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Ignore the noise. Business momentum is sustaining

Highlights from our interaction with management of Kalyan Jewellers (Kalyan) include: 1) Despite an increase in the gold price
(up 15% QoQ) and higher competitive intensity, growth momentum remains strong in Q4 driven by a robust wedding season
and consumer engagement. 2) Capital efficient / asset-light store addition pipeline remains strong for next two years with a
target to add ~90 stores p.a. 3) Expect step-up in network expansion of Candere to cater to increasing demand for fast
fashion jewellery among youth and jewellery gifting. The potential for Candere is huge with its small format store; it can be a
major growth lever for Kalyan over long term. 4) As per management, the recentincrease in GML interest rate is unsustainable
and should normalise. 5) It aims to reduce debt by INR 4bn in FY26. Maintain ADD with a DCF-based revised TP of INR 520.

Growth momentum remains strong in Q4 despite surge in gold price
Current gold price is up 15% vs Q3 and this is the sixth consecutive quarter of gold
price continuing to rise. Gold price is up 55% over the last two years. Such a steep
increase in gold price is unprecedented; however, demand for gold jewellery
remains strong driven by strong wedding-led demand. The company is confident
of delivering strong SSSG in Q4. In 9MFY25, Kalyan outperformed industry by
delivering 35% YoY revenue growth vs 20% for Titan. The growth momentum is
also expected to remain strong in the Middle East, in our view. Going ahead,
despite volatility in gold prices, we are confident of Kalyan delivering strong long-
term performance on the back of aggressive store expansion, superior brand
equity and execution (efficient supply chain).

Aggressive store addition momentum to sustain

Alarge part of Kalyan's growth is led by aggressive store addition with capital efficient
/ asset light — franchisee model. Based on our interactions with industry players,
despite the change in franchisee agreement (working capital + capex investment by
franchisee), demand for franchisee remains strong for next two years due to Kalyan's
pan-India brand equity. Also, Kalyan is not a leading player (by number of stores) in
any state, which provides headroom to expand store network over medium-to-long
term. Kalyan added 24 new showrooms (+30% YoY) in Q3FY25 and 49 stores in
9MFY25 (net) in India. It plans to open 30 new showrooms of Kalyan in India and 15
new showrooms of Candere in Q4FY25. Overall, it plans to open ~80 new showrooms
of Kalyan (implying retail expansion of ~40% in Kalyan in FY25, similar to FY24).
Further, management plans to open 90 new stores of Kalyan (implied growth of 32%)
(FOCO: 75 stores in non-South India and 15 stores across South India and
international markets) and 80 Candere stores in India.

Financial Summary

Y/E March (INR mn) FY24A FY25E FY26E FY27E
Net Revenue 1,85,483 2,49,210 3,17,955 3,92,899
EBITDA 13,127 15,778 21,479 25,912
EBITDA Margin (%) 7.1 6.3 6.8 6.6
Net Profit 5,973 8,031 12,480 16,195
EPS (INR) 5.8 7.8 12.1 15.7
EPS % Chg YoY 28.2 345 55.5 29.8
P/E (x) 783 58.3 37.5 28.9
EV/EBITDA (x) 37.4 30.8 21.6 16.9
RoCE (%) 10.7 12.4 15.8 16.2
RoE (%) 15.3 17.5 222 23.0
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Market Data

Market Cap (INR) 468bn
Market Cap (USD) 5,416mn
Bloomberg Code KALYANK]J IN
Reuters Code KALN BO
52-week Range (INR) 795 /336
Free Float (%) 37.0
ADTV-3M (mn) (USD) 110.6
Price Performance (%) 3m 6m 12m
Absolute (38.9) (36.0) 23.7
Relative to Sensex (34.2) (26.7) 18.9
ESG Score 2023 2024 Change
ESG score 64.4 NA NA
Environment 35.6 NA NA
Social 68.6 NA NA
Governance 77.0 NA NA

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, I-sec research

Previous Reports

14-11-2024: Q2FY25 results review
02-08-2024: Q1FY25 results review

Please refer to important disclosures at the end of this report
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Expansion of Candere to add to growth levers

To cater increasing demand for daily wear - fast fashion jewellery among youth,
Kalyan plans to step up store additions for Candere brand. Candere has opportunity
for expansion with small format store and could become customer acquisition platform
for Kalyan brand. Over the long term, Kalyan sees growth potential in four sub-
segments of jewellery — wedding wear/ traditional (Kalyan brand), fast fashion/ small
jewellery gifting (Candere brand), traditional staples and luxury jewellery.

