As a policy we would not like to comment on any other company but we have tested the model and 

the model is working very well 

Puneet Sethia: Okay fine. Now what are the risk, which you foresee in this business model or overall business, we 

have been talking good all about till now, so let me understand little bit about the risk perspective 

from your side? 

Balram Garg: We do not see any risk in the franchisee model whatever risk in the own store model the same risk in 

the franchisee model 

Puneet Sethia: No I am asking about overall business like what do you foresee as a risk or what can actually derail 

the good thing, which is happening around? 

Balram Garg: So actually if you talking about the risk definitely right now we do not see any bigger risk because 

now the government policies are clear compared to the earlier phase where the government polices 

were not clear. we are a hedge company so the bigger risk is covered definitely. If you grow faster 

there are so many challenges to find good staff, to find good worker, so we are working on that and 

presently we do not see any bigger risk involved. 

Puneet Sethia: Okay I will highlight a few at the end of this call probably when I get little time but just want to check 

with you are you satisfied with the growth of Q-o-Q number in spite of having a season business 

basically, what I see is the domestic sales has been not that great compared to the last quarter and nor 

the margins are been on that side, like both has actually…? 

Balram Garg: In second quarter some season have shifted because of the earlier, last year the Navratra was on the 

Q3 this time the Navratra started September 15 and 16 so definitely the sales have shifted from that 

quarter. 

Puneet Sethia: With the competition, how is the competitive Titan compare to yours? 

Sanjeev Bhatia: I cannot comment. 

Puneet Sethia: Who are the larger competitors to you? 

Balram Garg: I cannot name anyone because everyone in the Industry has their own competitive strengths 

Puneet Sethia: Mr. Balram this is what I would like to highlight, the kind of numbers been shown in the cash flow 

statements, I foresee a large risk in your organization out there, so if you are not able to compare the 

competitors, you are not able to modify, maybe in years of time like when you have a down term 
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coming up and eventually as you say organize will, even the unorganized companies will start putting 

up organized stores so that is a time where your model will fall apart.  

Balram Garg: Thank you very much. 

Moderator: We will take the next question from the line of Rajesh A from Fortune Financial. Please go ahead.  

Rajesh A: My question is first on the working capital. What exactly be the kind of changes have happened in the 

working capital days ? Let us say they were pretty high earlier in March 2016 or when you know it 

used to be around 140 plus basis which has now come down to 114 which was in March 2017 year, 

this are number of days of sales and what exactly is happening and going forward how do we see it, 

especially with respect to our export versus domestic business I wanted to understand? 

Balram Garg: Working capital days we cannot comment because these are the balance sheet item and we do not 

have the exact number right now so we cannot say, definitely going forward working days I can be 

sure that working capital numbers will decrease because we are opening franchisee store more it will 

help us to reduce the working capital days also. 

Rajesh A: And with respect to exports versus domestic business, is it that exports has much larger receivables or 

something that is what I wanted to understand? 

Balram Garg: Yes, definitely the receivables is higher in the export only .The domestic is only  seven-eight days 

receivable because of some credit cards or some cheque payments, so mainly receivables in the export 

only. 

Rajesh A: And Sir one more thing is we see much higher interest cost I mean versus a level of debt so obviously 

it must be the gold leasing that we have so if you can tell how does it work and I wanted to 

understand a bit on that? 

Balram Garg: We take gold on around 180 days and we pay the interest on the gold. At the time of sale to the 

customer, we fix the price of the gold, that time we make the payment. 

Rajesh A: Okay and the interest rate will be how much on the gold? 

Balram Garg: Around 3%. 

Rajesh A: 3% per annum? 

Balram Garg: Yes. 

Rajesh A: Okay sure. Thanks a lot Sir. 
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Moderator: We will take the next question from the line of Darshan Parekh from Anand Rathi. Please go ahead. 

Darshan Parekh: I just wanted gross margin in diamond jewellery? 

Sanjeev Bhatia: Gross margin in the diamond jewellery is more than 30%. 

Darshan Parekh: Okay Sir, thank you, that is it from my side. 

Moderator: Next question is from the line of Kirti Dalvi from Enam Asset Management. Please go ahead. 

Kirti Dalvi: Sir two followup questions, out of 84 numbers of stores as of December 31, how many new 

franchisee stores we have opened till date in FY2018? 

Balram Garg: out of these 84 stores 10 stores were franchisee. 

Kirti Dalvi: And last question is on the balance sheet, if we can just get the net debt number if you have it? 

Balram Garg: No we do not have the balance sheet items. 

Kirti Dalvi: Okay not a problem, thank you very much. 

Moderator: Thank you. Next question is from the line of Parva Soni from Equirus Securities. Please go ahead. 

