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Catch it young!

Company financials (Consolidated)

Y/E Sales EBITDA  Adj PAT EV/E Net D/E
Mar (Rs mn)  (Rs mn) (Rs mn) P/E (x) RoE (%) (x) (x)
FY13 8,929 639 781 24 2) 35 37 20 44.5 0.5
FY14 12,983 1,422 1,525 47 95 18 78 47 19.5 0.1
FY15E 15,192 1,531 1,090 34 (29) 25 37 41 17.7 (0.1)
FY16E 18,210 2,017 1,377 42 25 20 32 41 13.0 (0.3)
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Investment summary... Vaibhav Global
______________________________________________ aibhav Globa

RETAIL

The potential of Vaibhav Global (VGL) — a TV shopping and e-commerce retailer of fashion jewelry in the US and UK
— lies in simple business economics...profitability led by significant volume ramp up and operating leverage

¢ Customer base can ramp up ~10x: A combination of product development competency (VGL has 65,000 SKUs of
fashion jewelry and creates 100 new SKUs every day) and attractive price point (~USD 20, making it non-
discretionary purchase) are necessary and sufficient conditions for significant ramp up in customer base

* |cing on the cake — no significant competition who are primarily focused on deep discount fashion jewelry

¢+ Significant operating leverage as 35% of cost is fixed: Increasing penetration will trigger operating leverage (expect
an average improvement of 100 bps/ year from FY15 onwards)

Vision 2020: We estimate VGL to post 20%/ 30% revenue/ PAT CAGR with sustainable RoE of ~30%. Initiate
coverage with BUY and TP of Rs 1,140 (27x FY16E EPS of Rs 42); implies 34% upside from CMP of Rs 850

Volume drivers: VGL operates in the ~USD 20 bn US & UK fashion jewelry and accessories market and has just 1%
market share currently. We expect significant increase in penetration given:

¢ A combination of impulse and non-discretionary purchases create the volume push: 250 employees across
geographies monitor fashion trends and contribute to VGL's product development. New products (aligned to global
demand patterns) at attractive price points make VGL's fashion jewelry a ‘value for money’ proposition which
generates impulse and repeat buying

¢ Competition insignificant, unlikely to emerge strong: VGL's niche is in retailing fashion jewelry products at low price
points, a segment not targeted by other well-established international TV shopping players such as QVC and HSN
(who sell only branded fine jewelry at average price points of USD 100+). Also, VGL's extensive experience in
iewelry manufacturing (Jaipur, India) and sourcing (from micro markets in China, Thailand and Indonesia) enables it
to sell quality products at low price points — a key advantage which is tough to be replicated. Hence, we believe it
will be difficult for a challenger to beat VGL in its own game

AXIS Note: Vaibhav Global restructured its business in 2009 through Corporate Debt Restructuring (CDR) cell. It has since gained significant 3
A CAPITAL business traction and came out of CDR in 2013 by paying full recompense (no financial loss to banks). Refer page 39-42 for history
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...Investment summary Vaibhav Global
______________________________________________ aibhav Globa

RETAIL

¢ Profitability to soar with volume ramp up

e VGL generates 87% revenue from B2C segment (70% through TV shopping and 17% through internet), the primary growth
driver which is expected to witness 20%+ revenue CAGR over the long run. Growth in B2B segment (wholesale distribution
to various retail chains in US and UK, contributes 13% of revenue currently) will be relatively muted

» Significant operating leverage as 35% of costs are fixed: Cost of TV carriage and web marketing (17% of revenue currently)
is fixed and is the main source of operating leverage. Employee cost (17% of revenue currently) and SG&A (16% of revenue
currently) will peak out in next 2-3 years (investment phase of VGL) and will then contribute to operating leverage

* Tax incidence to impact PAT in short term: VGL will start to pay taxes in US & India subsidiaries from FY15 as the benefit
from carried forward losses have almost been exhausted in FY14. VGL's tax incidence (25%/ 28% tax in FY15/16 vs.
almost nil in FY14) will lead to adjusted PAT being flat over FY14-16

* Over the long run, strong volume growth coupled with stable price point should lead to 20% revenue CAGR, which will
translate to a much higher 30% PAT CAGR. Expect RoE to sustain at 30%

¢+ Initiate coverage with BUY and TP of Rs 1,140 (27x FY16E EPS of Rs 42)

* We base our target multiple at 10% discount to VGL's long term earnings CAGR (~30%). We also derive comfort from high
return ratios (RoE/ RoCE expected to sustain at 30%/ 40% respectively)

¢ Additional upsides if VGL can accelerate customer engagement
e Higher than expected growth in active customers = long term revenue CAGR can better our base case of 20%
e Launch of mobile apps across platforms = higher volumes as 15-35 age group can be better targeted
® Increasing catalogue sales on e-commerce platform = higher average realization and better margin (visible in Q1FY15)
e Start of dividend payout > Likely in FY15, will improve return ratios

¢ Key risks: a) Products fail to attract customers and volume growth slows down; b) INR appreciation and/or higher
raw material (gemstone) prices will dent margin

/‘AXIS CAPITAL 4
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Multiple growth drivers set to play out
R g e e e Py o __ Vaibhav Global

RETAIL

¢ Huge opportunity canvas as most growth drivers still at nascent stage

* We believe VGL has multiple growth drivers and most of them are at a nascent stage, given its relatively recent entry into
TV shopping industry. VGL has 7 years history in this segment vs.30+ years for well-established players (QVC, HSN)

* Market share gain on the cards: VGL operates in the ~USD 20 bn US & UK fashion jewelry and accessories market and has
just 1% market share currently. As the below mentioned drivers play out, we believe VGL's market share gains in fashion
jewelry segment will be meaningful, given

= Niche focus on fashion jewelry and expertise across the value chain, and
= No significant organized competitor focused on this space

# Driver 1 — Household reach ¢ VGLl's reach in the US & UK (total 140 mn households) is 67% vs. 80%+ for peers (90% for
(Number of households reached as % of total QVC, the largest TV shopping network). We expect VGL's penetration to reach 90%+ over the
households) next 5 years, which increases addressable market by ~35%

