Goldiam International Ltd (GIL)

1QFY25 Result Update | Jewelry Export | Retail

Getting ready for retail brand launch ‘ORIGEM’

GIL's 1QFY25 consolidated revenue grew by 38%,driven by greater
penetration in its key customer segments with LGD jewelry now
contributing 68% of 33%/54% in
1QFY24/4QFY24.Gross margins continued to remain around
~32%,228 bps lower than last year but similar to 4QFY24 levels.
Despite drop in gross margin, EBITDA margins saw an improvement

overall revenue vs

of ~200 bps QoQ on increased contribution from LGD jewellery &
lower other expenses. While average realization for LGD dropped
from 858S5/7925 in 1QFY24/4QFY24 to 709S, there has been
substantial volume growth of 242% on YoY basis for LGD jewellery.
Natural diamond jewellery saw a decline in average realization as
well as volume to the tune of -8%/-30% respectively.

Management clear focus is on growing topline & surpassing historical
growth levels with expectations of closing the year with >15-20%
revenue growth (1Q grew +38% YoY) while keeping EBITDA margins
in the range of 18-20%. Management believes the drop in LGD prices
is largely done with news articles flashing outdated posts & doesn’t
expect any inventory hit for both natural diamonds as well as lab
grown diamond jewellery. Total order book till date stands at
Rs.1.8bn.GIL has renamed its brand name to “ORIGEM” & guided to
open 3-5 COCO stores by 3Q & 15 COCO stores by end of fin yr (initial
store opening in Mumbai,Bangalore & NCR region). ORIGEM (retail
brand) will largely be focused on modern day daily wear having 100%
studded - fine jewellery of 14/18kt with higher gross margins
compared to traditional B2B business (> ~“32% GM) with store capex
~Rs.4.2 crs capex/store (“Rs.2.7-3.2 crs ; Rs.50 lakhs each for store
capex & rental deposits).
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Store break even target of Rs.30 lacs/store/month with initial sales
target of Rs.40 lacs/store/month which can be readily scaled to
Rs.1cr/store/month.Price of 2 carat lab grown diamond jewellery is
~Rs.1 lac vs Rs.12-15 lac in natural diamond.1 carat wholesale rate is
~Rs.20k whereas at retail level it is ~“Rs.50k.

GIL is a play on value migration in diamond jewelry industry from
natural diamonds to lab grown diamonds which are available at
1/10th cost with strong distribution moats & unlocking value with its
own Lab-grown diamond (LGD) brand in India.

Revenues at ¥1659Mn,38.5%Y0Y/12.2%QoQ

EBITDA (Excl OI) at 303Mn,35.1%Y0Y/26.4%QoQ

PAT at X221Mn,27.5%Y0Y/17.6%QoQ

Gross Margin came in at 32% vs 32.1% YoY/34.3% QoQ

EBITDA Margin (Excl Ol)came in at 18.3% vs 18.7% YoY/16.2% QoQ
PAT Margins came in at 13% vs 14.3% YoY/11.8% QoQ
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Concall KTAs

Lab-Grown Diamond Segment

The lab-grown diamond segment now contributes 68% of revenue, a
significant increase from 33% in Q1FY24 and 54% in Q4FY24.

GIL continues to see strong demand from large U.S. retail customers, with
a shift in consumer preferences towards lab-grown diamond jewelry.

Despite discussions about declining prices of lab-grown diamonds, GIL
believes the market has stabilized. The oversupply issue is correcting
itself, and current market prices are stable.

No significant inventory hit was taken in Q1 or is expected in Q2, as prices
have stabilized. GIL had already adjusted inventory prices last year.

The wholesale rate for one-carat lab-grown diamonds is Rs. 20,000-
25,000, with a 60% gross margin at the retail level.

US vs. India Market: The US market has seen quicker adoption of lab-
grown diamonds (LGDs), driven by large retailers embracing the trend
early. In contrast, the Indian market is still in the early stages, with
awareness and acceptance gradually increasing.

GIL is looking at expanding its B2B presence, particularly in the U.S. and
potentially Europe and the Middle East, by increasing its footprint with
retail partners. They have already seen positive results in some regions by
capturing market share from competitors.

While there are no long-term contracts with US retailers, the business
model relies heavily on SKUs that perform well. Reorders for successful
designs are locked in, providing a steady stream of business.

India Retail Venture - Origem Lab Diamonds

Launch Plans: GIL plans to launch its India B2C operations with the new
brand, Origem Lab Diamonds (Renamed from “Erah”), in Q3FY25, with 3
to 5 stores initially in Mumbai, Bangalore, and NCR.

