
First Quarter Fiscal 2018 Results

&

Strategic Outsourcing of Credit Portfolio

Thursday, May 25, 2017



Forward Looking Statements & Other Disclosure Matters

Forward-Looking Statements – This presentation contains statements which are forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These

statements, based upon management's beliefs and expectations as well as on assumptions made by and data currently available to management, include statements regarding, among other

things, Signet's results of operation, financial condition, liquidity, prospects, growth, strategies and the industry in which Signet operates. The use of the words "expects," "intends," "anticipates,"

"estimates," "predicts," "believes," "should," "potential," "may," "forecast," "objective," "plan," or "target," and other similar expressions are intended to identify forward-looking statements. These

forward-looking statements are not guarantees of future performance and are subject to a number of risks and uncertainties, including but not limited to Signet’s expectations, including timing,

regarding the anticipated closings of the various credit portfolio transactions, the entry into the servicing agreement as contemplated by the preliminary agreement, the success of discussions

with capital providers to achieve full outsourcing, statements about the benefits of the credit portfolio sales including future financial and operating results, Signet’s or the other parties’ ability to

satisfy the requirements for consummation of the agreements relating to the credit portfolio transactions, including due to regulatory or legal impediments, the outcome of Signet’s conversion of

its accounting methodology, the effect of regulatory conditions on the credit purchase agreements and credit program agreements, general economic conditions, regulatory changes following the

United Kingdom’s announcement to exit from the European Union, a decline in consumer spending, the merchandising, pricing and inventory policies followed by Signet, the reputation of Signet

and its brands, the level of competition in the jewelry sector, the cost and availability of diamonds, gold and other precious metals, regulations relating to customer credit, seasonality of Signet’s

business, financial market risks, deterioration in customers’ financial condition, exchange rate fluctuations, changes in Signet’s credit rating, changes in consumer attitudes regarding jewelry,

management of social, ethical and environmental risks, security breaches and other disruptions to Signet’s information technology infrastructure and databases, inadequacy in and disruptions to

internal controls and systems, changes in assumptions used in making accounting estimates relating to items such as extended service plans and pensions, risks related to Signet being a

Bermuda corporation, the impact of the acquisition of Zale Corporation on relationships, including with employees, suppliers, customers and competitors, and our ability to successfully integrate

Zale Corporation’s operations and to realize synergies from the transaction

For a discussion of these and other risks and uncertainties which could cause actual results to differ materially from those expressed in any forward-looking statement, see the “Risk Factors”

section of Signet's Fiscal 2017 Annual Report on Form 10-K filed with the SEC on March 16, 2017. Signet undertakes no obligation to update or revise any forward-looking statements to reflect

subsequent events or circumstances, except as required by law.



Key Takeaways

 Announced first phase of strategic outsourcing of credit portfolio, designed to maintain 

Signet’s full spectrum of credit options and net sales

 First quarter results negatively impacted by continued retail headwinds, further exacerbated 

by a delay in tax refunds and the later timing of Mother's Day holiday

 Sequential improvement in sales performance normalized for Mother’s Day, driven by solid 

progress on strategic initiatives focused on Customer First OmniChannel experience: 

o Material enhancements in Sterling division e-commerce platforms

o e-commerce sales growth at Sterling and Zale divisions

o Social campaigns and clienteling contributed to sequential improvement in traffic

o Continued to streamline organizational structure to deliver operational efficiencies with a greater 

OmniChannel focus

 FY18 financial guidance reaffirmed (excluding impact of credit announcement) supported by 

solid Mother’s Day results
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First Quarter Fiscal 2018 Summary

