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Initiation Report
Consumer Discretionary: Gold JeweMganufacturer

As part of our ongoing research coverage over the past 5 years of
Rajesh Exports Ltd. (REL), we are issuing this Updated Initiation
Report, which seeks to refresh and update our primary/initial
Initiation Report from July 23, 2015.  With the publication of its 25t
Annual Report in 2019, and completing 30 years since its incorporation
REL has continued to grow steadily and has met a great deal of tt
growth goals which we first articulated 5 years ago, and the stock price
today of Rs609 [and prior highs of over Rs.800] is close to our original
Rs.700 target from back then. We reaffirm our ongoing Rs.900 target fc
the stock.

In this report, we will first reiterate our conclusion and stock price
recommendation, and then present current and uio-date investment

thesis points, company background, full financial model & forecasts
catalysts, risks, etc.

2%, EO )T AEA8O 1 AOCAOO Agpi 00OAO
The company has grown rapidly over the past decade and expects
maintain a strong growth momentum going forward driven by
numerous catalysts which are likely to unfold in the near to intermediate
term. Over the last five years, the company has recorded 15% EPS CA
and 30% revenue CAGR.

Conclusion: Rs. 900 target, 48% Upside

We maintain our FY2020 earnings estimate of Rs. 44.66 per share ¢
account of continued growth in revenues and an increase in profitability.
We maintain our oneyear price target of Rs. 900 on the stock. Our prict
target represents an upside of approximatly 48% from the current
levels. Our 12month price target on the stock is based on DCI
methodology and backed by traditional P/E multiples as well. Please se
detailed earnings and valuation model attached.

2%, EO OEA xI1 OI A6O I lagg Apdier Of hokE
jewelry with a 40% market share in India. With over 30 years of
operating history, the company is a low cost manufacturer due tc
economies of scale, and it derives 90% of its revenues from exports. Tt
company is rapidly expandingretail stores in India as well, with 82
stores presently. The company is a prime beneficiary of secular growtl
in Indian and Asian gold and jewelry demand. Over the last five year:
the company has recorded a CAGR of 15% in EPS and 30% in revenu
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Our DCFbased price is Rs. 857 which assumes a 13% WACC and a
terminal growth rate. Our price target implies a P/E multiple of 20x on our
FY03/2020 EPS estimate of Rs. 44.66, and a P/E of 18x on our forwa
FY03/2021 estimate of Rs. 50.64. We continue to remm positive on the
i AOCET ¢Oi xOE OO1T oOu AAOGAA 11 OEA |
last 18 months. While the company operates at a low level absolute «
operating margins, a relatively small increase in margins can be highl
accretive to the EPS

Currently, the stock is trading at a P/E multiple of just 14x on our FY03/2020
EPS estimate, and a P/E of 12x on our forward FY03/2021 estimate, which

at a significant discount to its Syear average P/E of 16x, as well as the overa
Indian stock market where the benchmark NIFTY Index is trading at a trailing
20x P/E level. Also, the stock is trading at a Price/Sales ratio of just 0.10 ¢
our FY03/2020 revenue estimate and a P/S of 0.09x on our forwarc
FY03/2021 estimate, which is at a significant dicount to the trailing P/S ratio

of 2.0x for the NIFTY Index.

Company Description

2%, EO A ciiTAAl 1 AAAAO ET OEA cCil#
manufacturers. REL has over 30 years of operating history, having set up i
1989, and isincorporated in Bangalore, India with its operations bearing a
foothold, globally. It is the only company with presence across the entire valu
chain of gold, from refining to retailing, and is also the largest producer of golc
It processes 35% of overallgold volume produced in the world! With this
being said, and to add, REL is also one of the lowest cost Gi
manufacturers/jewelry producers in the world due to economies of scale, anc
it derives 91% of its revenues from exports.

REL has two business disions; Exports and Retail which accounts for 91%
and 9% of total revenues respectivelyThe company currently is the largest
Ci1T A OAEET AO ET OEA xI1 Ol Ah OAEETEI
located in India and Switzerland. It has a pacity to refine 2,400 tons of gold
per annum. It also has a jewelry manufacturing facility in the southern cities
of Bangalore and Cochin along with Dubai (UAE) with a total capacity of 35
tons per annum.REL is consistently working towards its goal of &ing the first

and the only global company, which would be seamlessly integrated fror
mining to consumer in a sizeable manner. Currently REL is a seamless
integrated company with a small front end and a large middle end of the
operations. REL is workingtowards strengthening its front end operations,

wherein it would be growing its retail presence by increasing the number of
its showrooms globally and by launching an fommerce platform for global

distribution of its product.

It currently prides itself on being recognized for being the largest goldased

product exporter in India. With this premise, the company is rapidly
expanding into retail stores as well, with 82 stores presently. It is aiming tc
expand further with its newly began scheme of Dutfree Shops in Airports,
and Ecommerce platforms that are in rapid development and are to be
segmentally launched in fulscale soon.
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Exports

+ Exported to
various countries
across world

138.1tons

Refining

Sale of Bullion ToBullion & Central
Banks across world

Wholesale

* Sold in India, UAE
- directly to retail
showrooms

921.17 tons

41tons

186.63 tons
E—

+ Largest gold refiner in
the world

Retail
+ Sold directly to
retail consumers
under brand
‘SHUBH Jewellers’

Manufacturing 753tons
* Manufactured jewellery and gold products

146.54 tons Job Work

% Given back after Job Work

Source: Company Presentation

16

The company is a prime beneficiary of secular growth in Indian and Asian gol
and jewelry demand.lt is ranked 495 t on the Fortune Global 500 list of
Companies with revenues in excess of $25 million, and 8 t* for revenues
in India.

Volume - by Segment

FY2018-2019:
775 Tons

u Bullion = Export & Wholesale = Retail

Revenue — by Segment Revenue — by Geography

Far East
Europe 13%

Middle East
FY2018-2019: 1
Rs. 1757631 mn

¥ china
V'
India

North America
u Bullion = Export & Wholesale = Retail 17%

Source: Companyresentation

Significant Growth in Retail

I FOAO EAOET ¢ AOOAAI EOEAA EOOAI £ A«
that began in the year 1985, management decided to foray into the higt
margin, lucrative gold retail business in the year 2010. Siecthen, the store
count has grown at a healthy pace and currently stands at 82 stores, mostly
southern region of India.