Impact of increase in interest rates for GML

Interest rate on GML (gold metal loan) has increased driven by tightening global gold
supply, increased demand in the US, and geopolitical uncertainties, which have led to
a shiftin gold flows and increased costs for jewellers. That said, this increase in interest
rates is expected to be short term (a few months), as per management. Interest rate
on GML has increased from 3.25% to 5% for Kalyan Jewellers effective Mar'25 (no
impact before Mar'25) which will translate into increased interest cost of ~INR 15-
20mn per month.

On track to strengthen its balance sheet

Kalyan is on track to reduce its debt by ~INR 4bn in FY26. It has debt of ~INR 32bn
(including GML). Further, it is on track to lien release for its non-core assets over the
next couple of years which management plans to sell to further strengthen its balance
sheet. Strengthening of balance sheet will likely provide flexibility to the company and
drive expansion across COCO and FOCO models.

Valuation and risks

Our earnings estimates remain unchanged, modelling revenue / EBITDA / PAT CAGR
of 28% / 25% / 39% over FY24-27E. We maintain ADD with DCF-based revised target
price of INR 520. At our TP, the stock will trade at a multiple of 33x FY27E EPS. Key
risks: Delay in showroom expansion and potentially higher competitive intensity in core
South Indian markets.
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Revenue and growth rates
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Shareholding pattern

% Jun‘24 Sep‘24 Dec‘24
Promoters 60.6 62.9 62.9
Institutional investors 329 29.5 29.9
MFs and others 9.9 11.7 11.8
Fls/Banks 0.6 0.9 1.8
Flls 22.4 16.9 16.4
Others 6.5 7.6 7.2
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Financial Summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement
(INR mn, year ending March)

FY24A FY25E FY26E FY27E
Net Sales 1,85,483 2,49,210 3,17,955 3,92,899
Operating Expenses 172,356 2,33,432 296,477 3,66,988
EBITDA 13,127 15,778 21,479 25,912
EBITDA Margin (%) 7.1 6.3 6.8 6.6
Depreciation & Amortization 2,743 3,224 3,416 3,566
EBIT 10,384 12,554 18,062 22,345
Interest expenditure 3,232 3,376 3,330 3,590
Other Non-operating
Income ) ) ) )
Recurring PBT 7,888 10,419 16,238 21,081
Profit / (Loss) from
Associates . . . )
Less: Taxes 1,925 2,399 3,770 4,898
PAT 5,963 8,020 12,468 16,182
Less: Minority Interest (11) (11) (12) (12)
Extraordinaries (Net) - - - -
Net Income (Reported) 5,963 8,020 12,468 16,182
Net Income (Adjusted) 5,973 8,031 12,480 16,195

Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)

FY24A FY25E FY26E
Total Current Assets 98,151 1,17,591 1,46,658 1,84,994
of which cash & cash eqv. 9,751 12,375 35,170 67,186
Tota! (_Zurrent Liabilities & 40,980 55,405 71114 88.400
Provisions
Net Current Assets 57,171 62,186 75,544 96,594
Investments 611 611 611 611
Net Fixed Assets 10,904 10,232 8,348 6,464
ROU Assets 11,390 12,129 12,867 13,606
Capital Work-in-Progress 485 485 485 485
Total Intangible Assets 89 38 38 38
Long Term Loans & 3,812 5,482 7,263 9,245
Advances
Deferred Tax assets - - - -
Total Assets 86,535 92,154 1,06,425 1,28,616
Liabilities
Borrowings 33,173 30,625 32,269 38,106
Deferred Tax Liability (662) (662) (662) (662)
Provisions 456 602 761 933
Other Liabilities - - - -
Equity Share Capital 10,301 10,301 10,301 10,301
Reserves & Surplus 31,590 39,610 52,078 68,261
Total Net Worth 41,891 49,911 62,379 78,561

