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Price Band Recommend

Motisons Jewellers Ltd

IPO Meet Note Rs.52-55 SUBSCRIBE for long term

Regional jewellery player at reasonable valuation

Company Overview:
e Motisons Jewellers Ltd is a Jewellery retail player with a history of >2 decades in the jewellery industry.

Company’s jewellery business includes the sale of jewellery made of gold, diamond, kundan and sale of other
jewellery products that include pearl, silver, platinum, precious, semi-precious stones and other metals. Additional-
ly, company also sells gold and silver coins, utensils and other artifacts.

Company commenced their business through a partnership firm 'M/s Motisons Jewellers' in 1997 which was subse-
guently converted into public limited company in 2011 and currently have presence across multiple prominent lo-
cations in Jaipur, Rajasthan.

Company started their jewellery business in 1997 with a single showroom in Jaipur, Rajasthan. Since then, they
have expanded network of showrooms and the product portfolio and currently operate 4 showrooms under the
“Motisons” brand, located across the city of Jaipur, Rajasthan.

In addition to selling products at their showrooms, they also sell their products through their online platform.

Company primarily source finished jewellery from third party suppliers located across India. This includes all types
of jewellery made of gold, diamond, and other precious and semi-precious stones. Additionally, to cater to the in-
creasing demand in the market, company also engages artisans on job work basis and have their own manufactur-
ing facilities located in Jaipur, Rajasthan for diamond and gem stone studded jewellery.

Company’s product portfolio comprises over 3,00,000+ jewellery designs, including a wide range of gold, diamond
and other jewellery products across different price points.

Valuation and Outlook: At the upper price band of Rs 55, the IPO is priced at 24.4x FY23 PE i.e. 24% discount to its
industry peers. Motisons jewellers is regional player with a solid track record of two decades. The company offers
~300k designs in gold, diamond and other jewellery across different price points. The growth in Indian jewellery has
is being driven by rising middle class population and sharp increase in disposable income amongst youth. Motisons
has grown its revenue/Ebitda/pat at a CAGR of 31%/26%/51% respectively over FY21-23. The company has a healthy
operating margin v/s peers albeit is weak in parameters like Inventory days, WC days and leverage ratios. Motisons
underperformances the industry average. Additionally, partial repayment of debt is a key positive for the company.
We assign a SUBSCRIBE for long term rating to the IPO.
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Indsec Research is also available on www.indsec.com and Bloomberg RESP_ISFL <GO>, Thomson Reuters, Factset and Bluematrix
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Motisons Jewellers Ltd

key financial summary Pre-issue and post-issue holding structure
Financial summary (Rs. mn) Fy21 FY22 FY23 Q1FY24 Pre-issue Post-issue*
Revenue 2,130 3,143 3,662 867 Shareholding pattern Holding (%) Holding (%)
Ebitda 311 386 490 126 Promoter & ) )
Ebitda margin 14.6% 12.3% 13.4%  14.5% Promoter Group 9L.5% 66.0%
PAT 97 148 222 55 .

Public 8.5% 34.0%
PAT Margin 4.5% 4.7% 6.1% 6.3%

[0) 0,
ROE 9.6% 12.8% 16.2% 3.8% Total 100.0% 100.0%
* At upper price band

Key Risk:

. Dependence on third parties Suppliers: Company is heavily dependent on third parties for supplying their products. Company procured 99.84% during
Q1FY24 from third party suppliers and their network of job workers. Company doesn't have do not have specific written agreements with such suppliers of
finished goods and raw materials and job-workers.

o Promoter backed debt: Company has availed unsecured loans from the promoters and members of promoter group carrying 11.60% Average Rate of Inter-
est and secured loans from scheduled commercial banks and Fls carrying 8.58% Average Rate of Interest. As of 1QFY24 the loan from promoter to company
amounted to Rs. 1079.6 mn or 65% of the total debt.

o Regional concentration: All of the four (4) showrooms are in one geography namely Jaipur, Rajasthan. Any adverse development affecting such a region
may have an adverse effect on their business.

o High WC intensity: Company have significant working capital requirements which are funded through debt, for the period June 30, 2023 that was 53% of
the total debt.

o High inventory days: Company holds significant inventory as a % to revenue, in Q1FY24 that was 381.31%, while the inventory days for that period was 471
days which is substantial when compared to peers. High inventory holdings and inventory turnover days will affect their ability to respond to changes in
consumer demands and market trends in a timely manner, which may impact our operations adversely.

. Litigation history: Promoters, Mr. Sanjay Chhabra and Mr. Sandeep Chhabra, in past, were involved in proceedings initiated by investigation agency in rela-
tion to betting in the cricket matches of Indian Premier League. Though they have been duly discharged. Additionally In the past, two of the company Pro-
moters, Sanjay Chhabra and Sandeep Chhabra and eight (8) of the Promoter Group Members have contravened the provisions of the SEBI Act and Regula-
tions made thereunder for which SEBI imposed penalties

Source: RHP Page 2
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Motisons Jewellers Ltd
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Category FY 2021 FY 2022 FY 2023 Q1FY24

(A) Manufacturing Sales

- Diamond & Gem Stone Studded Jewellery 0.14% 0.77% 0.00% 0.00%

-Gold Jewellery 3.33% 5.59% 7.50% 0.50%

-Silver jewellery and articles 3.40% 3.24% 4.96% 4.53%

Total (A) 6.87% 9.60% 12.46% 5.03%

B) Trading Sales

-Gold Jewellery 76.53% 74.96% 74.57% 80.26%

-Diamond and Gem Stone Studded Jewellery 10.88% 10.55% 9.23% 11.49%

-Silver jewellery and articles 5.35% 4.60% 3.48% 3.12%

-Diamond and other stones 0.36% 0.30% 0.26% 0.10%

Total (B) 93.12% 90.41% 87.54% 94.97%

Job work Income 0.02% 0.00% 0.00% 0.00%

Company Name P/E Revenue EBITDA Ebitda Margin {0]3 D/E Inventory Turnover days
Motisons Jewellers Ltd 24.39 3662 490 13.38% 16.15% 1.2 364
Goldiam International Limited 27.55 3034 720 23.72% 20.90% 0.0 46
DP Abhushan Limited 29.09 19751 786 3.98% 25.03% 0.6 69
Thangamayil Jewellery Limited 24.08 31526 1563 4.96% 20.51% 2.0 111

Renaissance Global Ltd 48.00 13548 595 4.39% 3.68% 0.9 131

Source: RHP
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INDSEC Rating Distribution

BUY : Expected total return of over 15% within the next 12-18 months.

HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.
NEUTRAL: No investment opinion, stock under review.

Note: Considering the current pandemic situation, the duration for the price target may vary depending on how the macro scenario plays out. Therefore, the duration which has been mentioned as a period of 12-18
months for upside/downside target may be higher for certain companies.

DISCLOSURE

DISCLOSURE
BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Limited (NSDL) and a
SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INPO00001892.
DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
®  No penalties have been imposed for any economic offence by any authority.
(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

®  There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company.

DECLARATION:

(] ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

. ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document;

(] ISFL has not received any compensation from the subject company (ies) in the past twelve months;

(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months;
(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;

(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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DISCLOSURE

GENERAL TERMS AND CONDITION/ DISCLAIMERS:

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete
and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for
its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opinions, projec-
tions and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instru-
ments also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compli-
ance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public
information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-
cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Each recipient of this document should make such investigations as it deems necessary to
arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved).

This document is not directed 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, regulation or which would subject the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under
US Foreign Account Tax Compliance Act (FATCA) provisions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of the company. No matter contained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL
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