# Driver 2 — Active customer base ¢ VGL's active customer base stands at ~394K (just 0.4% of households reached) vs. 4.0%/ 3.2%
(Number of households shopping at least once for QVC/ HSN. VGL's customer base has been posting 30% CAGR over the last 4 years

a year) ¢ Assuming active customer penetration reaches even 2% over the next 5 years, this can potentially

result in USD 1 bn revenue for VGL by FY19 (5x the current revenue of USD 215 mn)

# Driver 3 — Repeat purchase ¢ This is a function of increasing customer refention rate (thus driving higher customer lifetime
(Frequency of purchase by an active customer) value). Retention rates for VGL have been trending higher and stood at 48% at the end of FY14

* As these drivers play out, we believe Gross Revenue Per Minute (GRPM) will witness a solid ramp up. Akin to the key metric
of “revenue per sq ft” in the retail industry, the focus of TV shopping industry is on generating higher GRPM

GRPM ramp up will drive operating leverage, resulting in strong earnings momentum (~30% CAGR) over the long run

/‘AXIS CAPITAL 5
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Significant potential for GRPM to ramp up

---------------------------------------------- Vaibhav Global
RETAIL
VGL ? GRPM és 1/20th that VQL s focus remains on these key VGL infends fo keep the ficket size
of peers, due to low drivers, enabling it to bridge the low in i Sh it f d
penetration currently GRPM differential with peers oW :ir;sclgirylfcsLiso:(]:::vglr:y eep
A
| ~ R !

GRPM .
— Penetration x Purchase velocity x Ticket size

(Gross revenue — (Repeat purchase)

per minute)
VGL: Peers:
UsD 400 usD 7,800 ‘ ‘
Customer penetration Number of products Function of stickiness

Household penetration Houscholds shooping f
x Ouseno’ds SNOppIng from purchased by a customer ~ (Customer refention &

Efotl:tzrlc:?;s;ii(l:gjd o UEIheR ellrenzeies in a year customer lifetime)
reached Yy

[ VGL: 67% ] [ Peers: 87% ] ‘ VGL: 0.4% ]‘ Peers: 3.6% ] ‘ VGL: 24x ]‘ Peers: 20x ]

T (/o)

Sensitivity analysis on Target Price O EEE Y R B
¢ Assuming the above mentioned GRPM is achieved in 2020 10500 o AT : = '207 '247 '277 '307
from USD 400 in FY14, we calculate the current TP based < eV > 2 > > >

on the following assumptions = ﬁ;{; ] ?):Z :222 :izz :2"712 ;???

¢ Target multiple at 20x FY20E EPS (due to matured business) Z > ' ' ' ' '
. o 12% 1,267 1,584 1,900 2,217 2,534
vs. current target multiple of 27x FY16 EPS S L4 e U848 2917 osar 9o

¢ Target price discounted back to Mar’15 at 12% cost o > ’ ’ ’ ' ’
16% 1,689 2,111 2,534 2,956 3,378

of equity

Note: Metrics for Vaibhav Global include both US & UK (as separate geographic metrics are unavailable) while that for Peers (QVC, HSN) 6
AAXIS CAPITAL includes metrics only for US geography. At the macro level, we believe the metrics are comparable
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Penetration at nascent stage
---------------------------------------------- Vaibhav Global

RETAIL

VGL’s household reach is the lowest...

5 N
100% 91%
US & UK total i 82% We believe VGL will plug the gap
households 80% 7 and reach 90%+ penetration in
° > the next 4-5 years by increasing
140 mn 60% channel reach through affiliate
agreements (implies 35% increase
. in addressable market)
‘ 67% penetration o nd
40%

Source: Companies

Key drivers for ramp-up in
customer penetration

...and customer penetration is nascent 1. VGUs t,h,rUSt on deep VOILfe
proposition and fast fashion
\

(products mapped to global

6.0% trends) is key to new customer
acquisition
4.0% 4.0% 2. Launch of lifestyle products

and mobile apps will attract
younger audience

3. Increasing retention rate of
existing customers led by
superior products, value for

2.0%

0.0% money proposition, and
VGL HSN Qvc customer service
4. Increasing household reach
Source: Companies (likely over next 5 years)

Source: Company, Axis Capital
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Peer comparison

Comparison of VGL across metrics with peers in the US & UK
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Vaibhav Global

RETAIL

Units VGL QVC HSN ShopHQ
(US & UK) Global us us
Financials
Revenue (USD bn) 0.2 8.6 2.3 0.6
Gross profit margin (%) 61% 37% 35% 36%
Employee + SG&A (% of revenue) 50% 16% 24% 33%
EBITDA margin (%) 11% 21% 11% 3%
Operating metrics
Households reached (mn) 95 195 96 87
— Revenue per household (USD) 2.3 44.0 24.0 7.0
Units shipped (mn) 9 169 47 9
Average price point (USD) 23 51 58 81
Internet/ Mobile Sales (%) 17% 37% 37% 46%
FY16 Valuation
P/E ) 20 20 15 14
EV/Sales (x) 1.5 2.2 0.8 0.3
RoE (%) 32% 10% 30% 20%
FY15-17 EPS CAGR (%) 28% 21% 12% NA

Revenue per household is a derived metric, depending on
the extent of household penetration and customer
penetration. As these two inch up, expect VGL's revenue/
household gap with other players to be bridged

Source: Company, Axis Capital

VGL's 61% gross margin is highest in
the industry, led by vertical integration
(no  other competitor has own
manufacturing) and selling own brands

Employee, TV carriage and SG&A
together comprise 50% of VGL's

revenue, the highest among peers.
Over time, this will come down as

carriage costs (17% of revenue, fixed
in nature) will get apportioned over a
larger base, thus driving operating
leverage

Low price point is a distinct competitive
advantage for VGL, as its farget
segment will be differentiated from
peers. We believe it will be relatively
difficult for other players to replicate
VGL's low cost “deep-value” proposition
without manufacturing capabilities &
supply chain expertise in micro markets

/‘AXIS CAPITAL
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Low competitive intensity due to niche focus
---------------------------------------------- Vaibhav Global

RETAIL

¢ VGL's niche focus on fashion jewelry lends higher revenue visibility as there is hardly any overlap with product
segments of key competitors - QVC, HSN and ShopHQ (their product mix is highly diversified). Refer page 36

¢ Outlined below are the key differentiators of VGL

. Competitors o i .
Vaibhav Global This differentiates the target customer
RIS LIRS segment of VGL to that serviced by
. : L o Diverse product profile (jewelry is competitors. VGL's target segment
Productmix  Mainstay is jewelry (90% of revenue] only 10-12% of revenue) includes most households as the

products serve “impulse purchase”