Retail business currently contributes 9% to the total revenues, and this i
expected to increase over the next-3 years. The compawy operates under the
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franchisee model in the retail space and has a strong competitive edge beit
the lowest cost gold producer and possessing a curated database of 1 millic
designs in its repertoire. This huge variety means that the company ha
something to offer every customer type who has varied tastes anc
preferences.

yl OAOI O T #/ OEA CAT COAPEEA AEOOOEA
located in southern India which commands almost 48% of the total Indiar
retail market. Management plango increase its presence in other Indian cities
I OAO OEIi A AO EO CAET O i10OA EITOEC
preferences, as well as expand abroad. In thet bhase of three years, the
company plans to expand to 500 retail showrooms in 5 soutimdia states that

have the highest consumption of gold in India. Ther2phase of three years
has plans to add 1,500 retail showrooms in North, East, West & Central Indi
The 39 and 4h phase of three years each is to add 500 showrooms in ne!
geographies across Asia, US & Europe.

Revenue Contribution

1% 4% 14%
20% ' B Others
554 6% Retail

EBITDA Contribution
7% 1%

15%
33% . ' u Others
75% 93% 99% Retail

..Jorefine 1,400 tons of gold and sell 1,200 tons directly to consumers
Source: Company reports

Margin Expansion: High Operating Leverage

The company is currently undergoing a positive mix shift whereby the
proportion of revenue contribution from the high-margin retail business is
increasing. There is very high operating leverage in the business with the
company operating at an EBITDA margin of 2.5%. Hence, a small increase
margins can have a multiplier effect on the net income. The retail busines
commands gross margins in the range of 798% while the exports business
operates at a gross margin of under 2%. Even within the exports segmer
management is targeting to increase the proportion of designer jewelry whicl
carries higher margins. Overall, management targets expanding EBITLC
margins from 2.5% to 2.9% over the next few years.
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Strong Management: 30 Years Track Record

The company is run by the Executive Chairman Rajesh Mehta and his broth
0OOAOGEAT O -AEOAR OEA AITI PATUBO - Al
experience in running this jewelry business, being both actively involved in
the operations of the REL retail segment. In fact, even before the compa
came into existence in 1989, Mr. Rajesh Mehta had been assisting his father
running his small jewelry business. The&eompany has a great track record of
creating shareholder wealth since its listing in the year 1996 as the stock ha
appreciated multi-fold since then. Additionally, the family owns about 54% of
the shares outstanding and has never sold any shares since theO. The
company currently owes zero debtln our conversation with management,
the Chairman reiterated his ambitious growth plans which should
further add shareholder value if successfully executed.

Lowest Cost Manufacturers of Gold in the World

Management claims to be the lowest cost manufacturers of gold in the worl
xEOE OEA x1 O1 A0 1 AOCAOGO cCcil A 1 AT«
tons per annum [TPA] located in the Indian cities of Bangalore and Cochi
along with a facility in Duba (UAE). Over the years, the company ha
developed strong technological knowhow which helps it minimize wastage
which according to management is less than 0.25% compared to 3% for th
industry. Gold waste is also recyclable and produced in small amouraserall,
therein, posing minimum, if not any, environmental or ethical dilemmas. The
company uses stateof-the-art technology to recover gold from air, water and
every other material in its manufacturing unit. The company imports raw
gold which attracts lower import duty and refines it in its own refinery which
helps them keep their costs low as labor is easily available and relativel
inexpensive in India. Management remains on the lookout to further lower its
production costs through vertical integration and business expansion.

All Gold Positions Hedged: No Price and FX Risk

I Al TOAO 1TTTE ETOI OEA ATiIPATUBO !
company receives an export order, it immediately matches the price with its
import order. This eliminates the risk of fluctuation in the gold prices from
the time of receiving an export order to the time of dispatching the finished
product. Additionally, the currency risk is completely hedged at the time the
order is received. The cost of hedging and the credit cost is completely offs
by the interest the company receives onhte deposit with the bank to obtain
the letter of credit required in the import of gold. This process can be bette
understood from the figure below.
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. Buyer
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Ships Jewellery on August 7'",. ‘,.“'. Order one tonne gold jewellery on August 1
Raises inferim invoice based on price on August 7 “‘iﬁ{ 48" Price to be decided on London AM/PM on August 15
Gets payment on August 7 1 Payment in 7 days
Settles the difference on August 15 befween interim and
3 > \ final invoice o~ o J., .

1 k ! A ) y b
K} A { % Makes 263 day FD on ) %
$ v > 4 August 7 at 8% pa H }
| Refinery | { REL } —— | Bank |
3 . % $e—— :

*"\' _‘f - Buys one tonne gold on August 1 on '!‘-.,ﬂ ;’G ISW? LCbased on FD R'-.,x “'ﬁ

) "@w-i‘,’*@ 270 day credit; credit priced "‘f!»iiu o security \."’?‘,,3, -

at 2.25% pa on buying price
- Price matched to London AM/PM on August 15
NO GOLD PRICE RISK

- Currency hedged at 5.5% pa

NO CURRENCY RISK

About 0.1% expenditure for opening LCs and
other purposes

Source: Company Reports

Exports Business 91% of Rev: No Inventory Risk

The jewelry exports buwsiness remains a cash cow for the company an
contributes approximately 91% of revenues. The company currently is the

1 AOCAOGO Ccil1T A OAEET A0 ET OEA xI1 Ol Al
facilities located in India and Switzerland. It has a gacity to refine 2,400

tons of gold per annum.It also has a jewelry manufacturing facility in the
southern cities of Bangalore and Cochin along with Dubai (UAE) with a tote
capacity of 350 tons per annumThe company does not carry any inventory
risk and only processes jewelry upon receipt of an order.

Venturing into the Gold Loan Business

The company plans to venture into the gold loan financing business soc
which should complement its gold retail business, in our view. Managemer
is carefully assesig the market and is expected to take a final decision soor
4EA AT I PATUBO AQGEOOEI ¢ 1 AOx1 OE 1 &
base and a good opportunity to crossell. The gold loan business should hav

Very Low Maintenance CAPX

The company has grown rapidly over the past decade and expects to mainta
a strong growth momentum in the intermediate term. As such, the growtt
CAPX will likely remain at an elevatedevel as the company pursues organic
growth opportunities by rolling out more retail stores [majority are
franchisees which requires limited CAPX from the company at a hopeft
international -level] as well as inorganic growth through M&A [like the
European @ld-refiner Valcambi, the largest in the world at the time,
acquisition which happened mid2015]. However, once a manufacturing unit
is established, the maintenance CAPX requirements are limited at less th:
Rs.20 million per annum.
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Significant Capacity t o Take Care of Demand

At 2400 tons per annum of refining capacity and 350 tons per annum o
manufacturing capacity, the company is positioned to take care of highe
demand for its products. With a longterm vision of secular growth in gold
demand, managemst has expanded its manufacturing capacity over the
years. The capacity utilization has also increased over the years ar
management expects it to further increase going forward driven by increasing
export orders and robust growth in its retail branch network.

