
 

RATING RATIONALE 
25 September 2020 

 
Chemm Finance Limited 

 
Brickwork Ratings reaffirms ‘BWR BB-’/Stable on non convertible debentures and bank           
loan facilities of Chemm Finance Limited. 
 
Particulars 
 

Facilities/  
Instrument 

Amount (Rs Crs) 
Tenure 

Rating* 

Previous  Present Previous  
(July 2019) 

Present 

Non Convertible 
Debentures 10 23.5 Long Term BWR BB-/Stable BWR BB-/Stable  

(Reaffirmed) 

Fund based Bank 
Loans 5 5 Long Term BWR BB-/Stable BWR BB-/Stable  

(Reaffirmed) 

Total  15 28.5 INR Twenty Eight Crores Fifty Lakhs Only 

*Please refer to BWR website www.brickworkratings.com/ for the definition of the ratings  
Complete details of bank-wise facilities and instrument-wise details are provided in Annexure-I 
 
RATING ACTION / OUTLOOK 
Brickwork Ratings (BWR) reaffirms the rating of non-convertible debentures and bank loan            
facilities of Chemm Finance Ltd (the company), as per the table above. BWR has relied on the                 
company’s audited financials up to FY20, publicly available information and other           
information/clarifications provided by the company.  
 
The rating reaffirmation factors in the promoters’ experience, adequate liquidity and comfortable            
asset quality. The rating is, however, constrained by a moderate scale of operations, average              
earnings profile and capitalisation, and inherent risks associated with the gold loan business. 
 
BWR maintains the rating outlook as Stable for Chemm Finance Limited as the company is               
expected to gradually grow  its asset book and continue to earn profits in the near term. 
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KEY RATING DRIVERS  

Credit Strengths: 

Continued support from promoters and experience of the management team: Chemm            
Finance Ltd, promoted by Mr George Chemmanur, is the founder of the Chemm group of               
companies and holds 24% stake in the company as of 31 March 2020. An experienced banker as                 
the director of a bank, he also runs the jewellery business under the Chemmanur Jewellers brand                
name. Dr. J. Alexander (Retired IAS), former chief secretary, Government of Karnataka, and             
former cabinet minister, Karnataka state, was appointed as the company’s chairman in August             
2020. He is supported by Chief Executive Officer Mr. Shyaman P, an ex-banker with extensive               
experience in the business, who steers the company’s operations with the support of a young               
management team. BWR believes the key promoters’ support to the company will continue over              
the medium term.  

Comfortable asset quality due to underlying nature: The company’s asset under management            
(AUM) of Rs.30 Crs consisted of a gold loan portfolio of Rs.28 Crs as of 31 March 2020. The                   
short-term duration of the gold loans and provision to auction the pledged loans assist in               
maintaining the asset quality at comfortable levels. The gross non performing assets are nil as the                
company makes good of any likely slippage to npa by auctioning the pledged loans, which is as                 
per the terms of the sanction. Gold is among the most liquid assets and has appreciated well                 
during the current pandemic period. For the current FY21 up to 31 July 2020, the company                
increased its gold loan portfolio to Rs.31 Crs, and auctioning the pledged loans in the case of a                  
requirement provides for more than the required cover.  
 
Credit Risks:  
 
Moderate scale of operations and average earnings profile: The company’s major portfolio of             
AUM consists of gold loans, and the company operates in a limited scope within the state of                 
Karnataka and nearby regions. The AUM grew to Rs.30 Crs as of 31 March 2020, from Rs.28                 
Crs as of 31 March 2019.  
 
The company’s total revenues increased to Rs.6.52 Crs in FY20, from Rs.6.04 Crs in FY19, and                
earned marginal net profits of Rs.0.01 Crs for FY20 (FY19: Rs.0.02 Crs); this is mainly due to                 
an increase in employee expenses by Rs.0.13 Crs. Incremental costs and their implication on the               
company’s overall profitability will be a key monitorable. 
 
