International Gemological Institute Limited — Mar 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline One-line: IGI maintains its dominant 65% global LGD share with robust consolidated margins
(>50% EBITDA), though the shift toward volume-driven LGD certification is beginning to pressure realizations

per report.

Dimension

Beat/Miss vs Guidance / Prior

Quarter

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange

The Street's Primary Anxiety

Capital Cycle Stage

Margin / Return Ratio
Trajectory

Pricing Power

FCF Conversion & Quality
Competitive Moat Signals

Balance Sheet Strength
Working Capital Efficiency

Mgmt Guidance Track
Record

Key Vulnerability / Red Flag

Management Tone

Key Takeaways:

This Quarter

Inline

High (Core driven)

Strong

Strong

Stable

Q#4 Realization vs
Volume

LGD Pricing & Margin
Dilution

Harvesting / Integration

Improving

Eroding (Volume-
dependent)

Strong
Stable

Strong

Stable

First entry

Regional Concentration

Confident / Institutional

Signal | Evidence

CY24 Revenue growth of 17.3% vs "mid-to-high
teens" expectations.

EBITDA and PAT growth (21% and 29%) outpaced
revenue growth.

Reiteration of 15-20% long-term CAGR despite
regional macro headwinds.

Delivered on IPO promise of acquiring European
subsidiaries ([1,345 Cr).

Dominant market share (65% LGD) remains a high-
barrier moat.

Mgmt admitted volume-led discounts for high-volume
LGD growers.

Fear that falling LGD prices/mix shift will hurt
certification margins.

Integrating Belgium/Netherlands acquisitions while
scaling India.

Consol EBITDA margins expanded from 55.2% to
56.9% YoY.

Heavy discounts offered to growers to maintain 65%
share.

OCF of [893.4 Cr; CFO-to-PAT ratio at 92%.

9 of top 10 India jewelry chains are locked in.

Net Cash position following IPO primary infusion.
DSO increased slightly; overall cycle managed within
operating cash flow.

Baseline quarter post-listing.

Standalone India generates ~75% of revenue and
>90% of PBT.

Professional, data-driven, and focused on long-term
LGD pivot.



Positives: * Dominant Market Positioning: IGI holds a 65% global market share in Lab-Grown Diamond
(LGD) certification, positioning it as the primary beneficiary of the industry's structural pivot toward affordable
luxury. * Operating Leverage: Despite realization pressures, consolidated EBITDA margins expanded 170 bps
to 56.9%, showcasing high scalability. * Return Profile: Exceptionally high capital efficiency with ROCE at 48%
and ROE at 47% (adjusted for fresh equity).

Negatives: * Realization Pressure: Revenue per report dropped from ~[1,082 to ~[1,003 YoY as the mix
shifted to LGDs, where high-volume growers command significant pricing discounts. * Subsidiary Drag: The
Belgium entity reported a ~$2 Mn ([16.6 Cr) loss due to European macro headwinds and war-related impacts,
contrasting with the hyper-profitable India standalone business (74.7% PBT margin). * Marketing Overhang:
Management is initiating a B2C brand campaign in 2025; while necessary for "brand salience," this introduces a
new discretionary cost line that could cap near-term margin expansion.

Street Concern & Forward Watchpoint: The primary concern is whether the commoditization of LGDs will
eventually force certification fees down further. Watchpoint: Monitor the "Other Expenses" line in CY25 to see
the true impact of the new B2C marketing push on the consolidated margin profile.

2. BUSINESS PERFORMANCE

2A. KEY METRICS



Current Qtr
Mgmt Commentary

(Q4 CY24)

Growth impacted by extended 15-20 day

Revenue (Consol) [265.0 Cr 1 6.0% 1 5.9% - : .

factory shutdowns in Nov post-Diwali.
Revenue Driven by strong festive demand in October

. [190.3 Cr 1 3.4% 1 0.6% =

(Standalone India) offset by November lull.

Margin expansion driven by cost restructuring
EBITDA (Consol) 152.2 Cr 1 18.5% 1 3.4% 1 . .

in international markets.
EBITDA Margin % Volume growth in LGD providing significant

57.4% 1 600 bps 1 150 bps 1 .

(Consol) operating leverage.

Benefited from lower finance costs post-debt
PAT (Consol) [113.8 Cr 1 45.1% 1 3.8% 1 .

repayment using IPO proceeds.

. Calculated after considering share split and

EPS (Basic) [2.86 1 44.6% 1 3.5% 1 )

bonus issue.
Number of Reports 10.5 MM Volume growth outstripping revenue growth

1 26.5% N/A 1 . .

(MM) (Annual) due to LGD mix shift.

Adjusted for fresh equity issuance; normalized
ROCE (%) 48% 1 400 bps N/A ! o

for acquisition.

High return profile maintained despite larger
ROE (%) 47% 1400bps  N/A ! g_ P P 9

equity base.
Cash Flow from Ops  [B93.4 Cr .

1 30.0% N/A 1 Strong conversion; CFO/PAT at 0.92x.