Cultural & Demographic Trends Bode Well for Gold

7EOE uvnbk 1T &£ )T AEA8O bPI BbOI AGET T AAI
bode well for domestic gold consumption. India is the largest consumer c
gold in the world. Indian weddings are famous fospending on bridal jewelry,
as well as by those attending the event.

yT AEA OAAI AEIi AA EOO x1 01l A0 OI B cCI
for jewelry hit a four-year high in Q12019 at 125.4 tons according to the IBEI
i )T AEAT " OAT A wNOEOU &1 O1 AAOGEIT T Q8
4.06 bn and imports stood atUS$ 98.17 bn in FY20P (Apet O1 UG p
Government of India has also made the decision to allow 100% FDI into th
sector in India, opening up doors to rapid growth and expansion in the US
35.77 bn household jewelry space in retail. China has also growampidly, and
we believe there is tremendous penup demand and consumer buying power,
AO EEOOI OEAAT T U EAxAT OU xAO AATTA
handed down over the generations, as is the case in India.

For the current year, and accordig to the Business Standardndia's demand
for gold jewelry hit a four-year high in Q1CY19 at 125.4 tons. This, WG
[World Gold Council] said, helped the overall gold demand for jewelry at the
Cili AAl 1 AOAT ETAE 1 AAOI U p yeaf2l18,Hull |
year jewelry demand globally, however, was steady at 2,200 tons. India ar
China contributed majorly, with 598 and 672.5 tons, respectfully). T AE A8
jewelry market is roughly 29%. # EET A8 0O Ci 1 A EAxAI O
hand, isth 1 AOCAOO ET OEA x1 OI A OOAIl
contribution of 29%, at 30% of the total global gold jewelry demand.
Together, India and China are the main drivers of gold jewelry consumptiot
globally with 60% of the consumption derived fromtheir end. This bodes well
for Rajesh Exports as a domestic retailer in their Asian and Middle East expo
businesses, as well as other potential exploits in the European and Americe
regions, as they should see fit.Finally, in our conversations with seeral
Indian jewelers, there is a growing concern about fake diamonds, mainly fron
man-made Russian labs. Some participants feel as many as ortird of
diamonds in India may be fake. Gold may benefit from these diamond
concerns, as the purity and veracit of the yellow metal is both easily
verifiable and authentic.
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Entering New Export Market z Global Footprint

REL is trying to enhance its global footprints and to make effective utilizatior
of spare capacity by way of entering newer export markets.u@rently the
company trades with Middle East, USA, Europe and is looking to increase
presence in these markets as well as enter into newer geographies.

Robust Retail Franchise Model

Retail growth will largely take place via the franchise modelWe think this
format of growth makes sense for the company for several reasons such
risk, capital outlay, managing individual stores in diverse cities, profitability
and ultimately ROI. REL requires franchisees to procure toflier store
locations on their own. As almost all franchisees are already in the retai
jewelry trade, often for decades, they invariably already have preferrec
locations that would be hard to replicate for a newcomer or for REL to set uj
on their own with new stores. Thus the real esate [store] investment risk is
on the franchisee.REL provides the entire inventory, which is typically 35 kgs
of gold jewelry, worth about US$ 1.4 million [Rs. 88 million, or Rs. 8.
crores]. REL will only make this inventory investment with hard collderal in
one of three forms: land, cash, or goldThe company is very clear it will not
take any other form of collateral, and they further require personal guarantees
[such as postdated checks, etc] from the franchisee and immediate famil
members.

With individual franchisees managing their stores, the risk of theft anc
inventory shrinkage is mitigated. Also, franchisees have customel
relationships and a reputation in the local marketplace often going back
couple of generations. The franchisee freesup his entire inventory capital
requirement. Overall, if properly executed, the franchisee model is a wiwin
for all parties. REL targets a ROI of 24%, while it claims franchises have a R
much higher than if they were to go it alone.REL has the beefit of being a
low cost producer which benefits sales and margins, and it also beai
responsibility for overall branding and advertising support.

Recent Results

Positive Rise in Net Profit Despite Economic Headwinds

REL reported positive growth in net profit on a QoQ and YoY basis despite
blip in revenues due to a global economic slowdown and a higher gold prict
Revenues for the fiscal third quarter [ended December] came in at Rs.406 b
down 8% on a YoY basis. Hhwever, the strategy to focus on the sale of higt
margin products by the company is expected to revive growth for the
company in the coming quarters. The surging order book also indicates the
the company will show sustained growth in revenues and profitallity for the
FY03/2020 and beyond [more details below]. For the third quarter, EPS
increased marginally by 0.2% to Rs.10.72 vs. Rs.10.70 in Q3 FY2019, while |
profit also increased by 0.2% fromRs.3.15 bn in Q3 FY2019 to Rs.3.16 bn i
Q3FY2020.The net pofit growth was marginally positive as compared to the
decline in revenues on account of decrease in raw material costs as
percentage of sales leading to an improvement in gross margins for the thir
guarter in a row.
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Order Book Swells by 17% QoQ to Rs.624 bn

At the end of the third quarter ended December, the order book surged b
Rs.90 bn to Rs. 624 bn from Rs. 534 bn at the end of the third quarter ends
September. The rise in the order book by 17% on a sequential QoQ ba:
indicates growth in revenues will sustain in the coming quarters. The
company also expects to receive significant orders for their range of jeweln
from international markets. The Company will be executing orders from its
own manufacturing facility, which is the world's largest jevelry
manufacturing facility. This facility has a processing capacity of 250 tons c
jewelry and gold products per annum. The company is confident of executin
its orders well within the time frame on the back of its expertise, skilled
craftsmen, artisans & its exceptionally strong backward integrated
infrastructure.

The company had introduced new designs in the international markets whict
constitute a new range of jewelry. The company expects further significan
orders for this range of jewelryfrom the international markets. In April 2019
REL had opened its 82nd retail showroom under its brand SHUBI
JEWELLERS at Mangalore. With this launch the company now has 82 Shi
Jewellers showrooms. The company is aggressively planning to launch mo
Shulh Jewellers showrooms in the coming months.

Bangalore Refinery Starting Anytime Soon

During our conversations with management, they mentioned to us that the
company is currently in the final stages of setting up its gold refining facility
in Bangalore ar that the facility should be operational anytime soon. The
DOl AOGAOO AAOGAI T PAA AO OEEO FEAAEIE
business as well as for its domestic business in India. The refinery is expectt
to contribute an additional 5% to 8% of he existing revenues when it reaches
full production. It is expected to reach 100% capacity utilization after one yeal
from the start of commercial production.