High gearing and lower capitalisation: The company’s networth was Rs.5.1 Crs, with a high              
gearing of 4.2x as of 31 March 2020. It had a total capital adequacy ratio of 15.16% as of 31                    
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March 2020, just above the regulatory requirement of 15%. As of 31 July 2020, the company’s                
net worth had increased to Rs.5.42 Crs; however, the borrowings too increased, and the gearing               
is above 4.5x. The promoters plan to infuse adequate capital in the near term and maintain a                 
sufficient cushion above the regulatory capital adequacy requirement; this shall remain           
monitorable in the near to medium term. The resource profile comprises borrowings mainly             
from non-convertible debentures and banks in the form of working capital. As against sanctioned              
limits of over Rs.5 Crs, utilisation levels are lower at 60% of the limits due to higher interest                  
costs. The cost of borrowings on NCDs is ~10-12%. 
 
Inherent risks in the NBFC sector: Currently, the NBFC sector in India is going through               
liquidity challenges as lenders/investors are not keen on taking additional exposure, resulting in             
increased borrowing costs and potential ALM mismatches in the short term. Given the situation,              
maintaining adequate liquidity and sustaining growth could be a challenge. Being a gold loan              
finance company, Chemm Finance Limited is exposed to inherent risks such as a fluctuation in               
gold prices, operational risks and severe competition. Since the company operates under a highly              
regulated environment, it is also exposed to policy changes. 

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA 

For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating                
Criteria below (hyperlinks provided at the end of this rationale). 
 

RATING SENSITIVITIES 

Positive: Substantial growth in business, and maintaining asset quality and profitability, along            
with sufficient capitalisation, shall be positives for the company. 

Negative: A sharp deterioration in asset quality and profitability would be a rating sensitivity. In               
the near term, further weakening of the capital adequacy ratios shall be a key rating negative. 
 
LIQUIDITY INDICATORS: ADEQUATE 
As of 31 March 2020, the company had NIL ALM mismatches. Gold loans are for a tenor of                  
upto 12 months, and the company has an average collection of Rs.70 lakhs to Rs.90 lakhs on a                  
weekly basis, while also creating pledges on additional disbursements done of around the same              
level. For the repayments due for FY21 of Rs.2.23 Crs, apart from the above collections, the                
company has unutilised limits to the tune of 40%, i.e, Rs.2 Crs, and liquid investments of Rs.0.42                 
Crs. The company has been periodically raising NCDs for upto 2-3 Crs to meet its business                
growth requirements  
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Coronavirus disease (COVID-19), declared a pandemic by the World Health Organisation           
(WHO), has become a full-blown crisis globally, including in India. As a containment measure,              
the Indian Government had announced a 21-day nationwide lockdown on 24 March 2020, which              
was subsequently extended until 31 May 2020. As per BWR, financial institutions, mainly those              
lending to the retail low-income borrower segments could be the most impacted. The 6-month              
moratorium announced by the Reserve Bank of India on interest and principal on bank debt has                
provided some cushion to the lending community to realign its collection machinery and             
operations during this period. However, lenders' ability to ensure credit discipline among            
borrowers to collect accumulated interest and principal dues on a timely basis will be a key                
monitorable. BWR is actively engaging with its clients on a continuous basis and taking updates               
on the impact on its operations and liquidity situation. BWR will take appropriate rating actions               
as and when it deems necessary and will publish the same 
 
KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED 
nil 
 
COMPANY’s PROFILE 
 
Chemm Finance Limited was incorporated in 1993 and got registered with the RBI as a deposit 
taking NBFC on 27 February 1998. It is mainly engaged in providing loans against gold assets 
collateral, also in the form of household jewellery. The corporate office is in Bangalore and 
belongs to Chemm Group. As of 31 March 2020, the major shareholders in the Company were  
Anoop Chemmanur, with a 39.35% holding, Megha Anoop with 32.04% and George            
Chemmanur with around 24.08%. 
 
 
KEY FINANCIAL INDICATORS   
 
Chemm Finance Units FY18 FY19 FY20 

Result  Audited Audited Audited 
Loan Portfolio O/s Rs Cr 22.95 28.13 30.58 
Total revenues Rs Cr 5.30 6.04 6.52 
Net Interest Income Rs Cr 1.05 1.15 1.26 
Profit after tax Rs Cr -0.13 0.02 0.01 
Networth Rs Cr 5.10 5.10 5.11 
Gross NPA % 0 0 0 
CRAR % 19.97 15.98 15.16 
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NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY IF ANY -nil 
 

RATING HISTORY FOR THE PREVIOUS THREE YEARS [including withdrawal and 
suspended] 

Sl.
N0 

Instrument/ 
Facility 

Current Rating Rating History 

   Type Amount 
(Rs in 
Crs) 