Minority Interest (13) (13) (13) (13)

Total Liabilities 86,535 92,154 1,06,425 1,28,616
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Mar-24 Jun-24  Sep-24  Dec-24
Net Sales 45,349 55,355 60,655 72,869
% growth (YOY) 34.1 26.5 37.4 395
EBITDA 3,062 3,760 3,272 4,388
Margin % 6.8 6.8 5.4 6.0
Other Income 288 222 260 313
Extraordinaries - - - -
Adjusted Net Profit 1,376 1,778 1,306 2,188

FY24A FY25E FY26E FY27E
Operating Cashflow 13,228 9,859 24,507 29,127
Working Capital Changes 2,040 (2,832) 7,537 8,852
Capital Commitments (2,182) (1,312) (26) 643
Free Cashflow 11,045 8,548 24,481 29,769
Other investing cashflow 803 - - -
Cashflow from Investing
Activities (1,379) (1,312) (26) 643
Issue of Share Capital - - - -
Interest Cost (2,389) (3,376) (3,330) (3,590)
Inc (Dec) in Borrowings - - - -
Dividend paid (515) - - -
Others (5,909) (2,548) 1,644 5,836
Cash flow from Financing
Activities (11,480) (5,924) (1,686) 2,247
Chg. in Cash & Bank 368 2,624 22,795 32,016
balance
Closing cash & balance 10,119 14,999 57,965 99,202

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY24A FY25E FY26E FY27E
Per Share Data (INR)
Reported EPS 5.8 7.8 12.1 15.7
Adjusted EPS (Diluted) 5.8 7.8 12.1 15.7
Cash EPS 8.5 10.9 15.4 19.2
Dividend per share (DPS) 1.2 1.8 2.5 3.5
Book Value per share (BV) 40.7 485 60.6 76.3
Dividend Payout (%) 4.8 4.3 4.8 4.5
Growth (%)
Net Sales 318 344 27.6 23.6
EBITDA 178 20.2 36.1 20.6
EPS (INR) 28.2 345 55.5 29.8
Valuation Ratios (x)
P/E 783 58.3 375 28.9
P/CEPS 53.6 415 294 23.6
P/BV 11.2 9.4 7.5 5.9
EV /EBITDA 37.4 30.8 21.6 16.9
P /Sales 25 1.9 15 1.2
Dividend Yield (%) 0.3 0.4 0.6 0.8
Operating Ratios
Gross Profit Margins (%) 14.6 13.0 12.8 12.2
EBITDA Margins (%) 7.1 6.3 6.8 6.6
Effective Tax Rate (%) 24.4 23.0 23.2 23.2
Net Profit Margins (%) 3.2 3.2 3.9 4.1
Net Debt / Equity (x) 2.3 2.6 2.9 3.1
Net Debt / EBITDA (x) 5.7 5.1 4.4 4.5
Fixed Asset Turnover (x) 10.9 125 14.5 16.7
Working Capital Days 183 162 129 107
Inventory Turnover Days 186 165 132 110
Receivables Days 7 7 7 6
Payables Days 44 44 43 43
Profitability Ratios
RoCE (%) 10.7 12.4 15.8 16.2
ROE (%) 15.3 17.5 222 23.0
RolIC (%) 10.7 12.4 15.8 16.2

Source Company data, I-Sec research

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICIC| Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New [-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

1/We, Manoj Menon, MBA, CMA; Dhiraj Mistry, CMA; Karan Bhuwania, MBA; Akshay Krishnan, MBA; authors and the names subscribed to this report, hereby certify that all of
the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated
persons of the ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the
report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
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The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.
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