(OCF) (Annual)

IPO primary proceeds utilized to clear [1,300
Net Debt / (Cash) Net Cash 1 N/A 1 .p . yp

Cr+ in liabilities.

Finance costs fell 21% as debt was squared
Interest Coverage (x)  71.8x (Annual) 1 N/A 1 off
Employee Expenses  [265.1 Cr ' 12.8% N/A 25% of sales; management riding the storm in
(Consol) (Annual) o - low-growth US/Belgium labs.

2B. SEGMENT BREAKDOWN

Revenue (CCr YoY vs Company

Segment Key Development
- CY24) Growth Avg

LGD mix moved from 20% to 30% of

Certification ~[1,021 Cr ~17% High 1 Core
total reports.
. Serves as "foundation” for new
Education ~[B2 Cr ~15% Low - Below Avg
markets; 18 schools globally.
India The primary engine of profitability
[¥85.4 Cr 23.5% 74.7% 1 Above Avg
Standalone and growth.
International Dragged by Belgium losses (~[16
[267.8 Cr 2.5% ~10% ! Below Avg

(Net) Cr) and macro headwinds.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management
Target / Claim

Required Run-Rate /
Mathematical Feasibility

Historical Delivery

Guidance

Guidance

Guidance

Guidance

Strategy

Strategy

Macro

Balance

Revenue

Margins

Volume

Capex Plan

Marketing

Regional
Integration

LGD Pricing

Dividend
Policy

15-20% CAGR (5-
year)

Sustainable at
current levels

Exponential growth
in LGD

Lab network
expansion

B2C Brand Salience
"One IGI"
Philosophy

Prices have

"stabilized"

Board-governed

Needs ~[1,210 Crin CY25 to
hit 15%.

Needs to offset B2C
marketing spend.

26.5% volume growth
achieved in CY24.

Low-capital intensity; mostly
talent-driven.
Unguantified spend in 2025.
Integrating India supply with
US/EU retail.

8-9 months of stable pricing
observed.

Declared interim dividend
recently.

Delivered 17.3% in
CY24.

Expanded consol
margins by 170 bps.

Strong track record.

Completed [1,345 Cr
acquisition.

First major TV campaign

launched Jan-25.

Acquisition completed

Dec-24.

Industry-wide trend
confirmed.

Consistent with FCF
generation.

Low

Moderate

Low

Low

Moderate

Low

High

Low



4. ANALYST Q&A



Q#

Relevance
(1-5)

4.0

4.5

4.0

Analyst /
Firm

Kunal
Sharma / SK
Capital

Kunal
Sharma / SK
Capital

Sheila
Rathi /
Morgan
Stanley

Theme
Cluster

Acquisitions

LGD
Trends

Seasonality

Category

Capex and
Allocation

Business
Overview

Financials

Underlying
Concern

Performance
and
synergies of
Belgium/
Netherlands
entities.

Threat of
LGD
becoming a
"volume
product” vs
high-value
certification.

Low
standalone
growth (3%)
in Q4 festive
quarter.

Management
Response &

Evaded /
Not

L. Addressed
Implication
Mgmt noted
these
contribute
25% of
revenue but
face
headwinds in
Belgium due
to war and
macro issues.
Integration
aims to link
India's
manufacturing
strength with
Western retail
reach,
suggesting a
long-term re-
rating
potential once
macro
stabilizes.

Specific
synergy
numbers in
OCr.

Mgmt argued
that
certification
becomes
more critical
to prove origin
(Natural vs
LGD) as the
consumer
base expands
from 2% to
potentially
10% of the
population.
This implies
volume
growth will
remain the
primary
revenue driver
over unit
pricing.

Mgmt
explained that
October was
robust, but
November
saw an
"extended

None 4.5

Credibility
Investment (1-5)

Verdict

Directional
with
evidence

Clear and
guantified

Specific
timeline
given



Management
Evaded /

Relevance Analyst/ Theme Underlying Response & Credibility

Q# . Category Not Verdict
(1-5) Firm Cluster Concern Investment (1-5)

L. Addressed
Implication

holiday" of
15-20 days
where
factories shut
down to
manage
inventory.
Investors
should expect
Q1/Q2 to
remain strong
as seasonality
is generally
flat outside
the Diwali dip-
and-rebound.

Mgmt
confirmed
volume-led
discounts are
offered to
large LGD
Revenue growers to
growth maintain

) trailing scale. This
Harit e Exact Deflected
volume indicates that

4 5.0 Kapoor / Realization Financials . . discount% 3.0 — key
growth; while margins .
Investec L ranges. signal
realization are safe due
perreportis  to operating
dipping. leverage, top-
line growth is
increasingly
sensitive to
volume churn
rather than

pricing power.

Mgmt stated
60-70%
visibility based
on
consistency
Percentage across
. of revenue segments and Directional
Jay Doshi / N Management . .
5 35 Visibility predictable long-term None 4.0 with
Kotak Commentary )
at the start manufacturer evidence
of a quarter. relationships.
This provides
a safety floor
for quarterly
earnings
estimates.