Expansion Strategy: GIL aims to scale rapidly and become the largest
organized retailer of lab-grown diamonds in India with focus to open 15
stores by end of this financial year

Product Offering: The retail brand will focus on lab-grown diamond-
studded jewelry in fine metals (18k or 14k gold), targeting modern-day
customers with AM to PM diamond jewelry pieces.

Capex per Store: For their new retail brand, Origem, the estimated capital
expenditure per store is around X37 to 240 Mn, which includes inventory,
store deposits, and fit-out costs.

Revenue Targets: Initial revenue targets per store are around %40 lakhs
monthly, with potential to reach X1 crore or more for well-performing
stores.

Break-Even Analysis: The break-even point is expected to be around %30
lakhs per month per store, indicating a healthy margin if targets are met.
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Revenue Potential per Store: GIL is targeting monthly sales of around
%30-40 lakhs per store to break even, with the potential for higher sales
depending on customer reception and brand strength.

The India retail venture will be company-owned and operated (COCO)
with no immediate plans for franchise models or international retail
expansion.

Team Expansion: GIL has hired around 9-10 professionals to help build
the Origem brand, with plans to onboard more sales personnel as they
open new stores.

While there might be increased competition in the Indian retail space,
especially in the LGD sector, GIL is confident that with scale, their margins
should remain sustainable. They believe that even with significant
operating expenses related to head office costs, marketing, and brand
building, their gross margins in B2C will be higher than in B2B.

Pricing Strategy: GIL mostly follows a cost-plus model, factoring in the
costs of metal, stones (natural or lab-grown), and labor. While there is a
convergence of margins between natural and lab-grown diamonds over
time, GIL expects to maintain a higher margin profile for lab-grown
diamond jewelry.

Order Book Status

As of June 30, 2024, the order book stood at Rs. 1,500 Mn & till date
order book stands ~Rs.1,800 Mn.

GIL secured orders worth Rs. 1,400 million for gold-studded diamond
jewelry, with a notable single purchase order worth Rs. 500 Mn from a
large U.S. retailer.

Design and Distribution as Differentiators

Goldiam’s focus on design and deep distribution channels is highlighted as
a significant entry barrier. Competitors may have similar manufacturing
capabilities, but without strong distribution, they struggle to capture
value from the supply chain.

Forex Policy

Natural Hedge: Goldiam imports gold and diamonds and exports products
in foreign currencies. For every rupee spent on imports, they earn about
1.25 rupees from exports. This natural balance helps them manage
currency fluctuations to some extent.

Hedging Policy: To handle any extra currency risk, they hedge 25% of
their unprotected foreign exchange exposure using forward contracts.

If they anticipate that the rupee will become stronger, they might decide
to hedge more, up to 50%, but currently, the 25% hedge is working well
for them.
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Exhibit 1: Total Revenue Breakup (LGD vs Natural Diamond Exhibit 2: Increasing LDG contribution to overall revenue
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Exhibit 9: Cash + Investments (Rs.Mn)
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Quarterly Financials

YoY Growth QoQ Growth
(Rs.Mn) Q1FY25 ;| Q1FY24 (%) Q4FY24 (%)
Revenue from Operations 1,658 1,198 38% 1,479 12%
Other Income 39 14 179% 35 14%
Total RM Cost 1,116 814 37% 972 15%
Employee Benefits Expense 68 55 24% 60 13%
Other Expenses 172 105 63% 208 -17%
Total Expenses 1,356 974 39% 1,239 9%
EBITDA (Excluding Other Income) 302 224 35% 239 26%
Depreciation and Amortisation Expenses 15 13 13% 17 -13%
EBIT / PBIT 327 225 45% 257 27%
Finance Costs 0 0 -38% (0) -122%
EBT/ PBT 327 225 45% 257 27%
Tax Expense 107 52 105% 70 53%
Net Profit after Tax 220 173 27% 188 18%
Adj Earning Per Share 2.06 1.59 30% 1.67 24%
Margins (%) (In bps) (In bps)
Gross Margins 32.0%; 32.0% -4 34.3% -228
EBITDA Margins (Excl Other Income) 18.2%; 18.7% -46 16.2% 205
PAT Margins 13.0%; 14.3% -131 11.8% 120
Taxrate 32.6%¢ 23.1% 952 27.1% 550
As a % to sales
RMas a % to sales 67.3%; 68.0% 65.7%
EE Costas a % to sales 4.1% 4.6% 4.0%
Otherexps as a % to sales 10.3% 8.8% 14.0%
Key Operational Metrics (In bps) (In bps)
Lab-grown diamond jewellery mix (%) 68.0%; 33.0% 3500 54.2% 1380
Order wins for FY25 (Rs.Mn) 1,400
Total Order Book (As perlatest Qtrclosing) 1,500

Source : Company
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Valuation & Outlook
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During Titan's 2QFY24 conference call, it was revealed that bridal
engagement rings make up 40% of the US jewelry market. Notably, 50% of
this segment has shifted to Lab-Grown Diamonds (LGDs), comprising
asubstantial 20% volume share in the overall USA jewelry market. This
underscores a transformative trend in the diamond jewelry sector, signaling a
notable shift in consumer preferences within the jewelry industry. Lab-Grown
Diamonds (LGDs) are revolutionary products, possessing properties
comparable to natural diamonds but are accessible at only 1/10th of the cost.