 Same store sales decline partially attributable (330 bps) to later timing of 

Mother's Day

o Higher-priced bridal jewelry and diamond fashion jewelry outperformed other 

merchandise categories, with Ever Us delivering sales growth

o e-commerce and Piercing Pagoda had higher sales

 Sequential improvement normalized for Mother’s Day across Signet’s 

operating divisions and e-commerce

 Sales and earnings impacted by:

o Timing of tax refunds impacting Valentine’s Day performance

o Later timing of Mother’s Day 

o Competition for share of wallet, both in-store and online

o Highly promotional environment due to lower mall traffic and independent 

jewelers liquidating at deeper discounts
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 Sequential improvements driven by 

stabilization of Sterling division e-

commerce:

o Reduced page load speeds by 50% ahead of 

Mother’s Day*

o Streamlined and faster checkout process

o Improved promos and rewards application

o Improved personalization and segmentation

o Reduced load times for pricing and promo data

o Improved order confirmation, shipping, and ring 

sizing experience

Progress on OmniChannel Initiatives

 Search engine optimization and content 

enhancements starting in Q2

 New Zales e-commerce platform launching in 

summer

 Enhanced focus on digital marketing with 

investments in key channels and data 

analytics 

 In-store orders expected to increase driven by: 

o Site speed and check-out process enhancements

o Online appointment booking

o OmniChannel basket and clienteling 

o Local store inventory

Investing in digital and OmniChannel capabilities to enhance customer experience 

Q1 Achievements Fiscal 2018 Opportunity

* Source: Google Analytics.
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Mother’s Day Holiday Update

 Solid sales performance across store brands and merchandise categories

 Increased promotional activity relative to last year

 Targeted, simpler promotions resonated well with customers

 More focused marketing with fewer, stronger messages and integrated digital elements

 Drives confidence in full year guidance
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FY 2018 Growth Initiatives 

 Ongoing website enhancements

 Invest in additional e-commerce technology

 Increase digital marketing investment

 Search engine optimization

 Leverage data analytics

 Clienteling driving productivity

 Build on existing consumer trends and 

preferences (e.g. earrings, bracelets) 

 Invest in test and expansion

 Launch merchandise line extensions and 

redesigns in outperforming areas (i.e. Ever Us)

 Build strong pipeline

 I/T modernization providing backbone for future 

success and efficiency

 HR, finance, e-commerce, distribution

 Optimize store footprint – focus on off-mall, high 

ROIC locations and formats

 Strengthen store operations execution

 Validate delivery of consistently strong  

experience through improved data-driven metrics

OmniChannel Customer Experience

Infrastructure Investments

Product Innovation

Store Optimization

7



First Quarter Sales Performance

Notes: 1=For stores open for at least 12 months. 2=For stores not open in the last 12 months.

Same store 

sales1

Non-same 

store sales, 

net2

Total sales

at constant 

exchange 

rate

Exchange 

translation 

impact

Total

sales

Total sales

(in mill. $)

Kay (13.5 )% 2.7 % (10.8)% — % (10.8 )% 565.8

Jared (10.3 )% 1.4 % (8.9)% — % (8.9 )% 273.4

Regional brands (21.4 )% (9.0 )% (30.4)% — % (30.4 )% 31.8

Sterling Jewelers division (12.8 )% 1.6 % (11.2)% — % (11.2 )% 871.0

Zales Jewelers (13.4 )% 1.6 % (11.8)% — % (11.8 )% 276.3

Gordon’s Jewelers (25.2 )% (17.4 )% (42.6)% — % (42.6 )% 9.7

Zale US Jewelry (13.8 )% 0.5 % (13.3)% — % (13.3 )% 286.0

Peoples Jewellers (4.1 )% (0.6 )% (4.7)% 0.7 % (4.0 )% 42.9

Mappins (14.3 )% (14.1 )% (28.4)% — % (28.4 )% 4.8

Zale Canada Jewelry (5.2 )% (2.5 )% (7.7)% 0.5 % (7.2 )% 47.7

Zale Jewelry (12.7 )% 0.1 % (12.6)% 0.1 % (12.5 )% 333.7

Piercing Pagoda (1.3 )% 2.3 % 1.0 % — % 1.0 % 69.7

Zale division (10.9 )% 0.4 % (10.5)% 0.1 % (10.4 )% 403.4

H.Samuel (5.6 )% 1.5 % (4.1)% (12.0 )% (16.1 )% 60.6

Ernest Jones (1.5 )% 0.1 % (1.4)% (12.4 )% (13.8 )% 61.9

UK Jewelry division (3.5 )% 0.7 % (2.8)% (12.1 )% (14.9 )% 122.5

Other segment 58.5 % 6.5

Signet (11.5 )% 1.4 % (10.1)% (1.0 )% (11.1 )% 1,403.4
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Income Statement Highlights 