Focus is on retailing ‘fashion jewelry’ (hardly any category, which is non-discretionary in

Retailing branded ‘precious jewelry’

Ticket size E]Elg gg))ducts) at low price points (average price of e arias il USD 1004 nature due to low ticket size
QVC and HSN retail branded jewelry
Age group 35-65; new customers with ticket size of USD 100+, largely
Target Age group 35-65; potential to attract relatively are relatively younger, as these catering fo discretionary demand (thus
demographic  younger users after mobile investments are complete networks already invested in multiple targets households with above-average
channels including mobile platforms financial means)
Infernet 17% of revenue 35-45% of revenue —— USD 5-7 mn investment in technology
(e-commerce) :
platform underway to upgrade its
¢ VGL does not accept returns in the US for products  20% on average website to become mobile ready
Return rates with ticket size of < USD 200 This will be higher if only jewelry (implementing Hybris platform from
¢ As per management, return rate in US are low at segment is considered SAP). This will give a fillip to growth of
~5%, while that in UK is ~25% e-commerce vertical
¢ In-house brands. VGL does not intend to sell third
party brands — this will help it to maintain 60% Low return rates help VGL manage its
Brands & gross margin Third party brands and in a few opex pyramid efficiently
sourcing ¢ Sourcing is an equal mix from its manufacturing cases proprietary products

unit in Jaipur and from micro markets of China,
Thailand and Bali

Source: Axis Capital

/‘AXIS CAPITAL 9
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Scalable business with high revenue visibility Vaibhav Global
______________________________________________ aibhav Globa

RETAIL

¢ Customer profile ensures sticky revenue: TV shopping in developed markets has highly engaged and loyal customer
base. Key attributes of the customer profile which enable TV shopping networks to realize consistently growing
customer base and higher repeat purchase are:

e The typical TV shopping customer is aged 35-65 years in the developed markets, and the gender mix is highly skewed
towards the fairer sex

e  Customer loyalty builds from the highly engaging TV shopping experience, that use “story telling” as the key sales pitch.
Over time, this results in higher customer loyalty, which in turn increases retention rate and repeat purchase.
Note, an average viewer watches a show 6-7 times before starting to buy a product

e Interconnected platforms serving new age groups: While TV is the major revenue driver, most networks have also invested
heavily in their own e-commerce sites, which supplement TV sales. The same content/ products aired on TV are also made
available through e-commerce platforms, as relatively young users shop online

US: Female population distribution by age group
This user group comprises significant portion of TV

— shopping network’s customer base. Empirical evidence
> 65 years 23 has shown that this group’s shopping preferences
(including TV shopping) have remained largely
consistent over time
e-<commerce websites/ mobile apps which can
effectively tap into this age group. In VGL's context, its
<15 years — 30 everyday) and low price points may be well received
through this medium. Note, VGL's technology rejig
0 10 20 30 40 50 40 70 (implementation of SAP platform) will have been

TV shopping networks are also significantly investing in
focus on fresh fashion (rolls out ~100 new SKUs
completed by September 2014

A 4

Source: US Census Bureau

/‘AXIS CAPITAL 10
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Business model high on operating leverage
----------—--g ----- P —---—g ----- A Vaibhav Global

RETAIL

Cost as % of revenue ‘ Nature of cost ‘ Comments

This is the key source of operating leverage for VGL.
. Increase in per household revenue and increasing share of
Fixed N :
web revenue will drive operating leverage

TV carriage + Web

marketing cost

VGL is in expansion mode and we estimate employee
expenses as % of revenue to remain flattish in the short run,
however, this will transform to a source of operating
leverage over the long run

VGL can eliminate some discretionary spends here, but not
a material source of operating leverage

Generally tracking revenue, hence not a source of
operating leverage. Only higher realizations and lower
discounts (e.g. higher catalogue sales in internet platform)

> Variable will drive operating leverage — however we do not build for
this as VGL is focused on deep value fashion jewelry which
does not allow elbowroom to increase prices

Cost of goods sold

Expect consistent improvement in EBITDA margin going forward

AAX|S CAPITAL Source: Axis Capital ”



High operating leverage, FCF generation, return ratios
----------------------------------- Vaibhav Global

21 AUG 2014 Company Report

RETAIL

Operating
leverage

35% of VGL's costs are fixed. The immediate source of operating leverage is fixed carriage cost i.e. increasing
household and customer penetration will drive higher revenue per household while carriage cost per household
is fixed

While employee count may rise in the short term, it will be a source of operating leverage in the medium to long run

Incremental capex required only for technology (Hybris platform from SAP being implemented) and maintenance

Low working
capital

Expect net working capital at ~10% of sales going forward
Note, receivables are negligible as B2B has become insignificant (just 13% of revenue) and B2C (87% of revenue)
has negative working capital as ALL purchases are through credit cards

High FCF

Due to low capital intensity of business, we expect VGL to generate significant FCF going forward
FCF conversion (FCF/ post tax-EBITDA) will be ~70% going forward

ngh return
ratios

=
[
[
[

Due to higher asset turns (rising GRPM) and operating leverage, we expect steady state RoE/ RoCE of 30%/ 40%
RoE upside from likely start of dividend payout from FY15

Expect Capex/ Sales to be <2% going forward ]

/‘AXIS CAPITAL
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Initiate coverage with TP of Rs 1,140 (33% upside from CMP) Veibhay Global
—————————————————————————————————————————————— aibnav uvioba

RETAIL

¢+ We expect volume-led 20% revenue and EBITDA CAGR over FY14-16; PAT to be impacted by tax incidence

e Revenue growth will majorly be led by 25% CAGR in volume growth, offset by 2% CAGR decline in pricing and 3%
appreciation in INR (assumed in FY16)

o EBITDA CAGR of 20% over FY14-16 will be in line with revenue CAGR due to

= Continuing investments in employees and SG&A as VGL continues to invest in ramping up operations in US/ UK. This
will offset benefit of operating leverage from fixed carriage costs

= No benefit of INR depreciation going forward (which partly helped drive operating leverage earlier)
 PAT to likely remain flattish over FY14-16 due to tax incidence

