Manoj Vaibhav Gems ‘N’ Jewellers Ltd. SUBSCRIBE

IPO Note

Company Overview

Incorporated in 2003, Manoj Vaibhav Gems 'N' Jewellers Ltd. (MVGJL) is a very strong
and well-entrenched jewellery brand in South India and also goes under the brand of
Vaibhav Jewellers. It is a hyperlocal jewellery retail chain with a presence in the micro mar-
kets of Andhra Pradesh and Telangana with 13 showrooms (inclusive of two franchisee
showrooms) across 8 towns and 2 cities. It has a market share of ~4% of the overall An-
dhra Pradesh and Telangana jewellery market and ~10% of the organized market in these
two states in FY23. MVGJL is one of the early entrants in the organized jewellery retail
market of Andhra Pradesh and continues to focus on the high-growth untapped regions
within the micro-markets of Andhra Pradesh and Telangana. Manoj Vaibhav Gems 'N'
Jewellers Ltd. offers gold, silver, and diamond jewellery in different traditional and modern
designs for its customers categorized between 5 classes according to the occasion and
price range. The Daily-wear Jewellery is plain gold with no stone studding and is preferred
for daily use. The second is Bridal Jewellery which offers a wide choice of jewellery for
women for the big occasion. Thirdly, the Occasion Wear Jewellery is an extension of bridal
jewellery and can be segregated for functions like Mehandi, Sangeet, Roka, etc. Fourthly,
there is antique jewellery with fairly elaborate and ethnic workmanship that is used for the
relic look. Lastly, there is the unique classification of Temple Jewellery, which is again
based on classic workmanship with each piece curated and handmade.

Objects of the issue

The net proceeds from the fresh issue will be used towards the following purposes:
= Funding capital expenditure towards setting up of the eight new stores;

= Funding inventory for the eight new stores;

= General corporate purposes.

Investment Rationale

Stronghold in Andhra Pradesh and Telangana region

MVGVL was amongst the first movers in the organised jewellery business in the state of
Andhra Pradesh by starting the business as a proprietorship concern in the year 1994 from
its first showroom in Visakhapatnam. They continue to focus on regional expansion into
high-growth untapped regions within the micro-markets of Andhra Pradesh & Telangana.
The company has a market share of ~4% of the overall Andhra Pradesh and Telangana
jewellery market and ~10% of the organised market in these two states in FY23. The prod-
uct range and offerings have allowed MVGJL to cater to all customer segments and gen-
res, thus augmenting its brand strength and building a loyal customer base. Over the
years, they have catered to the needs and changing trends of the market and strived to
give the best and premium level of shopping experience to customers through their retail
showrooms. Before opening any retail showroom, the company conducts a thorough study
of the market and surroundings, maps the choice and preference of consumers, studies
the reach and the type of localities and does an estimate of all parameters to ensure that
business from that retail showroom will result into positive growth for the company.
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Excellent marketing strategies and focus on rural markets

Over the years, MVGJL has invested substantial effort in building its brand. This includes
various forms of promotion and marketing activities, engaging with brand ambassadors,
organizing exhibitions and being part of conferences. In the past, the company has en-
gaged with brand ambassadors such as Rakul Preet Singh, Kajal Agarwal, and Priya
Anand to boost the presence of the brand and have a wider reach. One of MVGJL’s unique
proposition is creating an inventory of varied designs and products. This approach of the
company ensures repeat customers seeking varied types of designs and products as it has
a wide range of options in various categories, price ranges and occasions. The company
connects with target groups through exhibitions to understand the tastes and preferences
of the customers through its "Go to Marketing Strategy". Rural markets have a larger pie of
the retail jewellery market and the inelasticity of rural demand for gold offers large potential
for growth. 77% of MVGJL’s retail showrooms are in Tier 2 and Tier 3 cities, catering to the
semi-urban and rural demand of Andhra Pradesh and Telangana. The remaining retail
showrooms are located in Hyderabad and Visakhapatnam, catering to the urban consum-
ers. MVGJL follows a hub and spoke model with small-sized showrooms operating periph-
eral to the larger showrooms. This allows it to offer new products to semi-urban and rural
customers on a continuous basis and capture a share of that market.