GIL stands at the forefront of the current shift in value within the diamond
jewelry sector, bolstered by robust distribution advantages derived from its
partnerships with major retailers in the USA.

We believe Goldiam is well placed to capture the growing penetration of lab
grown diamonds in USA & India. With its strong balance sheet & healthy
cash position of Rs.3332 Mn even after distributing Rs.2,246 Mn in dividends
& buybacks in last 6 years company stands out in the small cap space. Stock
has achieved our previous target of Rs.230 on 13' Aug 24.GIL currently
trades at 16x FY27e EPS of Rs.14.5. We maintain our BUY rating on the stock
& roll over our earnings estimate to Jun’26 & value the company at 20x
Jun’26 EPS of Rs.13 arriving at a target price of Rs.260 (+10% upside to
current market price).

14 Aug. 24
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Financials
P&L (Rs mn) FY20 FY21 FY22 FY23 FY24 FY25e FY26e FY27e
Net Sales 3,645 4,060 6,877 5,332 6,029 7,146 8,930 10,910
Operating Expenses -2,733 -2,717 -4,865 -3,528 -4,086 -4,859 -6,072 -7,418
Employee Cost -133 -159 -269 -243 -257 -331 -422 -483
Other Expenses -336 -401 -441 -520 -543 -599 -765 -880
Operating Profit 443 783 1,302 1,040 1,143 1,357 1,671 2,128
Depreciation -25 -36 -54 -74 -61 -56 -56 -58
PBIT 418 747 1,248 966 1,082 1,301 1,615 2,070
Other income 221 72 246 211 139 45 25 -
Interest -20 -5 -8 -3 -0 -0 -0 -0
PBT 620 814 1,486 1,175 1,221 1,345 1,640 2,070
Profit before tax 620 972 1,486 1,175 1,221 1,345 1,640 2,070
Provision for tax -167 -301 -427 -323 -312 -339 -413 -522
Profit & Loss from - - - - - - - R
Reported PAT 453 671 1,060 852 909 1,006 1,226 1,548
Mi 17 -61 -8 -8 1 1 1 -
Owners PAT 470 610 1,052 844 910 1,007 1,227 1,548
Adjusted Profit 470 511 1,052 844 910 1,007 1,227 1,548
Balance Sheet (Rs mn) FY20 FY21 FY22 FY23 FY24 FY25e FY26e FY27e
Equity capital 222 222 218 218 214 214 214 214
Reserves 3,878 4,426 4,981 5,639 6,091 6,947 7,990 9,306
Net worth 4,100 4,648 5,199 5,857 6,305 7,161 8,204 9,520
Mi 54 165 61 65 50 49 48 47
Non Current Liabilites -23 22 47 67 65 17 18 19
Current Liabilites 892 1,301 1,014 1,060 923 1,120 1,337 1,577
TOTAL LIABILITIES 5,023 6,136 6,322 7,048 7,343 8,347 9,607 11,163
Non Current Assets 736 828 651 668 583 453 427 396
Fixed Assets 201 412 402 406 402 379 352 321
Right of Use Assets - - - 27 48 0 1 1
Financial Assets 517 395 220 189 119 61 61 61
Deferred Tax Asset - - - 25 13 13 13 13
Advances 18 20 30 21 - - - -
Assets - - - - - - - -
Current Assets 4,287 5,308 5,671 6,380 6,761 7,894 9,180 10,767
Current investments 1,534 1,798 1,181 1,190 1,624 1,643 1,663 1,682
Inventories 935 1,072 1,769 2,483 2,226 3,524 4,404 5,380
Trade Receivables 996 1,292 1,787 1,473 1,427 1,958 2,447 2,989
Cash and Bank Balances 546 916 866 1,189 1,448 731 624 668
Advances 276 208 47 18 21 21 21 21
Other Financial Assets - - - - - - - R
Other Current Assets 1 23 21 27 15 17 22 26
TOTAL ASSETS 5,023 6,136 6,322 7,048 7,343 8,347 9,607 11,163
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Cashflow (Rs mn) FY20 FY21 FY22 FY23 FY24 FY25e FY26e FY27e
PBT 620 972 1,486 1,175 1,221 1,345 1,640 2,070
Depreciation 25 36 54 74 61 56 56 58
Net Chgin WC 266 -103 -1,090 -197 69 -1,633 -1,153 -1,279
Taxes -144 -254 -382 -382 -315 -339 -413 -522
Others -94 -160 -167 -18 33 56 -4 -4
CFO 673 491 -98 652 1,070 -515 126 323
Capex -21 -303 -36 -92 -66 - - -