Q#

Relevance
(1-5)

4.5

4.0

4.0

Analyst /
Firm

Ankit Kedia /
PhillipCapital

Ankit Kedia /
PhillipCapital

Pratham
Jain /
Individual

Theme
Cluster

Pricing
Strategy

Marketing

Risk

Category

Financials

Capex and
Allocation

Business
Overview

Underlying
Concern

Why
realization is
down
despite
"stabilized"
LGD prices.

Rationale for
B2C
television
ads for a
B2B
certification
service.

Impact of a
potential
crash in
LGD prices
on
certification
demand.

Management
Response &
Investment
Implication

Mgmt
reiterated that
standard
pricing exists,
but significant
volume ramp-
ups trigger
tiered
discounts for
factory
growers. This
confirms that
IGlis
prioritizing
market share
(65%) over
per-unit
revenue
maximization.

Mgmt is
investing to
drive "brand
salience" and
origin
awareness
directly with
consumers to
ensure they
ask for IGI at
retail. This
creates a
B2B2C pull
effect but
adds a new
discretionary
cost layer to
the P&L.

Mgmt believes

current LGD

prices are at a

"floor"
because they
must cover
grower
Capex/Opex;

anything lower

is

unsustainable.

This suggests
the risk of
further
realization

Evaded /
Not
Addressed

Credibility
(1-5)

None 3.5

Expected
ad-spend

3.0
as % of

revenue.

Impact of
stone price 2.5
on cert fee.

Verdict

Vague but
consistent

Vague but
consistent

Hedged



Q#

10

11

Relevance
(1-5)

Analyst /
Firm

Arpit Shah /
35 Stallion
Asset

Naitik / NV
Alpha Fund

4.5

Angad
3.0 Katdare /
Sameeksha

Theme

Cluster

Synergies

Financials

Product Mix

Category

Capex and
Allocation

Financials

Business
Overview

Underlying
Concern

High
employee
costs in
Europe vs
India.

Losses in
the Belgium
entity.

Certification
pricing for
higher carat
(5-10ct)
diamonds.

Management
Response &
Investment
Implication

pressure from
falling stone
values is
limited.

Mgmt
admitted
European
costs are high
but necessary
to retain
experienced
graders; they
will "ride the
storm" until
retail demand
rebounds.
This implies
no immediate
plan for
offshore-
driven margin
expansion in
the EU
entities.

Mgmt
confirmed
Belgium lost
~$2 Mn ((16.6
Cr)in CY24
due to macro
headwinds but
was
"extremely
profitable"
historically.
This identifies
a clear swing-
factor for
CY25
earnings if
Europe
recovers.

Mgmt
explained fees
are based on
weight/carat
size using a
mathematical
formula, not
the stone's
quality.

Evaded /
Not
Addressed

Credibility
(1-5)

Verdict

Concrete
cost-
. 2.0 Deflected

reduction

targets.
Specific,

None 4.5 -
quantified
Clear and

None 4.0 -
quantified



Management
Evaded /

Relevance Analyst/ Theme Underlying Response & Credibility

Q# Category Not

1-5 Firm Cluster Concern Investment 1-5
(1-5) L. Addressed (1-9)
Implication

Increasing
consumer
demand for
larger LGDs
(5c¢t+) will act
as a natural
tailwind for
higher ASP
per certificate.

PATTERN FLAGS & SENTIMENT

» LGD Pricing & Realization Anxiety: Multiple analysts (Investec, PhillipCapital, Individual) questioned the
divergence between volume growth and revenue growth. Management's stance is defensive yet firm: they are
trading realization for volume to protect a 65% market share. The anxiety remains live because while margins
are expanding now, a floor on realization is not yet visible.

» European Subsidiary Drag: Questions regarding Belgium's losses and high employee costs (NV Alpha,
Stallion) revealed a weak spot in the consolidated numbers. Management appeared cautious, hoping for a
macro recovery rather than detailing aggressive cost-cutting. This is a likely recurring theme until the US/EU
retail markets show a definitive turn.

» Marketing Shift: The move to B2C advertising generated curiosity and skepticism. Analysts are concerned
about "the cost of doing business" increasing. Management's confidence in this strategy suggests they view
brand pull as their ultimate long-term moat.

Analyst Sentiment Verdict: Analysts were generally convinced of the India standalone story but remained
skeptical of the international recovery and the sustainability of LGD realization. Friction was highest during the
realization per report discussion (Q4). Management's credibility was bolstered by hitting the IPO timeline for
acquisitions, but the lack of specific guidance on 2025 marketing spend leaves a small overhang. The greatest
risk remains the Belgium subsidiary's potential for continued losses.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | | | | | | | LGD Pricing
| LGD prices have "stabilized" | Realization per report is still dropping due to volume discounts. | Prices of stones
may have stabilized, but IGI's realized fee is still in price-discovery mode. | Moderate: Margin compression if
discounts exceed operating leverage. | | Seasonality | Flat across quarters | November had "extended" factory
shutdowns of 15-20 days. | Q4 was softer than a traditional "Diwali peak" due to inventory management by
manufacturers. | Low: Timing issue rather than demand issue. |

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

Verdict
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