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Gold jewelry = Gold + jewelry?

The acceptance of lab-grown diamonds (LGD) among households may shape
the following hypothesis: Can the twin roles of gold jewelry as (1) a store of
value and (2) an item of fashion split into (1) gold as a store of value and (2)
‘any’ jewelry as an item of fashion? Indian households will likely continue to
see gold as a store of value, despite the rise of equity as an asset class.

Gold is a store of value; diamonds less so

It would be interesting to see if, how and when the consumption patterns of
gold and jewelry of Indian households change with the ‘rise’ of LGDs with their
competitive prices versus natural diamonds’. LGDs have seen fast adoption in
developed countries and are at an early stage of adoption in India. This may
have both (1) macro implications through (a) CAD/BoP if adoption of LGD was
to rise rapidly and (b) household purchase of gold in ‘financial’ or physical form
and (2) micro implications through business models of jewelry companies.

Gold as a store of value—gold or gold jewelry, physical or financial gold

We do not expect a major change in the savings behavior of Indian households
over the next few years. We note that gold purchases have held up at high levels
in the past 3-4 years, even as Indian households have invested large amounts
of savings in equities. Indian households have purchased US$300 bn of gold
over FY2015-8MFY25 (see Exhibit 1) against US$194 bn of equity over CY2015-
2MCY25 (see Exhibit 2). However, it is possible that the share of ‘financial’ gold
through gold ETFs in overall household gold purchases may increase at the
expense of physical gold (see Exhibit 3).

Gold jewelry as an item of fashion—all sorts of jewelry likely

In our view, the jewelry industry and the jewelry purchase mix of households will
both evolve over the next few years with the emergence of LGDs at far lower
prices than natural diamonds’. The key questions are (1) the level of acceptance
and (2) the pace of uptake of LGDs in studded jewelry by Indian households. At
this early stage, we will take the risk of hypothesizing (1) women will probably
use a combination of natural diamonds and LGDs in studded jewelry, (2) the
share of LGD-studded jewelry in overall household jewelry purchases will likely
increase over time and (3) the mix of gold, natural diamond- and LGD-studded
jewelry among households will depend on education and income levels.

Risks to jewelry business—revenues, profitability and valuations

We see three potential sources of risks to jewelry companies/stocks—(1)
revenues given possibly lower mix of physical gold jewelry in overall household
gold purchases in the long term (assuming households were to move gradually
to financial gold) and lower prices of LGD-studded jewelry versus natural
diamond-studded jewelry, (2) profitability given a likely higher share of LGD-
studded jewelry in the overall mix and (3) valuations based on any potential
negative changes to the former two. It is apparent that TTAN’s multiples (64X
FY2026E EPS) do not factor in any of the abovementioned potential risks.
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UPDATE

Key estimates summary

2025E
Nifty estimates
Earnings growth (%) 4.4
Nifty EPS (Rs) 1,032
Nifty P/E (X) 22.2
Macro data
Real GDP (%) 6.1
Avg CPI inflation (%) 4.8

2026E

14.9
1179
19.5

6.4
4.2

Source: Company data, Kotak Institutional Equities estimates

2027E

14.2
1,348
17.0

6.5
4.1

Quick Numbers

Indian households bought US$300 bn of gold over

FY2015-8MFY25 versus US$194 bn of equity over

CY2015-2MCY25

Indian households invested <US$4 bn in gold ETFs

over CY2020-1MCY25

TTAN is trading at 64X FY2026E EPS
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Indian households invested US$300 bn in gold over FY2015-8MFY25

I Exhibit 1: Net imports of gold and precious stones, March fiscal year-ends, 2011-25 (US$ bn)
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Indian households invested US$194 bn in equities over CY2015-2MCY25 through MFs and insurances

I Exhibit 2: Equity flows by domestic institutions, calendar year-ends, 2011-25 (US$ bn)
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Investment in gold ETFs is at its nascent stage compared to investment in physical gold

I Exhibit 3: Net inflows in gold ETF, calendar year-ends, 2020-25 (Rs bn)
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“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report: Sanjeev Prasad, Anindya Bhowmik, Sunita Baldawa.”

Ratings and other definitions/identifiers
Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

ADD. We expect this stock to deliver 5-15% returns over the next 12 months.

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.

SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our Fair Value estimates are also on a 12-month horizon basis.

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may

not strictly be in accordance with the Rating System at all times.

Distribution of ratings/investment banking relationships
Kotak Institutional Equities Research coverage universe

70% I:l Percentage of companies covered by Kotak Institutional
° Equities, within the specified category.

60% -
Percentage of companies within each category for which
50% Kotak Institutional Equities and or its affiliates has
provided investment banking services within the previous
12 months.

40%
34.3% * The above categories are defined as follows: Buy = We
expect this stock to deliver more than 15% returns over
30% - 27.4% the next 12 months; Add = We expect this stock to deliver
21.3% 5-15% returns over the next 12 months; Reduce = We
expect this stock to deliver -5+5% returns over the next
12 months; Sell = We expect this stock to deliver less than
-5% returns over the next 12 months. Our target prices
10% . 6.1% 5.4% are also on a 12-month horizon basis. These ratings are
4.0% 1.8% used illustratively to comply with applicable regulations. As
of 31/12/2024 Kotak Institutional Equities Investment

BUY ADD REDUCE SELL Research had investment ratings on 277 equity securities.

20% - 17.0%

0%

Source: Kotak Institutional Equities

As of December 31, 2024

Coverage view

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or
strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a
sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in
effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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