(Percentage of Sales) 1Q Fiscal 2018 1Q Fiscal 2017 Difference

Gross margin 35.0% 38.0% (300) bps

SG&A 32.3% 29.3% 300 bps

Other operating income 5.5% 4.7% 80 bps

Operating income 8.2% 13.4% (520) bps

Earnings per share $1.03 $1.87 ($0.84)
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Inventory

 Inventory of $2.43 billion, down 3.2% to prior 

year, roughly in-line with full year fiscal 2018 

guidance 

 Prudent inventory management, particularly Zale 

brands with a prominence on key collections

 Significantly reduced underperforming 

collections in favor of greater emphasis on 

higher-performing bridal collections (e.g. Vera 

Wang Love, Endless Brilliance)

 F/X benefit 

 Slower total sales offset benefits
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Sterling Division Credit and Allowance Metrics

(in millions except percentages) 1Q FY18 1Q FY17 Difference

Credit sales $529 $605 ($76)

In-house credit participation 60.7% 61.7% (100) Bps

Accounts receivable $1,811 $1,771 $40

Average monthly payment collection rate 11.4% 12.3% (90) Bps

Interest income from in-house finance program $74 $73 $1

Net bad debt $43 $34 $9

Net Impact $31 $39 ($8)

1Q Fiscal

FY 2018

4Q Fiscal

FY 2017

1Q Fiscal

FY 2017

4Q Fiscal

FY 2016

Total valuation allowance as % of 

gross receivables
7.0% 7.1% 6.6% 7.0%

Non-performing receivables1 as % 

of gross receivables
4.0% 4.1% 3.6% 4.0%

-10 bps

1 = In-house finance receivables past due, aged more than 90 days

-10 bps

-40 bps

-40 bps
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Financial Guidance

Fiscal 2018

Same store sales Down low-to-mid single-digit %

EPS $7.00 to $7.40

Effective tax rate 24% to 25%

Weighted average common shares 74 million to 75 million

Capital expenditures $260 million to $275 million

Net square footage change -1% to 0%

 FY guidance excludes the impact from the credit transaction

 Gross margin expected to leverage; SG&A expected to deleverage

 Continued incremental capital and operating investments in long-term OmniChannel

growth

12



STRATEGIC OUTSOURCING OF CREDIT PORTFOLIO
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Strategic Priorities for Credit Portfolio Evaluation

Eliminate material credit risk from balance sheet1

Minimize potential disruption while optimizing our business model4

Create value for our shareholders, including EPS accretion5

Substantially maintain net sales2
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Enhance our credit and customer experience3



Secondary 

Program

Lease-

Purchase

Primary 

Program

Strategic Outsourcing of Credit Portfolio Overview

 Seven-year agreement with Progressive Leasing to offer 

Lease-Purchase option to applicants that do not wish to pursue a 

credit option or do not qualify for future credit programs

 Captures customers at the low-end of current in-house program

Phase 2

Strategic, phased approach designed to maintain Signet’s full spectrum of retail 

financing options and net sales through long-term partnerships¹

 Alliance Data to purchase prime-only credit quality accounts 

receivable with a gross value of $1.0 billion at par²

 Seven-year agreement to provide credit to prime-only credit 

quality customers

Note: Not scaled to the actual size of the portfolio. 

¹Signet will not offer credit insurance as a part of its credit offering after closing, which is incorporated in the anticipated financial impact from the transaction.