Rating July 2019 Mar 2018 Dec 
2016 

Dec 
2015 

Apr 
2013 

1   
Non 

Convertible 
Debentures 

Long 
Term 

23.5 BWR BB-/ 
Stable 

Reaffirmed 

BWR BB-/ 
Stable 

(Reaffirmed) 
Removed 

from Issuer 
Non 

Cooperation 
category 

BWR BB- 
(Stable) 

(Issuer non 
cooperation) 

Not 
Revi
ewe

d 

BWR 
BB 

(Stable) 

BWR BB 
(Stable) 

  
2 

Fixed 
Deposit -   

- 
- Withdrawal 

of BWR 
FBB- 

(Stable) 

BWR FBB- 
(Stable) 

(Issuer non 
cooperation) 

BWR 
FBB 

(Stable) 

BWR 
FBB 

(Stable) 

  
3 

Bank Loans Long 
Term 

  
5 

BWR BB-/ 
Stable 

(Reaffirmed) 

BWR BB-/ 
Stable 

(Reaffirmed) 
Removed 

from Issuer 
Non 

Cooperation 
category 

BWR BB- 
(Stable) 

(Issuer non 
cooperation) 

BWR 
BB 

(Stable) 

BWR BB 
(Stable) 

Total 28.5 INR Twenty Eight Crores Fifty Lakhs only 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
 Note: Till July 2019, the NCD amount rated was Rs.10 Crs which is enhanced to Rs.23.5 Crs . Of which, the company has NCDs amounting to 
Rs.12.15 Crs in non demat form 
 
COMPLEXITY LEVELS OF THE INSTRUMENTS 
For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf 
 
Hyperlink/Reference to applicable Criteria  

● General Criteria ● Banks and Financial Institutions  

● Approach to Financial Ratios 
 

 
 
 

  
---------------------------------------------------------------------------------------------------------------------------------  
       www.brickworkratings.com                                                                                                                   Page 5 of 7  

http://www.brickworkratings.com/
http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-BanksFinancialInstitutions.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf


 

Analytical Contacts Investor  and Media Relations 

Vydianathan R. 
Director & Head - Financial Sector Ratings 
Board:022-6745 6660  
vydianathan.r@brickworkratings.com 
 
Hemant Sagare 
Primary Analyst 
Board: 080- 4040 9999       Ext:333   
hemant.s@brickworkratings.com 
 

Liena Thakur 
Assistant Vice President - Corporate Communications 
+91 84339 94686 
liena.t@brickworkratings.com 

 
 
 
 
 
 
 

Chemm Finance Limited- Annexure 1 Details of debt Facilities 
 

Name of the Bank Facilities Long Term Short Term 

Catholic Syrian Bank Overdraft against Book 
Debt (ODBD) 

Rs.5 Crs - 

 
 
Instruments  Issue Date Amount 

Rs Crs 
Coupon 

Rate 
Maturity 

Date 
ISIN Particulars 

Non Convertible Debentures 29-Mar-19 1.04 10.00% 29-Mar-21 INE036007024 
Non Convertible Debentures 29-Mar-19 0.06 10.50% 29-Mar-22 INE036007016 
Non Convertible Debentures 20-May-19 2.35 12.00% 20-May-22 INE036007057 
Non Convertible Debentures 01-Aug-19 2.28 12.00% 01-Aug-22 INE036007065 
Non Convertible Debentures 02-Aug-19 1.4 12.00% 02-Aug-22 INE036008014 
Non Convertible Debentures 18-Nov-19 2.6 11.00% 18-Nov-22 INE036007073 
Non Convertible Debentures 24-Feb-20 0.83 10.50% 24-Feb-23 INE036007081 
Non Convertible Debentures 29-May-20 1.08 10.50% 29-May-23 INE036007099 
sub total  11.64       
Under Non Demat   12.15       
TOTAL NCDs  23.79       
The amount considered for rating is NCDs of Rs.23.5 Crs and BLR of Rs.5 Crs 
 
 
 
 
 

  
---------------------------------------------------------------------------------------------------------------------------------  
       www.brickworkratings.com                                                                                                                   Page 6 of 7  

mailto:vydianathan.r@brickworkratings.com
mailto:hemant.s@brickworkratings.com


 
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. 

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]               
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,                  
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,               
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other            
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.             
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also                
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal             
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partners.                  
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,                 
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations. 

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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