Net Investments made -284 -35 956 65 -305 -19 -19 -20
Others 65 221 29 10 96 - - -

CFI -241 -117 950 -18 -276 -19 -19 -20
Change in Share capital -126 -5 -456 - -331 - - -

Change in Debts -189 148 -198 =27 - - - -

Div. & Div Tax -149 -147 -139 -284 -129 -151 -184 -233
Others -60 - -110 -0 -75 -47 -24 -19
CFF -523 -3 -902 -311 -535 -199 -209 -251
Total Cash Generated -90 370 -50 323 259 -733 -103 52
Cash Opening Balance 636 546 916 866 1,189 1,448 731 624
Cash Closing Balance 546 916 866 1,189 1,448 731 624 668
Ratios FY20 FY21 FY22 FY23 FY24 FY25e FY26e FY27e
OPM 12.2 19.3 18.9 19.5 19.0 19.0 18.7 19.5
NPM 12.2 12.4 14.8 15.2 14.8 14.0 13.7 14.2
Taxrate -27.0 -31.0 -28.7 -27.5 -25.5 -25.2 -25.2 -25.2

Growth Ratios (%)

Net Sales -18.3 11.4 69.4 -22.5 13.1 18.5 25.0 22.2
Operating Profit -20.7 76.7 66.2 -20.1 9.9 18.6 23.2 27.4
PBIT -9.9 78.6 67.1 -22.6 12.0 20.2 24.1 28.2
PAT -2.8 48.1 58.0 -19.6 6.7 10.7 21.9 26.3

Per Share (Rs.)

Net Earnings (EPS) 4.24 5.50 9.65 7.75 8.52 9.43 11.49 14.50
Cash Earnings (CPS) 4.46 5.83 10.15 8.43 9.09 9.95 12.02 15.04
Dividend 6.50 8.00 3.60 2.00 1.21 1.41 1.72 217
Book Value 36.98 41.92 47.71 53.74 59.03 67.05 76.82 89.14
Free Cash Flow 5.27 2.46 -1.73 3.99 8.77 -5.73 0.82 2.82

Valuation Ratios

P/E(x) 56 43 25 31 28 25 21 16
P/B(x) 6 6 5 4 4 4 3 3
EV/EBIDTA(x) 55 30 18 23 19 17 14 11
Div. Yield(%) 2.74 3.38 1.52 0.84 0.51 0.60 0.73 0.92
FCF Yield(%) 2.22 1.04 -0.73 1.68 3.70 -2.42 0.35 1.19

Return Ratios (%)

ROE 12% 12% 21% 15% 15% 15% 16% 17%
ROCE 15% 18% 30% 21% 20% 20% 21% 23%
RolC 22% 26% 34% 25% 28% 21% 21% 22%

Source: Dalal & Broacha Research, Company
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was established in 1997 and
is an integrated financial services player offering an extensive range of financial solutions and services to a wide spectrum of
customers with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE). D&B
along with its affiliates offers the most comprehensive avenues for investments and is engaged in the securities businesses including
stock broking (Institutional and retail), depository participant, portfolio management and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on
our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research Analysts)
Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with
whom it is registered in any time in the past. It has not been debarred from doing business by any Stock Exchange / SEBI or any other
authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied
minor penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this
report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of
his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this
report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with
reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more | No
securities of the subject company at the end of the month immediately preceding the date of
publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past | No
twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the subject | No
company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or merchant | No
banking or brokerage services from the subject company in the past twelve months
Whether the Research Analyst has received any compensation for products or services other than | No
investment banking or merchant banking or brokerage services from the subject company in the past
twelve months

Whether the Research Analyst has received any compensation or other benefits from the subject | No
company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from GIL or companies that are the subject of this material.
Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients
that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may
make investment decisions that may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest including but not limited to those stated herein. Additionally, other important information regarding
our relationships with GIL or companies that are the subject of this material is provided herein. This report is not directed to, or
intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would
subject D&B or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document
does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official
confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in United
Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party,
without the prior express written permission of D&B . All trademarks, service marks and logos used in this report are trademarks or
registered trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for
Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian
Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy
and completeness cannot be guaranteed.
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