The refinery will help the company to further integrate its refining,
manufacturing and expot and retail operations. At the end of the third
NOAOOAOh OEA ATiPATUBO 1T OAAO Al

continues to operate 82 retail jewelry stores in Karnataka under its brand
name Shubh. The company currently is the largest gold refiner the world,

OAEET ETI ¢ 1T OAO oub 1T £ OEA x1 01 AGO

Switzerland. It has a capacity to refine 2,400 tons of gold per annum.

Risks

Current Account Deficit: _Import Controls

Historically and likely going forward, gold has been a great store of value fo
Indians. It has been a good inflation hedge and currency hedge, as gold is

international commodity and local Indian prices reflect Rupee pricing after
conversion from US ddlar prices. However, India continues to run a current
AAAT O1 O ARAZEEAEO +#!$Yh AT A OEA )i

precious stones [such as diamonds] are a large contributagold imports have

increased 54% to approximately $4 bn in April 62019, raising concerns over
OEA AT O1 OOUGO OOAAA AAEEAEO AQOAT A
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AOT 61T A OEA x1 Ol Ah AOPAAEAI T U ET OE
which was not much and fairly under controlled. This is a worrying cacern
amongst Economists who see the rising inflow of Gold into the country to b
creating trade imbalances. However, lower oil prices is seen be a way
controlling this largely on the back of lower import oil prices, any future surge
in the CADcould lead to the import restriction on gold. While any such
restrictions are likely to be temporary and just lead to deferral of revenue, anc
not permanently lost revenue, it could nonetheless impact shoiterm
revenue and profitability.

Expensive Acquisitions

Sometimes companies with ambitious growth targets end up makinc
expensive acquisitions which results in shareholder value destruction in the
long term. The company acquired the retail network of 36 stores from
Oyzterbay in 2008 which did not work out as pe expectations. However, it
did gain insights into the Indian retail market and is currently doing well with

its Shubh retail chain.

Their next acquisition, which occurred in 2015, was the acquisition of Swiss
based Valcambi for USD 400 million. This waxpensive but proved to be very
invaluable for REL in setting it apart from competition as a market leader. I
AT AAT AA OEA OAOAEI AEOEOEITT O1 Ai/
across the entire gold value chain, from refining to processing.

Poor Execution in Retail Business Expansion

The company has a presence in the Indian wholesale jewelry distributior
i ACOEAO &I O OEA PAOO om UAAOO xEEAL
track record and execution skills. However, the retail jewelry busess has its
own set of dynamics which management needs to keep in mind whil
expanding in this space. A failure to be on top of changes in fashion a
AOOOT T AOO OAOOAOG AT A POAEAOAT AAO &
value.

Decline in Deman d for Gold Jewelry Going Forward

I AAAT ETA ET OEA AATATA A O CilA |
revenues and earnings going forward. While gold jewelry has stood the te:
of time, there is undeniably a fashion element to it which might result in
substitution from other precious stones like diamond. Additionally, an ever
increasing price of gold raises the question of affordability and might result in
people favoring imitation jewelry products which is more popular in the
western countries.

Labor Issues/Strikes

While the company continues to automate its production process, jewelry
manufacturing business in India is still labor intensive and are prone tc
disruptions caused due to timel ££6 0 AT A OOOEEAOS

any major labor issues at the company, it anetheless remains a risk and
i ECEO EIi PAAO OEA Al i PATUBO AAEIEO
manner.
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Loss of Key Export Clients

A failure to meet timely delivery deadline or quality standards might result in
the loss of key export clients vkich will negatively impact profitability and
share price.

Management Bio

Rajesh Mehta, Chairman

Mr. Rajesh Mehta is the executive chairman of REL Ltd. Mr. Mehta waded ir
the world of business in his teens by helping out his father who was selling
artificial gems to jewelers. He had ssbb OEA AT O1 OOUS
manufacturing facility in 1989 at Bangalore. He is responsible for the overal
functioning of the company, in addition to being specifically irtharge of

finance and marketing functions He has an experience of over 30 years in th
functioning and management of the jewelry trade and has travelec
extensively within India and abroad for establishing a strong network in the
industry. In addition to his post as executive chairman of REL, iea member

of the Export Trade Advisory Committee of the Bangalore Jeweller
Association. He is also the president of the Karnataka Jewelry Expor
I OOT AEAOET T 8 (A xAO 1 EOOAA ET &l
in 2014.

Prashant Mehta, Man aging Director

Prashant Mehta is the Managing Director of the company. He is in charge
the dayto-day functioning of the company and holds specific charge of th
production unit of REL. He has over 30 years of experience in the jewel
business and is ecognized as an authority in the production of gold jewelry

Gold Industry Review

Gems & Jewelry Sector of India - Overview

The Gems and Jewellery sector plays a significant role in the Indian econorr
AT T OOEAQOOET C AOIT OT A xpb 1 £10BHA AKIA
merchandise exports. It also employs over 4.64 million workers and is
expected to employ 8.23 million by 2022. One of the fastest growing sector

it is extremely export oriented and labor intensive.

Based on its potential for growth and alue addition, the Government of India
has declared the Gems and Jewellery sector as a focus area for exp
promotion. The Government has recently undertaken various measures t
poi i1 OA ET OGAOGOI AT 66 AT A OI ODPCOAARA
INAEAS ET OEA ET OAOT AOGEIT AT [ AOEAOS

India is deemed to be the hub of the global jewelry market because of its lo
costs and availability of highROEET 1T AA 1 AAT 08 )1 AEA
and polishing centre for diamonds, with the cutting and po$hing industry
being well supported by government policies. Moreover, India exports 75 pe
AAT O T &£ OEA xI1 Ol A0 Pi1EOEAA AEAI
Jewellery Export Promotion Council (GJEPC). India's Gems and Jewell
sector has been cotributing in a big way to the country's foreign exchange
earnings (FEEs). The Government of India has viewed the sector as a thrt

11
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area for export promotion. The Indian government presently allows 100%
Foreign Direct Investment (FDI) in the sector throughhe automatic route.

Market size

YT AEABO CAI O AT A EAxAT OU OAAOI O EC
29 per cent to the global jewelry consumption. The sector is home to mor
than 300,000 gems and jewelry players. Its market size will grow by US
103.06 bn during 20192023. INAEAS O AAIT AT A A1 O CI 1
2018 and 372 tons in first half of 2019. India's gems and jewelry exports stoou
AO 53A puys8tw AT ET &9¢m0o jOEIT [/

period, exports of cut and polished diamonds stood at US®.24 bn, thereby
contributing about 73.42% of the total gems and jewelry exports in value
terms. Exports of gold coins and medallions stood at US$ 617 million an
silver jewelry exports stood at US$ 737.74 million between ApriDctober

2019. India is one d the largest exporters of gems and jewelry and the
industry is considered to play a vital role in the Indian economy as i
contributes a major chunk to the total foreign reserves of the country. The
Goods and Services Tax (GST) and monsoon will steer lAdd O CT 1 A
going forward.