Valuation

The total jewellery market in Andhra Pradesh and Telangana is expected to grow at a
CAGR of ~18% during FY2023-27 period to reach Rs. 96,500 crores by FY27. MVGJL has
positioned itself well to capture a good chunk of this growth by catering to all economic
segments and micro markets in Andhra Pradesh and Telangana through branded show-
rooms with a strong focus on the rural market and a dedicated urban focus. The company
has displayed steady growth in revenue and even more robust profit growth which is up
more than three-fold in two years. MVGJL boasts of a 23% return on its equity in FY23
which is attractive compared to its peers. They plan to open eight new stores to target
more Tier 2 and Tier 3 markets which augurs well as rural markets contributed 50-52% of
the total jewellery market in FY23. The nature of the business is such that a lot of costs are
front-ended but once they are mitigated, profits can grow rapidly in coming years. The
company has also maintained an asset turnover ratio of 1.8x and above which is a good
sign for a constantly expanding business. We believe that the company looks poised to
capture a further share of the unorganized jewellery market, especially in the rural areas.
Based on the prospects of the sector, the company’s product catalogue, its strong-
hold in the southern markets and a good track record, the pricing looks attractive
vis-a-vis its peers as it values MVGJL at 11.7x of its FY23 earnings. We, therefore,
recommend a SUBSCRIBE rating to the issue.

Key Risks

= The non-availability or high cost of quality gold bullion, silver, diamonds and other pre-
cious and semi-precious stones may have an adverse effect on the business.
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Income Statement (Rs. in millions)

Particulars FY21 FY22 FY23 Q1FY24
Revenue

Revenue from Operations 14,336 16,939 20,273 5,089
Total Revenue 14,336 16,939 20,273 5,089
Expenses

Cost of raw materials consumed 8,147 9,766 12,126 3,100
Purchases of Stock-in-Trade 4,649 6,252 7,228 1,314
Changes in inventory -61 -1,156 -1,726 4
Employee benefit expenses 279 356 425 104
Other expenses 514 672 790 193
Total Operating Expenses 13,528 15,890 18,843 4,716
EBITDA 808 1,050 1,431 373
Depreciation and Amortization expenses 88 87 86 20
Other income 96 38 40 13
EBIT 816 1,000 1,385 366
Finance costs 425 416 426 108
Exceptional Item 112 0 0 0
PBT 278 584 958 258
Current tax 75 157 250 68
Tax relating to previous years 0 0 0 0
Deferred Tax charge/ (credit) -4 -10 -8 -2
Total tax 71 147 242 66
PAT 207 437 716 192
Diluted EPS 5.3 11.2 18.3 4.9

Source: RHP, BP Equities Research

Cash Flow Statement (Rs. in millions)

Particulars FY21 FY22 FY23 Q1FY24
Cash Flow from operating activities -115 90 692 107
Cash flow from investing activities 110 13 -35 -2
Cash flow from financing activities 43 -256 -588 -105
Net increase/(decrease) in cash and cash equivalents 37 -153 69 0
Cash and cash equivalents at the beginning of the period 181 217 64 133
Cash and cash equivalents at the end of the period 217 64 133 133

Source: RHP, BP Equities Research
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Balance Sheet (Rs. in millions)

Particulars FY21 FY23
Equity and Liabilities

Equity Share Capital 98 98 391 391
Other Equity 2,192 2,631 3,055 3,246
Total Equity 2,290 2,729 3,446 3,637
Non-Current Liabilities

Financial Liabilities

(i) Lease Liabilities 226 223 218 216
(i) Borrowings 1,140 1,040 1,066 1,018
(iii) Other Financial Liabilities 2 2 5 5
Provisions 33 35 38 40
Current Liabilities

Financial Liabilities

(i) Borrowings 3,495 3,737 3,534 3,586
(i) Lease Liabilities 30 31 33 34
(iii) Trade Payable 589 886 380 682
(iv) Other financial liabilities 12 16 18 17
Current tax liabilities -2 14 10 35
Provisions 8 9 8 9
Other current liabilities 209 274 2,024 1,550
Total Current Liabilities 4,340 4,966 6,007 5,912
Total liabilities 5,741 6,267 7,333 7,192
Total Equity and Liabilities 8,031 8,995 10,779 10,828
Assets

Non-Current Assets

Property, plant and equipment 492 463 434 421
Capital work in Progress 66 30 7 7
Investment Properties 197 192 198 197
Other Intangible Assets 2 2 2 2
Financial Assets 235 216 198 194
Other Financial Assets 40 43 33 33
Other non current assets 8 7 6 6
Deferred tax assets (net) 11 21 28 31
Total Non current assets 1,051 973 907 892
Current Assets

Inventories 6,412 7,672 9,336 9,361
Financial Assets

(i) Bank Balances 31 23 40 40
(ii) Cash and cash equivalents 217 64 133 133
(iii) Trade Receivables 198 200 244 251
(iv) Loans 3 2 1 2
(v) Other Financial Assets 10 2 4 6
Other current assets 109 60 114 144
Total Current Assets 6,980 8,022 9,871 9,937
Total Assets 8,031 8,995 10,779 10,828
Source: RHP, BP Equities Research
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Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
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