= VGL will start to pay taxes in US & India subsidiaries from FY15 as the benefit from carry forward losses have almost
been exhausted in FY14. We expect VGL to pay 25%/ 28% tax in FY15/16 respectively (2% in FY14)

=  Apart from tax incidence, flattish EBITDA margin over FY14-16 (due to investment in opex — mainly S&M spends) also
contributes to PAT being muted

¢+ Despite short term impact, expect healthy long term revenue/ PAT CAGR of 20%/ 30% respectively

* We believe post the investment phase of FY14-16 (especially in HR and SG&A), there will be a steady uptick in EBITDA
margin (average 100 bps/year from FY15), as operating leverage will play out

e Expect earnings CAGR in the long run at ~30%, driven by operating leverage
e Steady state RoE/ RoCE will stablilize at 30%/ 40% respectively, in our view

¢+ Initiate coverage with TP of Rs 1,140 (27x FY16E earnings) and BUY rating (34% upside from CMP of Rs 850)
® We base our target multiple at 10% discount to long term earnings CAGR of VGL (approx. 30% CAGR)

* We also take comfort from high return ratios. Even as RoE/ RoCE get impacted by cash accumulation on books (due to high
FCF), core RolC will be 45%+ for VGL going forward

/‘AXIS CAPITAL 13
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Revenue model...
---------------------------------------------- Vaibhav Global

RETAIL

Revenue model

| |

B2B
B2C (13% of revenue)
(87% of revenue) B2B sale comprises wholesale distribution to various retail chains in

the US and UK as well as sale of rough stones fo various parties

I

24*7 TV shopping Infernet sales
(70% of revenue) (17% of revenue)
Live shows on all major cable, Catalogue sales, rising auction
satellite and DTH platforms and Live TV streaming on Web
TV channel: Volume and pricing trends Internet channel: Volume and pricing trends
mmm Volume —O— Avg Pricing (RHS) mmm Volume —o— Avg Pricing (RHS) ¢ Post the recession (FY08-09), VGL

8 | (mn (%) | 80 4 0, (%)| 80 changed its business model to B2C

pieces), 6.4 pieces) 30 retail through digital commerce

6 60 3 ' 60 (TV/ e-commerce platforms)

Y Ty —

4 40 2 40 ¢ ith its focus on |scc?unt segment,
the average selling prices through
both TV/ e-commerce are ~1/3rd the

2 07 20 1 20 prices 5 years back. However,

: 0.1 0.4 volumes have increased ~10x in the

o LI -0 || same period

FY10 FY11 FY12 FY13 FY14 FY10 FY11 FY12 FY13 FY14
Source: Company Source: Company

/‘AXIS CAPITAL 15



21 AUG 2014 Company Report

...Revenue model

---------------------------------------------- Vaibhav Global
RETAIL
10,000 2,500 1,800
(Rs mn) > 9,110 (Rs mn) 2250 (Rs mn) > 1,620
Phe P4 -7
8,000 P 2,000 - 1,500 . .-
36% CAGR _.-" 6670 e 200 31% CAGR__-"" 150
.7 81% CAGR _-~ ' -7
6,000 -7 4830 1,500 ° ™ g5 910
~~73,950 e 1,070 900 | .-~
4,000 s 1,000 e
2,630 - 730 600 540
-7 460
2,000 500 | 510 300
0 0 0
FY10 FY11 FY12 FY13 FYl4 FY10 FYI1 FY12 FY13 FYl4 FY10 FY11 FY12 FY13 FYl4

Source: Company

Consolidated revenue: Internet remains the fastest growing segment, now comprises ~1/6" of revenue

mm Total revenue  —O—TV shopping (RHS) —o— Internet (RHS)

15,000 Rs mn) (%) | 100 Internet channel must be viewed as
78 complementary to TV channel.
12,000 . 75) 80 Solid growth in Products which remain unsold on TV
9,000 60 e-commerce revenue get listed on internet channel and
increased its share of total are often sold at discount, this
6,000 40 revenue to 17%, which we mitigates inventory risk for VGL.
estimate will reach 35-40% Further, internet channel needs no
3,000 20 \_in next 5 years marketing cost (as majority are TV
0 0 shopping customers)

FY10 FY11 FY12 FY13 FY14

Source: Compan
/‘AXISCAPITAL ource: Gompany 16
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Extensive product range

—————————————————————————————————————————————— Vaibhav Global

RETAIL

Fine & Product catalogue includes
Fashion bracelets, bangles, earrings,
Jewelry studded jewelry efc

Product catalogue includes
watches, bags, phone
protective shells efc

Fashion
Accessories

Other
Lifestyle
Products

Product catalogue includes
office and home décor, etc

Portfolio of 65,000 designs augmented with recent launch of lifestyle accessories

/‘AXIS CAPITAL 17



Integrated global operations

India

¢

Corporate HQ - Jaipur,
Rajasthan. ISO 9001:2008
manufacturing facilities
Production capacity of 5-6 mn
pieces p.a. VGL intends to build
new plant at SEZ Jaipur, with
capacity of 1.2 mn pieces p.a
Over 2,200 people in
corporate, manufacturing,
design, sales & marketing,
customer service, logistics and
support functions

USA

¢
¢

¢

¢

USA HQ - Austin, Texas
Liquidation Channel (US-based
TV channel) and e-commerce
Reaching 68 million (FTE)
households.

Over 650 people in sales &
marketing, customer service,
logistics, TV production,
ecommerce and support
functions

21 AUG 2014

RETAIL

( Sourcing markets J

- ¢

¢

Seamless value delivery from complete vertical integration

Company Report

Vaibhav Global

Asia

China is the hub for sourcing
fashion and lifestyle accessories,
accessed from multiple locations
Sourcing capacity from

China at 10-12 mn pieces p.a.
Outsourcing operations
expanding to Hong Kong,
Indonesia and Thailand

~120 people in purchase/
procurement and ancillary
functions across Asia

UK
¢ UK HQ - Hampton, Middlesex

The Jewellery Channel
(UK-based TV channel) and
e-commerce

Reaching 25 mn households
Over 100 people in sales &
marketing, customer service,
logistics, TV production,
ecommerce and support
functions

/‘AXIS CAPITAL
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Sourcing: One of the key advantages of VGL vs peers