²Estimated net book value at closing assuming it occurs in October 2017.
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Phase I

 Signet to retain its existing non-prime receivables on its balance 

sheet and continue to fund new account originations 

 Genesis to service Signet’s existing and future non-prime 

accounts receivable as part of a five-year agreement

 Signet intends to fully outsource its 

credit programs, such that all retail 

credit options and net sales are 

retained through partners

 Signet intends to identify one or 

more partners to provide funding 

for future secondary programs

 Sell or run off the non-prime 

portion of its existing credit card 

accounts and accounts receivable



Value-Enhancing Transaction

 Majority of credit-focused employees transfer to 

Alliance Data and Genesis

 Simplified application processing

 Continued alignment to credit and retail KPIs

 Access to enhanced marketing solutions and Big 

Data services

Team 

Members

Investors

 Unlocks value from credit portfolio 

 Substantially de-risks balance sheet

 Simplified, focused investment thesis

 Multiple expansion opportunity

 Optimized capital structure and allocation strategy

Customers

 Continue to receive full spectrum of credit offerings 

and quality services 

 Seamless integration across providers

 Simplified application process

 New lease-purchase option

Outsourcing credit business delivers benefits for all Signet stakeholders  

 Structured to substantially maintain net sales¹

 Drives EPS accretion 

 Provides additional financial flexibility and 

improved free cash flow generation profile

 Optimizes operating structure and capital 

efficiency 

 Plan to use proceeds to repay $600 million 

securitization facility and repurchase shares

Benefits to StakeholdersCompelling Economics to Signet
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Credit Operations Transition

 Employees: The majority of employees supporting Signet’s current credit operations in Akron, OH, will be 

transitioned to Alliance Data and Genesis

 Capital Obligations: Alliance Data and Genesis will also assume facilities related to the portion of the credit 

operations they will be retaining

 Testing: Robust system testing to be conducted prior to launch

 In-Store Integration: Comprehensive integration will take place for store associates including store training, 

program launch and marketing activities in close coordination with partners

 Portfolio Conversion: Prime receivables included in the sale will be converted to Alliance Data at the time of 

closing. Additionally, the non-prime receivable book will be converted to Genesis systems and moved to 

contractual aging, which is expected to have no material impact on Signet’s financial statements

 Timing: The timing of program implementation may be adjusted, if needed, around the fiscal 2018 holiday 

season to account for the complexities of the integration activities and ensure robust system testing is completed 

prior to launch  

Detailed integration planning activities underway to facilitate a smooth transition of 

credit operations to strategic partners with minimal impact on the business
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Prime

Near/Non-

Prime

Full Spectrum of Financing Coverage

Note: Not scaled to the actual size of the portfolio. 

¹Signet will not offer credit insurance as a part of its credit offering after closing, which is incorporated in the anticipated financial impact from the transaction.

²Credit sales before downpayment.
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Credit Tier
Share of FY17 

Credit Sales (%)²

65%

28%

7%

Phase 1 Servicing Phase 1 Funding

Lower Tier



Primary Program – Alliance Data

Alliance Data Partnership Overview

 Alliance Data’s Card Services business, a subsidiary of 

Alliance Data with more than 30 years of branded credit 

experience, to lead operational interface and servicing

 Alliance Data's Epsilon business to provide marketing 

services to Signet

 Signet’s Zale brands has been an Alliance Data client 

since 2013

Alliance Data, through its card services business and subsidiaries, will provide all key 

functions of the Primary Program

 Purchase existing prime-only credit quality accounts 

receivable with a gross value of $1.0 billion¹ at par 

value

 Primary Program provider of credit for existing and 

new prime-only credit quality accounts receivable after 

closing

 Future economic-sharing with Signet related to the 

performance of the credit program after closing

 Full receivable credit risk transferred

 Agree to retain, as Alliance Data employees, a portion 

of Akron servicing team members and facilities to 

service program

 Expected to close in October 2017
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Secondary Program – Genesis

Five-year partnership with Genesis to service non-prime accounts receivable

 Leading provider of retail financing programs focused on 

non-prime consumer credit programs

 The largest second-look credit program in the country, 

serving more than 10,000 store fronts

 Extensive experience in jewelry industry

 Seamless integrated financing and servicing solution 

 Signet to retain the existing receivables on its balance 

sheet and continue to fund and originate receivables 

until the second phase is completed

 Genesis provide operational interface and customer 

servicing functions to the secondary program

 Agree to acquire, as Genesis employees, a portion of 

Akron servicing team members and facilities to service 

program

 The receivables that will be serviced through Genesis 

will convert to contractual delinquency aging

 Expected to be implemented by October 2017
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Lease-Purchase Program – Progressive Leasing

