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e
CMP: 68.90 DIAMONDS ARE FOREVER...

e Lypsa Gems and Jewellery Ltd. (Lypsa), a company promoted by Mr. Dipan Patwa, was

Nifc 8805.05 ) . : . . X
" established in the year 1992 and was listed on BSE in the year 2012, is engaged in the

Sensex 28351.62 . . . . R . J . .
Nifer PE 235 business of trading, importing, exporting, making and polishing activities of diamonds,
i : gems and other precious stones and has recently forayed into retail of diamond jewellery.

Sensex PE 2209 The company has a capacity of 87,500 stones per month which equals around 5,200 carats
of rough diamonds which in turn is equal to around 2,000 carats of polished diamonds per
month.

Stock Data ) . . ) .

Secior Goms e Lypsa is based out of Mumbai sourcing from Antwerp, Dubai and Moscow catering to

small and mid-level diamond manufacturers based in Mumbai and Gujarat. Most of the
BSE Code 534532 company’s rough and polished diamonds output is exported to USA, Belgium, Israel, UAE
and Hong Kong. Lypsa has its manufacturing facility at Palanpur, Gujarat. The company

NSE Code L;(PSAGEMS has two brands - “Oropel” and “Atelier”.
FV 1
Market Cap (Rs. Cr) 145.1 o After undergoing the volatile downward trend in diamond market in last 3-4 years, Lypsa

management has adopted a new strategy to expand its horizon of business and focus on high
margin profitability growth with presence across value chain through rough trading and
jewellery business along with various e-commerce platforms against the earlier strategy of
large volume driven business with lower margins. This strategy would increase the
profitability and margins, enable better utilization of working capital, have a debt light

Market Cap (US$ mn) 21.54
Equity Share Cap. 21.66

Stock Performance (%)

52-week highflow Rs. 110.60 / 49 position and should become debt free by FY2017. In this process, as indicated by the
management, the topline will de-grow whereas there would be a substantial improvements
M 3M  6M in profitability and margins.

Absolute (%) 22.88 17.22 6.19

e We have a reason to believe that the management is in line and the above trend can be
Shareholding Pattern (%o) witnessed in the company’s Q3FY2017 results, where the topline saw a de-growth from Rs.
139 cr in Q3FY2016 to Rs. 70 cr but the profitability margin saw a boost by 487 bps from
4.32% in Q3FY2016 to 9.19%. Also the same can be found in company’s IMFY 2017 results,
where the topline saw a de-growth from Rs. 426 cr in 9MFY2016 to Rs. 181 cr but the

6%

B Promoter profitability margin improved by 388 bps from 4.15% in 9MFY2016 to 8.03%. As per our
20% " FPl discussion with the management, they have guided that the company’s topline will be around
37% i Rs. 265-275 cr for FY2017 (FY2016- Rs. 476 cr) and Rs. 325 cr for FY2018E. The company

Individuals

» will be able to clock PAT margins in the range of atleast 8 - 11%.
¢ Others

e To implement this strategy, Lypsa has a wholly owned subsidiary “LYPSA GEMS AND
JEWELLERY DMCC” in Dubai and is also planning to open a wholly owned subsidiary in
Antwerp, Belgium. The focus of these subsidiaries will be on designing of polished diamonds
whereas the manufacturing and marketing would be outsourced to third party contractors. These
cost saving methods would boost the profitability and margins.

Sensex and stock movement

140 e Lypsa is entering diamond jewellery segment with 2 prong strategy of capturing the
120 aspirational needs of large middle class population segment in India by having the
100 diamond jewellery in the range of Rs. 7,500 to Rs. 35,000 and on the other hand

positioning itself on the comperatively higher segment for the higher income group where

0 the prices range from Rs. 50,000 to Rs. 250,000 per jewellery.

40

20 e We believe if the plan of action as mentioned above are well implemented by the

——BSESensex  ——LYPSA management, Lypsa would grow at a CAGR of 15 - 18% in next 4 — 5 years with topline
reaching around Rs. 500 cr and a PAT of around Rs. 45-50 cr by FY2021.