Global Supply Statistics for Gold

- Quarterly - Demand
Tonne: S8z

Mine Production  Net Producer Hedging Recycled Gold SEBMAGold Price (USS/oz)

Data as of 31 December, 2019

Sources: ICE Benchmark Administration, Metals Focus, Refinitiv GFMS, World Gold Council;

Global Demand Statistics for Gold

o Bl <o o sor [

Jewellery Technology Investment | Central Banks SEBMA Gold Price (USSioz)

Data as of 31 December, 2019

Sources: ICE Benchmark Administration, Metals Focus, Refinitiv GFMS, World Gold Council;
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5-year Price Chart

RIJEX IN INR C 608.85 +10.35 W, ot 608.85 /619.00 873 x5
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Line Chart

M Last Price 608.85
High on 01/16/18 849.71
Average 604.06
Low on 03/31/15 193.42

M Volume 0.113M

Gold 5 Year Price Chart

XAU CMPL T YT e 1471.74 /1473.41
Op 1488.40 Hi 1502.82 Lo 1465.34 Close 1488.38 Value 03/23/20

AL 9:16

XAU CMPL Curnc 95) Compare 96) Actions ~ 9/ Edit ~
02/21/2015|=4 03/19,/2020|=l CMPL Local CCY [B3 Mov Avgs Key Events
2¥ 3¥ 5Y YID 1Y 10¥ 20¥ Max Daily v == 1t - Table << aw Chart Content k=3

Track Annotate News Zoom

Line Chart

M Last Price 1472.57
High on 02/24/20 1674.57
Average 1281.52
Low on 12/17/15 1053.03
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Demand and S upply: Gold Statistics

Tonnes US$loz
5,000 1,700

1,600
4,000

1,500
3,000
1,400
2,000

1,300

1,000
1,200

2010 2011 2012 2013 2014 2015 2018 2017 2018

Jewellery Technology Investment | Central Banks “LBMA Gold Price (US$/oz)

Source: World Gold Council

Quarterly official gold reserves by Country

%

Q1'00 Q2'01 Q3'02 Q4'03 Q105 Q2'06 Q307 Q4'08 Q1110 Q21 Q312 Q4'13 Q1115 Q2'16 Q37 Q418

— o~ T T

China 0 India Q Mexico O Russian Federation 0 Turkey 0

Source: World Gold Council
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Revenue

yly

a/q

Cost of Revenue

Gross Profit

Gross margin (%)

Other Operating Revenue

as a % of sales

Selling, General & Admin Expense
as a % of sales

Other Operating expenses

as a % of sales

Operating Income

yly

a/q

Operating margin (%)

Interest Expense

Interest income

Equity in (losses)income of affiliates
Other recurring (expenses)/income
Amortization of intangibles
Goodwill impairment

Other non recurring (expenses) income

Pretax Income (reported)
yly
Pretax Income (adjusted)
yly

-Income Tax Expense
effective tax rate (%)

- Minority Interests
Income Before XO Items
yly _

- Extraordinary Loss Net of Tax
Net Income (reported)
yly
Exceptional (L)G
Net Income (adjusted)
yly
a/q
Basic EPS (reported)
Basic EPS (adjusted)

Basic Weighted Avg Shares

Diluted EPS (reported)

yly

Diluted EPS (adjusted)

yly

a/q

Diluted Weighted Avg Shares

295.25

13.52
34.5%
13.52
34.5%
8.1%
295.25

533,758
2.4%
21.5%
528,114
5,643.7
1.06%
152
0.03%
-1,271.5
0.2%
0.0
0.0%
4,524.2
-8.1%
-19.1%

295.25

10.66
5.6%
10.66
5.6%
-21.1%
295.25

295.25

10.70
4.8%
10.70
4.8%
0.4%
295.25

295.25

8.89
-28.9%
8.89
-28.9%
-16.9%
295.25

406,190
-7.5%
17.9%

-401,828
4,362.0
1.07%
35
0.01%
-1,238.0
0.30%
0.0
0.0%
3,158.9
-43.5%
5.7%

295.25

10.23
-24.4%
10.23
-24.4%
15.1%
295.25
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668,274
25.2%
64.5%

-663,570
4,703.2
0.70%

8
0.00%

-1,279.4

0.19%
0.0
0.0%
3,432.2
-24.1%
8.6%

295.25

10.69
0.2%
10.69
0.2%
4.5%
295.25

406,011
-7.8%
-39.2%
-401,367
4,644.2
1.14%
8
0.00%
-1,322.8
0.33%
0.0
0.0%
3,328.9
-24.4%
-3.0%

295.25

10.72
0.2%
10.72
0.2%
0.3%
295.25

378,876
10.0%
6.7%

-374,027
4,849.6
1.28%
7
0.00%
-719.9
0.2%
0.0
0.0%
4,136.8
23.5%
24.3%

295.25

13.03
46.6%
13.03
46.6%
21.6%
295.25



Revenue
yly
a/q
Cost of Revenue
Gross Profit
Grossnargin (%)
Other Operating Revenue
as a % of sales
Selling, General & Admin Expense
as &% of sales
Other Operating expenses
as a % of sales
Operating Income
yly
ald
Operating margin (%)
Interest Expense
Interest income
Equity in (losses)income of affiliates
Other recurring (expenses)/income
Amortization of intangibles
Goodwill impairment
Other non recurring (expenses) incon
Pretax Income (reported)
yly
Pretax Income (adjusted)
yly
-Income Tax Expense
effective tax rate (%)
- Minority Interests
Income Before XO ltems
yly
- Extraordinary Loss Net of Tax
Net Income (reported)
yly
Exceptional (L)G
Net Income (adjusted)
yly
a/q
Basic EPS (reported)
Basic EPS (adjusted)