 Owned by Aaron’s ($2.5 billion market cap)

 Originated >1 million leases in 2016

 $1.2 billion in 2016 revenue

 Lease-purchase company active in numerous national 

retailers with extensive experience in jewelry industry

 Operates in 22,000 retail locations in 46 states

 Progressive to serve as lease-purchase partner for 

applicants who may not be eligible for the Primary and 

Secondary Programs

 Incremental opportunity from customers not previously 

covered under Signet’s in-house credit program

 Seven-year terms with Signet

 Progressive to purchase merchandise from Signet to 

lease to customer

 No additional financial risk for Signet

 Expected to become available beginning in August 

2017

Progressive Leasing will provide Lease-Purchase Program to customers not eligible for 

Primary and Secondary Programs
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Pro Forma Financials

 No material impact on net sales¹

 A slight decline in EBIT from the transaction

 Transaction expected to be EPS accretive in first full year of

operations assuming October 2017 close and at current share

prices

 ROCE² is expected to increase above 40% in future years

Financial Impact

¹ Signet will not offer credit insurance as a part of its credit offering after closing, which is incorporated in the anticipated financial impact from the transaction; ²ROCE is a non-GAAP measure calculated by dividing the 52 week annual operating 

income by the average quarterly capital employed and is expressed as a percentage. Capital employed includes accounts and other receivables, inventories, property, plant and equipment, other assets, accounts payable, accrued expenses and 

other current liabilities, other liabilities, deferred revenue and retirement benefit asset/obligation; ³Reflects the expense savings from the elimination of net bad debt expense, net of the elimination of late fee income associated with the sale of the

prime in-house credit program; ⁴ Reflects net cost of outsourcing non-prime program, expense savings related to credit structure and economic profit-sharing with Alliance Data..

Accounting Impacts

 Expected non-cash pretax gain due to reclassification of

receivables that will be purchased by Alliance Data from “Held for

Investment” to “Held for Sale” in Q2

 Excludes estimated transaction costs of $35-$45 million
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Impact

Net Bad Debt Expense and 

Late Charges Income³

Down 

23% - 27%

Total SGA⁴
Down

2% - 3%

Finance Charge Income
Down

50% - 55%

Note: Excludes estimated transaction costs of $35 to $45 million related to 

advisors, legal fees, IT conversion costs and employee transition expenses 

associated with the sale of the credit portfolio. Based on FY17 actuals 

assuming an illustrative 30-Jan-2016 transaction close.

Annualized EBIT Impact



 Strong balance sheet that provides flexibility to fund business strategy

 Committed to maintaining an investment grade profile

 Adjusted leverage ratio goal between 3.0x to 3.5x

 Repay $600 million securitization facility

 Distribute 70%-80% of free cash flow in form of dividends and buybacks,

excluding one-time proceeds from the transaction

 $511 million remaining on current authorization

Pro Forma Capital Allocation
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Signet aims to be the world's premier jeweler connecting with customers, 

earning their trust with every interaction

Customer First OmniChannel Experience

Strategic Vision 2020

Maximize business directed to mid-market consumers everywhere

we do business.

Be destination for bridal and make every customer think about our store 

brands first when entering bridal jewelry marketplace.

Focus on women customers and fashion-oriented products that are attractive 

to females as self-purchasing continues to increase.

Nurture a culture of diversity and collaboration with best people in the 

industry to deliver highest quality of service to our customers.

OmniChannel approach to educating, selling, and serving customers is 

uniquely important in jewelry retail.

Grow in the Mid Market1

Digital First and Data Driven4

People, Purpose and Passion5

Win Fashion and Gifting3

Best in Bridal2
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Signet Jewelers Ltd.