13t February, 2017 This offers an attractive investment opportunity and investors can look for a steady growth in

their investment.
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LYPSA- COMPANY OVERVIEW

(Source: Company’s Website)
» Lypsa Gems and Jewellery Ltd. (Lypsa), a company promoted by Mr. Dipan Patwa, was established in the year 1992

and was listed on BSE in the year 2012, is engaged in the business of trading, importing, exporting, making and
polishing activities of diamonds, gems and other precious stones and has recently forayed into retail of diamond
jewellery. The company has a capacity of 87,500 stones per month which equals around 5,200 carats of rough
diamonds which in turn is equal to around 2,000 carats of polished diamonds per month.

» Lypsa is based out of Mumbai sourcing from Antwerp, Dubai and Moscow catering to small and mid-level diamond
manufacturers based in Mumbai and Gujarat. Most of the company’s output is exported to USA, Belgium, Israel,
UAE and Hong Kong. Lypsa has its manufacturing facility at Palanpur, Gujarat. The company has launched two
brands, Lypsa has a custom high end jewellery brand called as “Oropel” and “Atelier” being their biggest brand.

LYPSA - STRATEGY TO EXPAND MARGINS

»The company has 100% subsidiary “LYPSA GEMS AND JEWELLERY DMCC” in Dubai. This company will
primarily focus on designing jewelleries to meet with the prerequisite of Middle East customers, whereas the
manufacturing of rough stones and marketing of jewellery is outsourced, thereby considerably saving on
manufacturing cost, marketing cost, retail establishment cost, employee cost and host of other overheads. These cost
saving methods would boost the profitability and margins. Dubai subsidiary is expected to contribute around 60% of
the overall company’s profitability.

> Lypsa are in plans to open a chain of retail stores and kiosks, with an initial plan to start with a single store and 5
kiosks and eventually expanding it to 5 stores and 25 kiosks by 2020 in phased manner. The retail expansion of Lypsa
will be funded by internal accrual (without any increase in equity share capital), this should hugely benefit the equity
shareholders in any positive bullish cycle in the gems and diamonds industry.

»The Company will sell diamond - studded jewellery under its brand ‘Oropel’. Oropel products will range from
Rs.50,000 - Rs. 2,50,000. Storyltd brings together selected designer products in vogue that are limited and unique. Lypsa
has also recently tied up with www.Jewelsouk.com - an e-commerce platform of Gitanjali group for selling its
affordable diamond jewellery brand ‘Lypsa Atelier’ in the price range of Rs. 7,500 — Rs. 35,000. Lypsa Atelier products
continue being sold on www.Flipkart.com, www.Snapdeal.com, www.Shopclues.com and www.Craftsvilla.com. The
company remains focused on creating new and attractive designs that are gaining increasing recognition amongst its
customers.

All these indications point to a bright and an exciting future for Lypsa
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FINANCIAL PERFORMANCE AT A GLANCE

Particulars (Rs. Cr.) FY12 FY13 FY14 FY15 FY16 FY17E FY18E
Net sales 268 327 535 588 476 275 325
EBITDA 12 8 14 24 23 30 36
PAT 2 4 9 18 19 22 26
EPS 2 4 7 9 9 10 12
Equity Capital 14 14 14 21 21 21 21
Reserves 10 13 21 31 51 73 99
Networth 24 27 35 52 72 94 120
Debt 1 21 21 38 32 - -
BVPS 17 19 25 25 34 45 57
Ratios

EBITDA Margins(%) 4.3% 2.3% 2.6% 4.1% 4.8% 11.0% 11.0%
PAT Margins(%o) 0.8% 1.2% 1.8% 3.0% 3.9% 8.0% 8.0%
Debt /Equity 0.03 0.8 0.6 0.7 0.4 - -
ROE (%) 0% 16% 31% 34% 26% 23% 22%
ROCE(%) 47% 16% 24% 26% 21% 24% 19%
P/ BV 3.8 4.7 4.3 2.8 2.0 15 1.2
P/ E 30.3 22.9 16.1 8.1 7.8 6.6 5.6