Competitive
Pricing

Mapping latest
fashions

Rapid
turnaround

Low
investment

Scale

Rexibility

Access to latest
manufacturing
technologies

-

21 AUG 2014
Vaibhav Global

RETAIL

Company Report

Assessing
valve
perception —
design/
fashion trend/
price in target
markets

Core
competency
of vendor

Vendor
evaluation
process

Sourcing from
appropriate
micro-markets
in China/Asia

Delivery/
quality/

timeliness

Focus on best
price to
customer

Proprietary

Size of

Sourcing product line/ design/
price to capacity development
deliver capability

excellent Multi-vendor

value quotes to

gauge bottom
price
discovery

AAXIS CAPITAL

19
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Product development aligned with demand patterns ompany Repor
----------------------------------- Vaibhav Global

RETAIL

Process

Valentine’s Day & , )
Sty P e iz Mothfers Day Summer ?roduct Line 1
Process begins — September e e 2 Process begins — December ¢ Buyer discussions

: Product in warehouse — April Product in warehouse — May
Product in warehouse — January

¢ Evaluation/feedback of
last year's hits/misses

¢ Product development
strategies — by category
Fall Product Line

Process begins — March
Product in warehouse — August

Holiday Season

Process begins — June
Product in warehouse — October 2

¢ Discussions/directions
with global design teams

6 5 4 3

: ¢ Products finalized ¢ Live sample ¢ Product development
¢ Product in by b luati :
y buyers evaluation reviews
warehouse . .
¢ Orders placed ¢ Buyer reviews ¢ Final approval to
sketches/ designs/
styles/concepts

/‘AXIS CAPITAL 20



TV shopping snapshot

e

17355562 142
Artisan Crafted
Mojave Blue
Turquolse (Rnd)
Pendant without
Chaln In Sterling
Sliver Nickel Free
TGW 4.38 cts.

I!millli%luH
1

T

INCHES

You Save: $113

fue ® 512-044-4304

Exceplional Qualily
Exquisite Designs
Quistanding Value

¢ VGL runs 24*7 TV shopping networks in both US (Liquidation
Channel) & UK (The Jewellery Channel)

¢ VGL reaches approx 70 mn households in the US (60%
penetration) and 25 mn households in the UK (100% penetration)

¢ All content is LIVE and the same is available across other platforms
such as Internet, mobile etc

21 AUG 2014
Vaibhav Global

RETAIL

Company Report

Live TV shopping (The Jewelry Channel, UK) Live TV shopping (The Jewelry Channel, UK)

1749762

Larimar (Pear),
lolite Bracelet
in Platinum
Overlay Sterling
Silver (Size 7.5)
10,750 Ct.

FOR PRESS
Plat 0-lay 1
Gold 0-lay 2
BuyAN (£14990) 3
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Key TV shopping stats for VGL: US & UK

wnTIC couk

Total no. of households (mn) 141
No. of households reached (mn) 95
Penetration (%) 67%

¢ LIVE programming helps enhance user experience and drive No. of ‘pleces sold/ day (000) 18
higher user engagement, resulting in improving retention ratio and Avg price (USD) 24
higher revenue per household Source: Company
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Internet shopping snapshot

Internet: Catalogue shopping (liquidationchannel.com, US)

| Apatite

Enter Ge:

L Platinu
- Gold
| Silver
Steel
Others

Size 5

! Size 6

Size 7

Lgize 8

) Size 9
) Size 10

W Luxury

g4
mstone
METAL
= -
RING SIZE Zelena Quartz (Cush éyEil Ct), Zelena Quartz (Cush 24.00 Ct), Zelena Quartz (Cush 11.00 Ct),
Russian Diopside Ring in 14K YG Russian Dicpside Cuff in 14K YG Russian Diopside Pendant With
and Platinum Overlay Sterling Silver and Platinum Overlay Sterling Silver Chain (20 in) in 14K YG and
Nickel Free (Size 7) TGW 9.80 cts. Nickel Free TGW 46 65 cts. Platinum Overlay Sterling Silver
Nickel Free T..
Est. Ret. Val.: $589:89 You Save: Est. Ret. Val.: $4399:59 You Save: Est. Ret. Val.: $599-59 You Save:
LC Price: $39.99 [eV:L/Qll | LC Price: $129.99 [eRL7/Q LC Price: $39.99 94%
ADD TO CART & ADD TO CART & ADD TO CART &
Loy / e !
‘,“.: . a0 t.@vb 4 '\‘
ARk SRR, Ay \
I |
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Yellow, Pink and Yellow Polka Dot Yellow Sapphire (Rnd) Ring in Yellow Quartzite, Yellow

Zaire Rhodonite Bracelet (Size

7.50in)
You Save:
90%

ADD TO CART &

Est. Ret. Val: 59556
LC Price: $9.99

-

Yellow Quartzite Earrings and

¢ VGL also retails jewelry on internet platforms at highly
discounted prices (http://www.liguidationchannel.com/) in
the US & (http://www.thejewellerychannel.tv/) in the UK

¢ The two ways of retailing

e Catalogue sales: Fixed price (including the discount)

e Rising auctions: Starting from the base price, the auctions rise
by an increment of 1 USD/ GBP depending on user demand for

the product

¢ Apart from driving incremental volumes, internet sales will
also clear out VGL's inventory, thus reducing inventory risk

/‘AXIS CAPITAL
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Internet: Rising auctions (liquidationchannel.com, US)

4
@

Orissa Rhodolte Garnet (Rnd 0.60
Ct) Cross Pendant With Chain (20
in) in Platinum Overlay Sterling
Silver Nickel Free TGW 3.20 cts.

00:00:00:13

$5 (6 bids)
Est Ret Val. 6308
*Sonia

"~ LOGINTO BID

o
=,
2

4
I

Yellow Jade, White, Yellow and
Green Austrian Crystal Ring in ION
Plated VG and Stainless Steel

’%-ers 5

@

Black Austrian Crystal Ring in
Stainless Steel (Size 6)

}

J Francis - 100% Viscose Multi
Color Scarf (72x28 in)

(522

Madagascar Paraiba Apatite (Ovl)
White Topaz Pendant With Chain
(20 in) in Platinum Overlay Sterling
Silver Nickel Free TGW 1.540 cts.