Basic Weighted Avg Shares

Diluted EPS (reported)

yly

Diluted EPS (adjusted)

yly

a/q

Diluted Weighted Avg Shares

1,652,114
227.4%

-1,631,51C
20,604.1
1.2%
90
0.01%
-3,796.0
0.2%
0.0
0.0%
16,898.2
40.3%

295.25

36.21
63.2%
36.21
63.2%

295.25

2,421,32C
46.6%

-2,400,79¢
20,526.9
0.85%
471
0.02%
-3,665.3
0.2%
0.0
0.0%
17,333.0
2.6%

295.25

42.20
16.5%
42.20
16.5%

295.25

1,876,855
-22.5%

-1,854,172
22,681.2
1.21%
620
0.03%
-4,518.0
0.2%
0.0
0.0%
18,783.2
8.4%

295.25

42.87
1.6%
42.87
1.6%

295.25

1,757,631
-6.4%

-1,735,225
22,406
1.27%
675
0.04%
(5,207)
0.3%
0.0
0.0%
17,874.5
4.8%

295.25

43.77
2.1%
43.77
2.1%

295.25

1,859,352
5.8%

-1,840,792
18,558.9
1.00%
58
0.00%
-4,560.1
0.2%
0.0
0.0%
14,056.8
-21.4%

295.25

44.66
2.0%
44.66
2.0%

295.25

2,008,100
8.0%

-1,982,998
25,101.2
1.25%
63
0.00%
-4,974.1
0.2%
0.0
0.0%
20,189.7
43.6%

295.25

50.64
13.4%
50.64
13.4%

295.25

2,208,91C
10.0%

-2,180,74¢€
28,163.6
1.28%
69
0.00%
5,471.5
0.2%
0.0
0.0%
22,760.9
12.7%

295.25

58.81
16.1%
58.80
16.1%

295.25

16

Evaluateresearch.cor

2,407,712
9.0%

-2,376,39¢
31,312.3
1.30%
75
0.00%
-5,964.0
0.2%
0.0
0.0%
25,423.3
11.7%

295.25

67.27
14.4%
67.26
14.4%

295.25

2,591,901
7.7%

-2,557,52C
34,381.8
1.33%
81
0.00%
-6,420.2
0.2%
0.0
0.0%
28,042.4
10.3%

295.25

75.59
12.4%
75.58
12.4%

295.25

8.1%

9.4%

12.1%

12.1%

11.5%

11.5%

11.5%

11.5%

11.5%



Assets
+ Cash & Near Cash Items
+ ShorfTerm Investments
+ Accounts & Notes Receivable
+ Inventories
+ Other Current Assets
Total Current Assets
+ Longrerm Investments
+ Gross Fixed Assets
- Accumulated Depreciation
+ Net Fixed Assets
+ Other LoABerm Assets
+ Goodwill & other Intangible Assets
Total Longrerm Assets

Total Assets

Liabilities & Shareholders' Equity

+ Accounts Payable

+ ShorfTerm Borrowings

+ OtheBhorTerm Liabilities
Total Current Liabilities

+ Longrerm Borrowings

+ Other LorBerm Liabilities
Total Liabilities

+ Total Preferred Equity

+ Share Capital & APIC

+ Retained Earnings & Other Equity
Total Shareholders' Equity

+ Minority Interest
Total Liabilities & Equity

123,755
48,896
9,926
4,336
186,913
9,003
8,774
-1,765
7,009

8
6,479
22,499.1
209,412.5

108,533
45,940
2,005
156,478.2
0.0
5,102.5
161,580.7
0.0
295
47,537
47,832.2
0.0
209,412.€

148,402
50,199
11,628

8,606

218,834

9,191
9,127
2,415
6,712
424
6,156
22,483.5
241,317.€

121,519
55,522
657
177,699.1
3,497.8
3,745.7
184,942.¢
0.0
295
56,080
56,375.0
0.0
241,317.€

144,696
39,926
17,220

9,762

211,603

10,198
9,886
-3,094
6,792
605
6,387
23,982.5
235,585

71,699
87,172
1,419
160,289.5
2,441.7
3,934.6
166,665.€

0.0

295
68,390
68,685.4

0.0
235,351.2

148,688
54,851
46,000
10,916

260,455
10,876
10,597
-3,838

6,759
605
6,613
24,853.2
285,307.¢

134,665
61,984
968
197,617.4
2,441.7
3,934.6
203,993.8
0.0
295
81,019
81,314.2
0.0
285,307.S

143,260
44,642
14,320
10,916

213,138
10,876
11,349
-4,910

6,438
605
6,613
24532.8
237,670.€

74,136
61,984
968
137,088.1
2,441.7
3,934.6
143,464.5
0.0
295
93,911
94,206.2
0.0
237,670.7

157,682
48,213
15,426
10,916

232,237
10,876
12,161
-6,036

6,125
605
6,613
24,218.9
256,456.2

78,266
61,984
968
141,218.1
2,441.7
3,934.6
147,594 4
0.0
295
108,566
108,861.7
0.0
256,456.2
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174,762
53,035
16,964
10,916

255,676
10,876
13,054
-7,218

5,836
605
6,613
23,930.0
279,606.2

84,349
61,984
968
147,301.4
2,441.7
3,934.6
153,677.€
0.0
295
125,633
125,928.4
0.0
279,606.2

192,788
57,808
18,486
10,916

279,997
10,876
14,027
-7,218

6,809
605
6,613
24,903.6
304,901.C

90,079
61,984
968
153,030.€
2,441.7
3,934.6
159,407.2
0.0
295
145,197
145,491.8
0.0
304,90D

212,858
62,230
19,895
10,916

305,899
10,876
15,075
-7,218

7,857
605
6,613
25,951.7
331,851.1

95,005
61,984
968
157,957 4
2,441.7
3,934.6
164,333.€
0.0
295
167,216
167,511.2
0.0
331,851



+ Net Income

+ Depreciation & Amortization

+ Other NeBashAdjustments

+ Changes in Working Capital
Cash From Operating Activities

+ Disposal of Fixed Assets

+ Capital Expenditures

+ Increase in Investments

+ Decrease in Investments

+ Other Investing Activities
Cash From Investing Activities

+Dividends Paid

+ Change in Shogrm Borrowings

+ Increase in Lehgrm Borrowing

+Decrease in Letegm Borrowing

+ Increase in Capital Stocks

+ Decrease in Capital Stocks

+ Other Financing Activities
Cash from Financing Activities
Net Changes in Cash
Opening cash

Closing cash

11,080.5
790.0
10,339.1
-1,510.6
20,699.0
0.0
-11,636.6
-7,802.9
0.9
0.0
-19,438.6
-355.4
6,034.3
0.0
1,480.7
0.0
0.0
-5,776.7
1,382.9

2,643.3

12,459.0
650.0
0.0
4,364.8
17,473.8
0.0
242.1
-603.5
0.0
322.3
523.3
-295.3
9,582.5
3,497.8
0.0
0.0
0.0
0.0
12,785.0

29,735.5

12,657.9
679.9
0.0
-45,534.4
-32,196.6
0.0
-758.9
-1,188.8
0.0
-231.2
-2,179.0
-295.3
31,649.6
-1,056.1
0.0
0.0
0.0
136.8
30,435.1
-3,940.6
148,402.C