Exhibit 1- Net Sales Exhibit 2- EBITDA
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Critical Analysis

» Till FY2012 Lypsa saw a strong and consistent financial performance, where the topline grew at a CAGR of 30% from
Rs. 268 cr in FY2012 to Rs. 588 cr in FY2015. PAT grew at a CAGR of 105% from Rs. 2 cr in FY2012 to Rs. 18 cr
in FY 2015. The improvement in financial performance was primarily due to growth in their cutting and polishing
business. Price touched a low of Rs. 62 per share (market capitalization of Rs. 87 cr on an equity share capital of Rs.
14.04 cr) in July 2012 and reached an all time peak of Rs. 154.50 per share (market capitalization of Rs. 324 cr on an
equity share capital of Rs. 21.06 cr) in January 2016.

» There was a major de-growth in FY2016 primarily because of slowdown in demand from China and also there was a
demand supply gap which prevailed due to surplus supply in the diamond markets. Price touched a low of Rs. 57.65
per share (market capitalization of Rs. 121 cr) in July 2015 and an all time low of Rs. 49 per share (market
capitalization of Rs. 103 cr) in the month of November 2016 due to immediate effect of demonitisation.

» Lypsa has a current BV per share of Rs. 34 per share as against CMP of Rs. 68-70 per share, making it available at a
decent valuation of 2x the book value. It will be interesting to note that PC Jeweller Ltd., one of the peer, has a BV of
3x and is currently trading at Rs. 389-390 per share, indicating that Lypsa has good potential for appreciation from
the present level.

» Lypsa is one of those very few diamond companies in India who has initiated the procedure to clear off its debt and
become a debt free company by FY 2017. This should augur well for the company and market should reward
Lypsa with better pricing which is normally applicable to a debt free company.

» The Major drawback is that the company has not paid any dividend in FY2016. Company should change this policy
from a NO DIVIDEND policy to DIVIDEND FRIENDLY policy to get better valuation.

» Lypsa has continued its thrust for optimum utilization of funds by better fund management. This included clearing
off debts, strategic parking of surplus funds with banks, advance actions for future fund raising through internal
accrual, etc. to meet with its growth objectives.

PEER COMPARISION

Particulars (In Cr) —-FY2016 Lypsa Gitanjali PC Jewel
Net sales 476 14,153 7,379
EBITDA 23 904 774
PAT 19 133 400
EPS 9 13 22
Equity Capital 21 102 179
Reserves 51 4,224 2,147
Networth 72 4,326 2,326
Debt 32 8,026 940
BVPS 34 422 130
CMP 69 76 390
Mcap 144 777 6,977
Ratios
EBITDA Margins(%) 4.8% 6.4% 10.5%
PAT Margins(%) 3.9% 0.9% 5.4%
Debt /Equity 0.4 1.9 0.4
ROE(%) 25.8% 3.1% 17.2%
ROCE(%) 21.4% 7.0% 23.0%
P/ BV 2.0 0.2 3.0
P/E 7.8 5.7 17.5

* The said companies used for peer comparison has a much larger size and has all India footprint. We have taken them for comparison as all of the above are
in the business of diamonds and Jewellery.
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Critical Analysis

» ROE and ROCE of Lypsa is the highest amongst large peers at 25.8% and 21.4% respectively which shows efficient
and effective use of capital by the management.

» P/E Multiple of Lypsa is 7.8x its FY16 EPS and 6.6x its FY17E EPS , which is very reasonable when compared to its
peers.

TECHNICAL CHART AT A GLANCE
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DAILY CHART

> The above chart shows that in the first round, the stock price has gone from its Rs. 110 levels to a low of Rs. 58 levels in
July 2015 and again rose to a high of Rs. 155 levels in January 2016. The stock witnessed the long correction from
January 2016 till November 2016 where it hit an all time low of Rs. 49 per share and has since then started moving
upwards. The stock has the potential to move towards level of Rs. 90 per share as its first target.