00:00:00:14 00:00:00:15 00:00:00:16
$2 (2 bids) $1 (1 bids) $5 (5 bids)

Est Ret Val.. 88 Est Ret Val.. 888 Est Ret Val.: 8432

*Karen H. *Merry *William and cherlyn

S i
L AN

Stainless Steel Earrings

Dale’s Dynamite Deal Russian
Diopside Carpet Bracelet
(Stretchable) TGW 350.00 cts

Black Glass Pearl, Glass Earrings
and Necklace (24-27 in) in
Silvertone and Stainless Steel

Key internet stats for VGL: US & UK

No. of pieces sold/ day

Avg price

(1000} 8
(USD) 13

Source: Company
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Strength
¢ In-house brands: Success in building own brands, such as
ILIANA, Rhapsody, J Francis, FH, Karis and Elanza

¢ Global cost competitiveness backed by broad-based
manufacturing infrastructure and end+to-end vertical integration

¢ Strong product design and development: Has a team of over
250 employees worldwide for trend-spotting and product
development

¢ Large number of Gems and Jewelry institutions in India that
supply trained manpower to VGL

Rich industry experience & knowledge of Promoters

¢ Rising gemstone prices
¢ Attrition of show hosts
¢ Global economic slowdown

¢ Competition from Indian as well as international
companies, if they replicate VGL's low cost model

Threats
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Expect healthy revenue growth over the long run
---------------------------------------------- Vaibhav Global

RETAIL

¢ Expect 20% CAGR in revenue over the long run

e FY15 revenue growth (17% YoY) will be impacted by lower volume in Q1, which was due to transition of outsourcing center
in the US, inventory compression, and upgradation of AMS (software which manages TV business)

* However, expect growth to bounce back to 20% FY 16 onwards, which will also set in operating leverage

* We expect web sales (35% CAGR) to outpace TV sales (16% CAGR) over the long run. E-commerce is expected to account
for 1/3d of consolidated revenue over next 5 years (17% currently)

¢ Operating leverage to drive consistent margin expansion
e With 35% of total costs being fixed in nature, revenue growth will drive operating leverage

* We estimate ~100 bps margin expansion/ year from FY15, as VGL will continue to invest in household reach (increases
carriage costs), HR pyramid and branding in the medium term

20% revenue CAGR over the long run Consistent improvement in EBITDA margin

ETV W internet MB2B mmmm FBITDA  —O— EBITDA margin (RHS)
25 (Rs bn) 3,000 FY15 margin impacted 15%
20 (Rs mn) due to lower volume in Q1
2,500 o 13%
11.0% 11.1%
15 2,000 10.1% 1%
10 1,500 ]
1,000 9%
5 9.1 500 7%
0 0 5%
FY13 FY14 FY15E FY16E FY17E FY13 FY14 FY15E FY16E FY17E
Source: Axis Capital Source: Axis Capital
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Tax incidence set to dent PAT in the short term
---------------------------------------------- Vaibhav Global

RETAIL

¢ PAT to likely remain flat over FY14-16 due to tax incidence

e VGL will start to pay taxes in US & India subsidiaries from FY15 as the benefit from carry forward losses have almost been
exhausted in FY14. We expect VGL to pay 25%/ 28% tax in FY15/16 respectively (2% in FY14)

e Apart from tax incidence, flattish EBITDA margin over FY14-16 (due to investment in opex — mainly S&M spends) also
contributes to PAT being muted

¢ Post FY15, expect robust 30% earnings CAGR

e Post tax incidence from FY15, operating leverage will drive healthy growth in PAT

* While our assumptions peg the net profit margin at 8-9% currently, we believe VGL can potentially surprise on the upside if
(a) volume growth is better than estimates, and (b) better cost control results in lower than expected investments in SG&A

Tax rate set fo increase going forward... ...impacting PAT in the medium term

—0—Tax rate
28% 28% 2,000 1,788
30% 25% (Rs mn)
25% 1 500 1,373 1,377
20% 1,090
° 1,000
15% 615
10%
500
59 2% 2%, J
0% 0
FY13 FY14 FY15E FY16E FY17E FY13 FY14 FY15E FY16E FY17E
Note, VGL has outstanding loan of USD 20 mn to subsidiaries, which were booked
at USD INR of Rs 40. VGL will benefit from exchange gain (~50% INR depreciation
since) when these loans are repaid
Source: Axis Capital Source: Axis Capital
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Operating leverage, low capex to drive robust FCF generation
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---------------------------------------------- Vaibhav Global

Low capex model...

3%

2%

2%

(Capex/ Sales)

2%

2%
1% - 1%
1%
1%
0%

FY13 FY14 FY15E FY16E FY17E
Source: Axis Capital
VGL will be net cash company by FY15
—O— Net cash
3,000
(Rs mn)
2,000
1,000
0
(2,000)
FY13 FY14 FY15E FYT16E FY17E

Source: Axis Capital

RETAIL

...will drive significant increase in FCFs

2,000 FY14: Rs 200 mn forex gain

(Rs mn) 1,675 1,656
1,500 / 1226
956
1,000 735
- l I
0
FY13 FY14 FY15E FY16E FY17E

Source: Axis Capita; Note: In calculating above FCF, we haven’t considered impact of W.Cap

Long term RoE/ RoCE will settle at 30%/ 40% respectively

—0=—=RoE —O—RoCE

100
(%) i‘ Higher due to significant
80 I improvement in operating
margin and PAT YoY
60
40
20
0

FY13 FY14 FY15E FY16E FY17E

Source: Axis Capital
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Global peer comparison
—————————————————————————————————————————————— Vaibhav Global
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US home shopping cos Korean home shopping cos

Listed company leert?l HSN Inc Value V.|S|on Average GS horne CJO hc?me Hyundai .home Average

Interactive Media shopping shopping shopping
Home shopping brand QvC HSN ShopHQ CJO Hyundai
Country - listed us us us : : Korea Korea Korea : : India
M.Cap (USD bn) 13.9 3.2 0.2 | | 1.8 2.1 1.9 | | 0.5
Revenue 2) 4 9 : 4 : 8 15 : 12 : 20
EBITDA (2) 6 54 I 20 |1 9 11 | 10 1 19
Adj PAT* 11 1 i 6 i 12 22 i 17 i 0
FY15E 7 30 13 I 76 |1 16 18 14 | 16 1 37
FYT16E 9 31 20 i 20 i 15 17 13 i 15 i 32
FY15E 3 12 | 8 | 11 6 11 | 9 | 41
FYT16E 4 11 i 7 i 11 o) 11 i 9 i 41
St ____25___ 20 S__ L |l ____ a2 1 3 1 25 __
IFY16E 21 17 16 T 12 12 1 I 2 1 20
FY15E 5 5 (5) o2 1 5 5 8 s 12
FYT16E 7 5 3 I 5 | 7 7 9 I 8 | 3

