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August 22, 2017 
Brickwork Ratings reaffirms rating* for the Bank Loan Facilities amounting to Rs. 
119.50 Crs of Varahi Diamonds and Finance Limited. 
 
Particulars: 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings 

 

 
Rationale/Rating Sensitivities:  

 
BWR has principally relied upon the audited financial results of the company up to FY16, Provisional  

Financial for FY17, projections up to FY19, publicly available information and 

information/clarifications provided by the company. 

 

The ratings reaffirmation takes into account the directors extensive experience in the gems and 

jewellery industry and strong and established brand image particularly in NCR Region, visibility in 

high end jewellery products and availability of gold (metal) loan facility. The rating, however, 

continues to be constrained by the fragmented nature of the industry, high level of competition, low 

profitability, moderate financial risk profile and inherent risks associated with gold jewellery business. 

 

BWR takes note of the challenging operating environment for the gems and jewellery industry characterised by 

price disparities, which could exert more pressure on the revenue and profitability metrics in the near term. 

Amidst this, the company’s ability to improve the scale of operations from the current levels by diversifying its 

customer profile; maintain profitability and its comfortable capital structure will be the key monitorables.   

 

 

Key Rating Drivers: 

Credit Strength 

 Long experience of the promoters with strong presence in the NCR market. 

 The availing of gold loans as an alternative of CC as working capital has resulted in reduction in 

interest cost.  

http://www.brickworkratings.com/
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 Favourable long-term demand outlook for gold and diamond jewellery. 

 

Credit weaknesses  

 Business operations vulnerable to competition from players in the unorganised as well as 

organised sectors, price movements of gold and polished diamonds. 

 Current challenging operating environment in the gems and jewellery industry, which along 

with other costs put pressure on profitability. 

 Moderate financial profile as reflected by moderate coverage indicators.  

 There are inherent risks associated with jewellery industry like obsoleting of designs, 

regulatory risks etc. 

 

Description of key rating drivers highlighted above:  

 

Varahi Diamonds and Finance Limited  is involved in the manufacturing and retailing of gold, 

silver, diamond & platinum ornaments and fashion Jewellery with pearl. The brand has an established 

presence in the jewellery market with the company's existence since pre-independence period. After 

partition, the family shifted their business to Chandani Chowk in Delhi. The company opened its first 

showroom in Karol Bagh in 1971. Currently the company has four showrooms in Delhi by the name of 

Mehrasons Jewellers with corporate office at Tilak Nagar. The company has also ventured into online 

retailing of jewellery in 2009. Mr. Ajay Mehra is the Managing Director, Mr. Bharat Mehra is the Joint 

Managing Director and Mr. Karthik Gulani is the Director of the company. The company has an 

experienced Management team in place for running the operations of the company.  

 

The company is procuring its raw material i.e. gold from Banks and other vendors. silver and platinum 

from bullion traders. Loose diamonds are procured from Kolkata, Delhi, etc. after getting the quality & 

specification certified by agencies like IGI, GIA, etc. All manufacturing is based on job work basis only 

wherein the Company approves the designs provided by the Karigars or the in-house designer provides 

its own designs to the Karigars. The Company has an in-house ERP system for managing the 

inventory, procurement, sales, etc. The Business Model is based on a pure Cash & Carry format 

wherein all payments are made prior to delivery. 

 

There is an inherent risk arising out of volatility in gold price. However, the company has availed gold 

metal loans with tolerance facility, which not only aid in hedging the price volatility risk, but also 

reduce the interest cost.  

 

The Company faces stiff competition from large regional and pan-India jewellery retailers, which 

limits the pricing flexibility and margins to an extent. The inventory levels have remained high owing 

to the merchandising requirements across several showrooms. The Company's Interest Service 

Coverage Ratio and Debt Service Coverage Ratio Stood at 1.21 times and 1.16 times respectively for 

FY17, which remains at moderate level  on account of low profit margins.  
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Rating Outlook: Stable 

BWR believes that Varahi Diamonds and Finance Limited’s business risk profile will be 

maintained over the medium term. The ‘Stable’ outlook indicates a low likelihood of rating change 

over the medium term. The rating outlook may be revised to 'Positive' in case the company is able to 

improve its scale of operations and profit margins. The rating outlook may be revised to 'Negative' if 

the profit margins deteriorate any further. 

 

Company’s Financial Performance: 

Operating income of the company slightly declined in FY17 as compared to FY16 on account of 

Demonetization.  

 

Rating History for the last three years: 

 

Status of non-cooperation with previous CRA: NA 

Hyperlink/Reference to Applicable Criteria:  

 

 General Criteria 

 Approach to Financial Ratios 

 Manufacturing Companies 

 

 

http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf
https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf
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Satvinder Gakhar 
DGM - Ratings 

 
analyst@brickworkratings.com 

media@brickworkratings.com 

Relationship Contact 

bd@brickworkratings.com 

Phone: 1-860-425-2742     

 
For print and digital media 
The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital or electronic media.  
While it may be used by you acknowledging credit to BWR, please do not change the wordings in the rationale to avoid 
conveying a meaning different from what was intended by BWR. BWR alone has the sole right of sharing (both direct and 
indirect) its rationales for consideration or otherwise through any print or electronic or digital media. 
 
Note on complexity levels of the rated instrument: 
BWR complexity levels are meant for educating investors. The BWR complexity levels are available 
at www.brickworkratings.com/download/ComplexityLevels.pdf    Investors queries can be sent to 
info@brickworkratings.com. 
 
About Brickwork Ratings 
Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, has also been accredited by RBI 
and empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading 
services. NABARD has empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA 
& the Ministry of New and Renewable Energy (MNRE), Government of India. Brickwork Ratings has 
Canara Bank, a Nationalized Bank, as its promoter and strategic partner. 

BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, 
Chandigarh, Chennai, Guwahati, Hyderabad, Kolkata, Mumbai and New Delhi along with 
representatives in 150+ locations. BWR has rated debt instruments/bonds/bank loans, securitized 
paper of over ₹ 9,30,000 Cr. In addition, BWR has rated about 5000 MSMEs.  Also, Fixed Deposits 
and Commercial Papers etc. worth over ₹19,700 Cr have been rated. Brickwork has a major presence 
in rating of nearly 100 cities.  

 

DISCLAIMER  

Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other reliable sources, which are 

deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not examine the precision or 

completeness of the information obtained. And hence, the information in this report is presented “as is” without any express or implied 

warranty of any kind. BWR does not make any representation in respect to the truth or accuracy of any such information. The rating 

assigned by BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not 

be liable for any losses incurred by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the 

ratings at any time for any reasons.  
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