Disclosures and Disclaimers:

This note has been prepared and issued by NVS Wealth Managers Pvt. Ltd. "SEBI registered Investment Advisers".

NVS Wealth Managers (NVS) is a subsidiary of NVS Brokerage Pvt. Ltd. (Stock Broking member of Bombay Stock Exchange, registered with
SEBI). This report is prepared and distributed by NVS for information purposes only and neither the information contained herein nor any opinion
expressed should be construed or deemed to be construed as solicitation or as offering advice for the purposes of the purchase or sale of any security,
investment or derivatives. The information and opinions contained in the note were considered by NVS to be valid when published. The note also
contains information provided to NVS by third parties. The source of such information will usually be disclosed in the note. Whilst NVS has taken all
reasonable steps to ensure that this information is correct, NVS does not offer any warranty as to the accuracy or completeness of such information.
Any person placing reliance on the note to undertake trading does so entirely at his or her own risk and NVS does not accept any liability as a result.
Securities markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication to future
performance.
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This note does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may
receive this note. Investors must undertake independent analysis with their own legal, tax and financial advisors and reach their own conclusion
regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this note and should understand that
statements regarding future prospects may not be realized. In no circumstances it is to be used or considered as an offer to sell or a solicitation of any
offer to buy or sell or a recommendation to buy or sell the Securities mentioned in it. The information contained in the note may have been taken from
trade and statistical services and other sources, which we believe are reliable. NVS or any of its group/associate/affiliate companies do not guarantee
that such information is accurate or complete and it should not be relied upon as such.

Any opinions expressed reflect judgments at this date and are subject to change without notice.

Important: These disclosures and disclaimers must be read in conjunction with the note of which it forms part. Receipt and use of the note is subject to
all aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this note is available on request.

Certifications: The executive(s) who prepared this note hereby certifies that the views expressed in this note accurately reflect the executive’s personal
views about all of the subject issuers and/or securities, that the executive/entity/associate have no known material conflict of interest, might have
financial interest and no part of the executive’s compensation was, is or will be, directly or indirectly, related to the specific views or recommendations
contained in this note. The executive has not served as an officer, director or employee of the subject company.

Independence: NVS has not had an investment banking relationship with, and has not received any compensation for investment banking services
from, the subject issuers in the past twelve (12) months, and NVS does not anticipate receiving or intend to seek compensation for investment banking
services from the subject issuers in the next three (3) months. The executive/ entity or its associates have not received any compensation for products
or services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months. The
executive/ entity has not managed or co-managed public offering of securities for the subject company in the past twelve months.

The executive or its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the
note. The subject company is not and was not a client during twelve months preceding the date of distribution of the note.

The executive or NVS is not a market maker in the securities mentioned in this note, although it or its affiliates may hold either long or short positions
in such securities. NV'S or the executives do not hold more than 1% of the shares of the company (ies) covered in this note at the end of the month
immediately preceding the date of publication of the note. However NVS, associate companies and their clients might be holding this stock in their
personal capacities.

Suitability and Risks: This note is for informational purposes only and is not tailored to the specific investment objectives, financial situation or
particular requirements of any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain
investors. Each investor must make its own determination as to the appropriateness of any securities referred to in this note based upon the legal, tax
and accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing
experience.

The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial,
economic or political factors. Past performance is not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that NV'S and the executive believe to be
reliable, but neither NV'S nor the executive represents or guarantees that the information contained herein is accurate or complete and it should not be
relied upon as such. Information published herein are as on the date appearing on this material and are subject to change without notice. Furthermore,
NVS is under no obligation to update or keep the information current.

Copyright: The copyright in this note belongs exclusively to NVS. All rights are reserved. Any unauthorized use or disclosure is prohibited. No
reprinting or reproduction, in whole or in part, is permitted without NVS’s prior consent, except that a recipient may reprint it for internal circulation
only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading can be substantial. You should carefully consider whether trading is appropriate for you in light of your experience,
objectives, financial resources and other relevant circumstances.
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