Source: Bloomberg, Axis Capital

Note:

1. Lliberty Inferactive comprises QVC, its proportionate shareholding in HSN and a host of other e-commerce websites. Hence, it is strictly not comparable to VGL
* Adjusted PAT of VGL is flat over FY14-16 due fo tax incidence from FY15 (VGL will pay 25%/ 28% tax in FY15/ FY16 vs. nil in FY14)
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VGL placed favorably
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25
@ liberty Interactive ot
20 * VGL
POt ¢ HSN Inc
= 15 ® ValueVision Media
g GS home shopping P
o * -
w .-=" ® CJO home shoppin
2 10 Hyundai home shopping & .-~ PPIng
z
5
0

Source: Bloomberg, Axis Capital
Hence, it is strictly not comparable to VGL

20 25 30 35

FY 16E - RoE (%)

Note: Liberty Interactive comprises QVC, its proportionate shareholding in HSN and a host of other e-<commerce websites.
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Company financials (Consolidated)

Profit & loss (Rs mn)
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Balance sheet (Rs mn)

Y/E March FY13 FY14 FY15E FY16E Y/E March FY13 FY14 FY15E FY16E
Net sales 8,929 12,983 15,192 18,210 Paid-up capital 761 322 323 326
Other operating income Reserves & surplus 831 2,008 3,202 4,819
Total operating income 8,929 12,983 15,192 18,210 Net worth 1,591 2,329 3,525 5,145
Cost of goods sold (3,023) (4,305) (5,059) (6,064) Borrowing 1,432 964 700 300
Other non-current liabilities 13 13 15 18
Total liabilities 4,010 4,663 5,420 6,827
Total operating expenses (5,267) (7,255) (8,602) (10,130) Gross fixed assets 1,200 1,270 1,574 1,893
EBITDA 639 1,422 1,531 2,017 Less: Depreciation (624) (609) (700) (80¢)
EBITDA margin (%) 7.2 17.0 10.1 717.1 Net fixed assets 577 661 874 1,087
Depreciation (73) (75) (91) (106) Add: Capital WIP 0
EBIT 566 1,347 1,440 1,910 Total fixed assets 577 661 874 1,087
Net interest (145) (145) (79) 61) Total Investment 1 30 860 1,373
Other income 166 153 92 64 Inventory 2,091 1,962 2,079 2,492
Profit before tax 798 1,553 1,453 1,913 Debtors 356 543 670 711
Total taxation (17) (28) (363) (536) Cash & bank 459 721 187 222
Tax rate (%) 2] 1.8 25.0 28.0 Loans & advances 408 459 546 721
Profit after tax 781 1,525 1,090 1,377 Current liabilities 974 1,357 1,180 1,364
Minorities Net current assets 2,341 2,329 2,305 2,784
Profit/ Loss associate cols) Other non-current assets 118 287 200 220
Adjusted net profit 781 1,525 1,090 1,377 Total assets 4,010 4,663 5,420 6,827
Adj. PAT margin (%) 87 11.7 7.2 7.6
Net non-recurring items (1,637) FY13 FY14 FY15 FY16
Reported net profit (856) 1,525 1,090 1377 Adjusted PAT (INR mn) 571 1,328 1,090 1,377
% YoY 133% -18% 26%
We depict the adjusted PAT (excluding forex gains/ losses) and USD revenue Revenue (USD mn) 164 215 253 311
growth for like to like comparison % YoY 31% 18% 23%
32
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Cash flow (Rs mn) Key ratios
Y/E March FY13 FY14 FY15E FY16E Y/E March FY13 FY14 FY15E FY16E
Profit before tax 798 1,553 1,453 1,913 OPERATIONAL
Depreciation & Amortisation (73) (75) (@1) (106) FDEPS (Rs) 24.4 47 4 33.7 42.2
Chg in working capital 22 274 (510) (444) CEPS (Rs) (24.4) 497 36.6 45.5
Cash flow from operations 1,021 2,019 750 1,101 DPS (Rs)
Capital expenditure (264) (70) (304) (319) Dividend payout ratio (%)
Cash flow from investing (234) (268)  (1,048) (851) GROWTH
Equity raised/ [repaid) (206) (787) 106 243 Net sales (%) 38.1 45.4 17.0 19.9
Debt raised/ frepaid) (167) (468) (264) (400) EBITDA (%) (13.6) 122.6 7.6 317
Dividend paid Adj net profit (%) (0.6) 95.3 (28.5) 26.4
Cash flow from financing (519)  (1,400) (235) (215) FDEPS (%) (1.7) 94.6 (28.8) 252
Net chg in cash 268 351 (533) 35 PERFORMANCE
RoE (%) 36.8 77.8 372 318
RoCE (%) 20.1 47.3 40.6 40.7
Valuation ratios EFFICIENCY
Y/E March FY13 FY14 FY15E FY16E Asset turnover (x) 2.7 5.1 53 5.1
PE (x) 34.9 17.9 25.2 20.1 Sales/ total assets (x) 2.0 3.0 3.0 3.0
EV/ EBITDA (x) 445 19.5 17.7 13.0 Working capital/ sales (x) 0.2 0.1 0.1 0.1
EV/ Net sales (x) 3.2 2.1 1.8 1.4 Receivable days 14.5 15.3 16.1 14.3
PB (x) 17.1 11.7 7.8 54 Inventory days 252 166 150 150
Dividend yield (%) Payable days 45 50 50 50
Free cash flow yield (%) 0.0 0.1 0.0 0.0 FINANCIAL STABILITY
Total debt/ equity (x) 0.7 0.5 0.2 0.1
Net debt/ equity (x) 0.5 0.1 (0.1) (0.3)
Current ratio (x) 3.4 27 3.0 3.0
Interest cover (x) 3.9 9.3 18.3 31.3
33
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Home shopping: Increasing customer engagement is the key

Increasing lifetime increases customer value

mm Value of purchase p.a. —o—No. of products purchased (RHS)