144,461.4

12,924.0
743.5
0.0
17,656.6
31,324.0
0.0
-710.7
-678.0
0.0
-225.4
-1,614.1
-295.3
-25,187.7
0.0
0.0
0.0
0.0
0.0
-25,483.0
4,227.0
144,461.4

148,688.4

13,187.3
1,072.2
0.0
-18,640.4
-4,380.8
0.0
-751.9
0.0
0.0
0.0
-751.9
-295.3
0.0
0.0
0.0
0.0
0.0
0.0
-295.3
5,427.9
148,688.4

143,260.5

14,950.8
1,125.8
0.0
547.7
15,528.9
0.0
-812.0
0.0
0.0
0.0
-812.0
-295.3
0.0
0.0
0.0
0.0
0.0
0.0
-295.3
14,421.7
143,260.5

157,682.2
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17,361.9
1,182.1
0.0
-276.2
18,267.8
0.0
-893.2
0.0
0.0
0.0
-893.2
-295.3
0.0
0.0
0.0
0.0
0.0
0.0
-295.3
17,079.4
157,682.2

174,761.5

19,858.7
0.0
0.0
-565.8
19,292.9
1.0
973.6
0.0
1.0
0.0
971.6
-295.3
0.0
0.0
0.0
0.0
0.0
0.0
-295.3
18,026.1
174,761.5

192,787.€

22,314.7

0.0

0.0
-904.7
21,410.1

2.0
-1,048.1

0.0

2.0

0.0
-1,044.1
-295.3

0.0

0.0

0.0

0.0

0.0

0.0

-295.3
20,070.7
192,787.€

212,858.4



Growth Ratios % (YoY)

Revenue 227.4%
Operating Income 40.3%
Net income adjusted 63.2%
Diluted EPS adjusted 63%

46.6%
2.6%
16.5%
17%

-22.5%
8.4%
1.6%

2%

-6.4%
-4.8%
2.1%
2%

5.8% 8.0%
-21.4% 43.6%
2.0% 13.4%
2% 13%

10.0%
12.7%
16.1%

16%

9.0%
11.7%
14.4%

14%

7.7%
10.3%
12.4%

12%

Basic EPS (adjusted) 36.2
Diluted EPS (adjusted) 36.2
Dividend per share (DPS) 1.0
Book Value per share (BVPS) 140.1

42.2
42.2
1.0
170.1

42.9
42.9
1.0
211.0

43.8
43.8
1.0
253.0

44.7 50.6
44.7 50.6

1.0 1.0
296.7 346.3

58.8
58.8
1.0
404.1

67.3
67.3
1.0
470.4

75.6
75.6
1.0
545.0

Gross Margin 1.25%
Operating Margin 1.02%
EBITDA Margin 1.07%
PreTax Margin (adjusted) 0.67%
Net Income Margin (adjusted) 0.65%

Return Ratios

Dupont ROE (%) 22.3%
Margin (%) 0.6%
Turnover (x) 7.9
Leverage (x) 4.4
Return on Assets 5.1%
Return on Capital Employed 31.9%
Return on Invested Capital 11.4%

FCF Calculation

Op. cash 20,699.0
capex -11,636.6
FCF (INR million) 9,062.4
FCF margin (%) 0.5%
FCF per share 30.69
Price/FCF per share 23.49
FCF Yield 4.3%
Net Cash calculation

Cash + short term investments 123,754.¢
Less: long term debt + ST debt -45,939.9
Net Cash 77,815.0
Net cash per share 263.6

0.85%
0.72%
0.74%
0.54%
0.51%

22.1%
0.5%
10.0
4.3

5.2%
27.2%
10.8%

17,473.8
-242.1
17,231.7
0.7%
58.36
12.35
8.1%

148,402.C
-59,020.2
89,381.8
302.7

1.21%
1.00%
1.04%
0.71%
0.67%

18.4%
0.7%
8.0
3.4

5.4%
24.9%
8.0%

-32,196.6
-758.9
-32,955.6
-1.8%
-111.62
-6.46
-15.5%

144,695.5
-89,613.7
55,081.8
186.6

1.27%
1.02%
1.06%
0.77%
0.74%

15.9%
0.7%
6.2
3.5

4.5%
20.4%
8.9%

31,324.0
-710.7
30,613.3
1.7%
103.69
6.95
14.4%

148,688.4
-64,426.0
84,262.4
285.4

1.00% 1.25%
0.76% 1.01%
0.81% 1.06%
0.76% 0.79%
0.71% 0.74%
14.0% 13.7%

0.7% 0.7%
7.8 7.8

25 2.4
5.5% 5.8%
14.0% 17.5%
8.3% 8.6%
-4,380.8 15,528.9
-751.9 812.0
5,132.7 14,716.9
0.3% 0.7%
-17.38 49.85
-41.47 14.46
-2.4% 6.9%
143,260.5 157,682.2
-64,426.0 -64,426.0
78,834.5 93,256.2
267.0 315.9
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1.28%
1.03%
1.08%
0.84%
0.79%

13.8%
0.8%
7.9
2.2

6.2%
17.2%
9.1%

18,267.8
-893.2
17,374.6
0.8%
58.85
12.25
8.2%

174,761.5
-64,426.0
110,335.5

373.7

1.30%
1.06%
1.06%
0.88%
0.82%

13.6%
0.8%
7.9
2.1

6.5%
16.7%
9.5%

19,292.9
-973.6
18,319.3
0.8%
62.05
11.62
8.6%

192,787.€
-64,426.0
128,361.€

434.8

1.33%
1.08%
1.08%
0.92%
0.86%

13.3%
0.9%
7.8
2.0

6.7%
16.1%
9.6%

21,410.1

-1,048.1

20,362.0
0.8%
68.97
10.45
9.6%

212,858.4
-64,426.0
148,432.4

502.7



P/B 431 3.56 3.51 2.41
P/E 16.68 14.36 17.26 1391
P/S 0.11 0.07 0.12 0.10
EV/sales 0.06 0.04 0.09 0.05
EV/EBITDA 5.68 4.98 8.40 5.13
EV/EBIT 5.95 5.17 8.70 5.35
EV/FCF 11.09 5.20 -4.96 3.12
Dividend Yield (%) 0.16% 0.16% 0.16% 0.16%
Div payout on FCF 3.3% 1.7% -0.9% 1.0%

Receivable days (DSO) 9 7 9 9
Inventory days (DIO) 2 2 3 3
Payables days (DPO) 22 17 19 15
Current ratio 1.2 1.2 13 13
Quick ratio 1.1 1.2 1.2 11
Working capital -47380 -51745 -6210 -23867
Cash conversion cycle -11 -8 -7 -3