Parva Soni: Sir, are the employee expenses comprising of the employees in the manufacturing as well as the retail 

business or do we just include the retail employees in the employee expenses? 

Sanjeev Bhatia: Everything include, whatever salary we paid .the salary whether itis manufacturing, retail or the 

backend, these are salary expense only. 

Parva Soni: So Sir we were just seeing the numbers we thought just we will put this up and we are really putting a 

very nice? 

Sanjeev Bhatia: Because in factory, there are some permanent employees and there are some contract workers also so 

that we put as a manufacturing expense. 

Parva Soni: Okay so manufacturing expenses would be included in other expenses that you saw? 

Sanjeev Bhatia: Yes, other expense. 

Parva Soni: Is there any expenses that you put up in the gross margins for the manufacturing? 

Sanjeev Bhatia: No. 

Parva Soni: Okay sure, thank you. 

Moderator: Thank you. Next question is from the line of Sagar Karkhanis from Nirmal Bang. Please go ahead. 
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Sagar Karkhanis: Thank you for this opportunity, I joined late so apologize if this is a repeat question on the advertising 

expense going forward I just wanted to understand your thoughts on whether it helps in increasing 

advertising and improving the brands in our business or is it more of the collection and the design that 

matters more? 

Balram Garg: Both the thing matters, because right now we are opening so many stores so we need branding also, 

so we need more footfall also and when we say more footfall definitely if we have a good designs 

only then the customer will repeat, so to call customer once you need good advertisement and 

marketing, but convert the customer you need both. 

Sagar Karkhanis: Okay just to take this point forward do we see a lot of impulsive buying also happening in diamond 

jewellery or is it that only after a customer works in then we are able to target them or so? 

Balram Garg: Both, sometimes we try to convert the gold customer to a diamond customer and because when we 

launch new collection on diamond jewellery because of that also customer comes to our store. 

Sagar Karkhanis: Okay that is helpful. Thanks a lot and best wishes.  

Moderator: Thank you. We take the next question from the line of Devang Patel from Crest Investments. Please 

go ahead. 

Devang Patel: Sir 84 new stores in nine month but you also said in Q3 no new stores were opened, can you please 

explain why in Q3 no stores were opened? 

Balram Garg: Because so many franchisee stores are coming and it takes more time if we compare with the own 

stores, hence  more franchisee stores are coming. Also,  December 15 and January 15 is a malmas 

because not a auspicious day so from next week onwards we are going to start opening stores and we 

are hopeful to cross 100 stores before March. 

Devang Patel: So you will be roughly 25 to 30 stores every quarter? 

Balram Garg: Not every quarter every year we can say. 

Devang Patel: Okay thank you. 

Moderator: Thank you. We will take the next question from the line of Sumit Dutta, an individual investor. Please 

go ahead. 

Sumit Dutta: My question is that I heard you are opening stores in Airport so what is the plan on that? 
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Balram Garg: So right now there is no plan to open store at the airport but because of these we are developing the 

augmented reality the virtual digital displayFrom these technologies we definitely we want to open 

augmented reality store or virtual store at airport, not the physical store. 

Sumit Dutta: Okay and the next one is for your new store locations for all the 16 stores coming up primarily in the 

north or there will be kind of all across India?  

Balram Garg: It is spread everywhere in the east also, west also, north and some two three stores in south also like 

Hyderabad , so everywhere. 

Sumit Dutta: Okay and the last question is in terms of your market share, do you think as you are growing like 40% 

you are also taking share from organized or is it primarily a shift from unorganized to organized? 

Balram Garg: Right now primarily we think that the shifting is from unorganized sector only. 

Sumit Dutta: Okay thank you very much. 

Moderator: Thank you. We will take the next question from the line of Satya Giri, an individual investor. Please 

go ahead. 

Satya Giri: Good afternoon, I have a question that PC Jeweller is a Pan India company, so the choice of taste 

primarily may vary with other region, so I would like to know how your designing process takes care 

of local taste or are you considering the local taste or you centralized designing process? 

Balram Garg: Yes, this is very good question, we have designers in-house, the regional designers also, so they 

design jewellery according to the region, so definitely in every store 50%-60% designs are the local 

taste only, local taste means the regional variety only so when we open a store definitely we keep the 

variety according to the region only. 

Satya Giri: Okay, thank you so much. 

Moderator: Thank you. Ladies and gentlemen as there are no further questions from the participants I would now 

like to hand the conference over to Mr. Sanjeev Bhatia for closing comments. 

Sanjeev Bhatia: I would like to thank all the participants for joining us and asking us and trying to clear all the queries 

we are very thankful to all of you. Thank you very much. 

Moderator: Thank you very much Sir. Ladies and gentlemen on behalf of PC Jewellers Limited that concludes 

this conference thank you for joining us. You may now disconnect your lines. 