Debt / equity 96% 105% 130% 79%
Net cash (debt) / equity 163% 159% 80% 104%
Net cash (debt) / mkt cap 43% 50% 31% 47%
Net cash (debt) / capital 83% 77% 35% 58%

Earnings QualitiRatios

Net operating assets/liab [NOA] -29983 -33007 13838 -2948
Average NOA -37643 -31495 -9585 5445
B/S accrual ratio -0.41 0.10 -4.89 -3.08
CF accurugtio -0.25 0.14 -4.91 -3.08

Market Cap. 178,331 178,922 218,485 179,807
+ Minority Interest 0 0 0 0

+Total Debt (ST & LT Debt) 45,940 59,020 89,614 64,426
- Cash & Equivalents 123,755 148,402 144,696 148,688
Enterprise Value 100,516 89,540 163,403 95,545

2.05 1.76
13.63 12.03
0.10 0.09
0.05 0.05
6.32 4.48
6.80 4.73
-18.62 6.49
0.16% 0.16%
-5.8% 2.0%

9 9

3 3

15 14
1.6 1.6
15 15
-5226 -4679
-3 -3

68% 59%
84% 86%
44% 52%
50% 54%
15372 15606
6212 15489
2.95 0.02
2.95 0.02
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151
10.36
0.08
0.04
3.99
4.20
5.50
0.16%
1.7%

4402

51%
88%
61%
58%

15593
15599
0.00
0.00

1.29
9.05
0.07
0.04
3.76
3.76
5.22
0.16%
1.6%

-3837

44%
88%
71%
61%

17132
16363
0.09
0.09

1.12
8.06
0.07

3.41
3.41
4.69
0.16%
1.5%

-2932

38%
89%
83%
64%

19085
18109
0.11
0.11



DCF model 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E
EBIT 3,464 6,047 7,575 7,486 12,043 16,898 17,333 18,783 17,875 14,057 20,190 22,761 25,423 28,042 27,674 28,919 30,091
% growth 0% 75% 25% -1% 61% 40% 3% 8% -5% -21% 44% 13% 12% 10% -1% 4% 4%
Taxes @ 7.7% 4.5% 7.6% 11.5% 9.8% 3.9% 4.4% 57% 4.0% 6.2% 6.2% 6.2% 62% 62% 7.4% 8.9% 10.7%
EBIAT 3,196 5,775 7,002 6,628 10,864 16,243 16,573 17,721 17,165 13,187 18,941 21,353 23,851 26,308 25,620 26,344 26,874
% growth 0% 81% 21% -5% 64% 50% 2% 7% -3% -23% 44% 13% 12% 10% -3% 3% 2%
+ D&A 20 21 21 164 622 788 650 680 743 1,072 1,126 1,182 0 0 1,381 1,444 1,502
- Capital expenditures -27 -18 -7 -1,155 -1,575 -11,637 -242 -759 -711 -7152 -812 -893 974 -1,048 -1,291 -1,349 -1,403
- Change in net WC 2,437 -10,942 21,428 -32,236 33,190 -1,511 4,365 45,534 17,657 -18,640 -548 276 -566 -905 -502 -432 -369
Free Cash Flow to Fir 5,626 -5,164 28,443 -26,598 43,100 3,884 21,346 27,892 34,855 5,133 18,707 21,366 22,311 24,355 25,209 26,006 26,604
FCY yly growth -192% -651% -194% -262% -91% 450% -231% -225% -115% -464% 14% 4% 9% 4% 3% 2%
Value per Share
Cost of capital WACC 13.0%

Terminal Growth 11.0% 12.0% 13.0% 14.0% 15.0% PV of Free Cash Flc 106,208

2.5% 1,005 914 841 781 731 PV of Terminal Valu 91,808

2.8% 1,022 927 851 788 736 Add: Net Cash 55,082

3.0% 1,034 936 _ 793 740 Total Equity Value 253,098

3.3% 1,053 950 868 802 747 Shares outstanding 295.25

3.5% 1,067 960 875 807 751 DCF value 857

21

Evaluateresearch.cor



Disclaimer

Evaluate Research provides institutional equity research on global public mid -
cap companies. All information used in the publication of this report has been
compiled from publicly available sources that are believed to be reliable; and
we do not seek insid er information for writing this report. Opinions, estimates
and projections in this report constitute the current judgment of the analyst(s)
as on the date of this report. It is not guaranteed as to accuracy, nor is it a
complete statement, of the financi al products, securities, or markets referred
to. Opinions are subject to change without notice. To the extent permitted by
law, Evaluate does not accept any liability arising from the use of information

in this report.

This document is provided for info rmation purposes only, and is not a
solicitation or inducement to buy, sell, subscribe, or underwrite securities or
units. Evaluate does not make individually tailored investment
recommendations. Any valuation given in a research note is the theoretical
result of a study of a range of possible outcomes, and not a forecast of a likely
share price. The securities, issuances or investment strategies discussed in this
report may not be suitable for all investors. Investments involve many risk and
potential loss of capital. Past performance is not necessarily indicative of future
results. Evaluate may publish further update notes on these
securities/companies but has no scheduled commitment and may cease to follow
these securities/companies as may be decided by t he research management.

The companies or funds covered in this research may pay us a fee in order for
this research to be made available. Any fees are paid upfront without recourse.
Evaluate and its analysts are free to issue any opinion on the security o r
issuance. Evaluate seeks to comply with the CFA Institute Standards as well

as NIRI Guidelines (National Investor Relations Institute, USA) for all conduct,
research and dissemination of research, particularly governing independence

in issuer commissione d research.

Forward -looking information or statements in this report contain information
that is based on assumptions, forecasts and estimates of future results, and
therefore involve known and unknown risks or uncertainties which may cause
the actual res ults, performance or achievements of their subject matter to be
materially different from the current expectations.

Evaluate makes an effort to use reliable, comprehensive information, but
makes no representation that this information is accurate or compl ete.
Evaluate is under no obligation to update or keep current the information
contained herein. The compensation of the analyst who prepares any Evaluate
research report is determined excl usi
management.

Evaluate Research Ltd. does not conduct any investment banking, stock
brokerage or money management business and accordingly does not itself hold
any positions in the securities ment.i
directors, affiliates, and employees may hav e a position in any or related
securities mentioned in this report at an appropriate time period after the
report has already been disseminated, and in compliance with all CFA Institute
Standards.

No part of this report may be reproduced or published with  out the prior written
consent from Evaluate Research Ltd. Please cite the source when quoting.

Copyright 2015 Evaluate Research Limited. All rights reserved.
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