7.5
1,000 USD) 8
800 6

600

4

400 . 796
200 2
0 0

<1 year 1-2 years 2-3 years 3+ years
< Customer lifetime >

Source: ShopHQ

ShopHQ: Increasing customers and order frequency

mmm Total customers —O=— Avg annual purchanse frequency - orders (RHS)

1,144 1,132
1,022 1,060 is
1,000 754
4.0
500
3.5
0 3.0

CYO08 CY09 CY10 CYT1 CY12 CY13

Source: ShopHQ
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Higher frequency of purchases increases retention ratio

—O— Retention ratio

100%
82%
80%
60%
40%
20%
1x 2x 3x 4x 5x
< Frequency of purchase >

Source: ShopHQ

—O— Retention ratio

ShopHQ: Increasing customer retention

60% 599 519

50%

40%

32% 32%

30%

20%

CY08 CY09 CY10 CYT1 CY12 CY13

Source: ShopHQ

/‘AXIS CAPITAL

35



21 AUG 2014 Company Report

Most TV shopping networks have diverse product mix
---------------------------------------------- Vaibhav Global
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QVC: Revenue mix HSN: Revenue mix Shop HQ: Revenue mix

Jewelry Jewelry &
1% Watches
Apparels & 13%
Accessories Apparel &
H
28% accessories ome Home/
Electronics,
14% e Consumer
furnishing | :
electronics
et 43%
Jewelry 51%
12% Fashion &

Beauty & accessories
Health 33%
ANA

VGL: Revenue mix

VGL estimates the mix of
lifestyle products over the

next 5 years to improve to
30%+

Unlike its peers, VGL's primary focus
is on fashion jewelry and we expect
Fine & this to be the flagship segment over
Fashion the long run even as the company

Je%i'/’y has launched lifestyle products

Source: Companies
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Mobile becoming a complementary medium to TV shopping
---------------------------------------------- Vaibhav Global

RETAIL

Mobile commerce growth for multi category retail Mobile share of e-Commerce
250% o . 57% 55%
223% 221%
200% 50%
o 37%
150% s 33%
30%
100% 20%
20%
° 61%
50% 10%
1
0% 0%
us Japan  Denmark UK Italy Global Japan Italy Denmark
Source: QVC Source: QVC
Trends in mobile e-commerce for QVC Mobile increases monetization potential for off-air products
40% 38% Off-air products Existing New
(%) customers customers
30% PC web 59 70
Mobile 50 66
20%
Tablet 47 59
10% Mobile apps 27 42
Phone 18 12
0%
CY10 CY11 CY12 CY13 QICY14
Source: QVC Source: QVC
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New customers are younger, prefer shopping through mobile

New customers for online/ TV shopping are relatively younger

= US Example

= QVC 2009 — QVC 2013 — New Customers 2013

Age Distribution

18%

9%

Age 18-34 Age 35-44 Age 45-54 Age 55-64

Source: QVC

New customers prefer shopping through mobile

== US Example
— Phone
= PC
Mobile

Existing Customers
2013

26%

Age Distribution by Platform

Age 65-74

New Customers
2013

Age 75+

18%

9%

0%

3
18-34 35-44 45-54 55-64 65-74 75 + 18-34

Source: QVC
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Age profile of new customers is 20 years younger vs. existing

35%

26%

18%

9%

0%

Existing Customers New Customers

2013 2013
35%
N
A
/\ ~ / \K
/D
/ %\\
18% / \
/ \\\
\
9% -
/ N\
N
0%
1834 35-44 4554 5564 6574 75+ 1834 35-44 4554 5564 6574 75+
Source: QVC

These trends make it imperative for VGL to invest in
mobile technologies (making its websites mobile
ready) and launch mobile apps. This will enable VG
to better target the 15-35 age group, while majority

customers are now in the 35-65 age group )

N\
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FY05-07: Major acquisition and launch of high-end retail stores
---------------------------------------------- Vaibhav Global

RETAIL

FYOS FYO6 FYO7

500
¢ Proactively shifted a predominantly B2B

model to B2C

¢ International presence established
through acquisition of the STS
Group of companies (related to
promoters)

¢ 12 retail chain stores set up at
Alaska, Caribbean Islands,
Mexico, St. Kitts, St. Thomas,
St. Maartin

400

300

¢ Retail chain stores at major
international tourist destinations

200 set up, under the brand name
Milano Diamond Gallery

¢ Diamond processing unit set up

in Adarsh Nagar, Jaipur

¢ Set up 7 more retail stores at high-end holiday
destinations, taking the total count of stores to 19

¢ Started 24*7 online jewelry shopping channels
in UK and Germany

facility at Thailand and
marketing facilities at USA, UK,
Japan, Hong Kong and Canada

|
1
|
|
|
|
|
1
|
|
|
¢ Acquisition of manufacturing
|
1
|
|
|
|
|
1
|
|
|

< ¢ Started constructing new manufacturing plant at
100 ¢ USD 70 mn GDR issue EOU. Jaipur
, ¢ Warburg Pincus, one of the
! leading PE investors in the
0 | world, invested USD 47 mn
< < < < < o) : ) o) o) o) o) Ne) : 0 Ne) Ne) Ne) No) N
< Q < Q < Q<2 < < < _‘g < Q % Q < _C;
o c o2 9 0 s c (o)) Jul &
(Rs mn) < =2 < S a o2 i < = < S 3 2 i < =2 2 o A L
| |
Revenue 1,677 : 2,975 : 5,192
EBITDA 165 ; 434 ; (208)
| |
PAT 147 : 357 : (237)
Gross Fixed Assets 184 : 567 : 877
| |
Goodwill 0 : 2,532 : 2,551
Equity 636 : 6,497 : 6,221
| |
Net Debt 221 : (8471) : 610
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21 AUG 2014 Company Report

FY08-10: Impacted by recession, transformed to B2C model
---------------------------------------------- Vaibhav Global

RETAIL

FYO8 FYO9 FY10

¢ Launch of The Jewelry Channel, USA
¢ Consolidated manufacturing capacity
- scaled down Bangkok operations
250 | & Rs 2 bn diminution in value of
investments

300

¢ Closed businesses where
management did not have visibility of
cash generation. Hence, exited
German TV retail market; Caribbean/
Alaska B&M Retail markets

¢ Consolidated US wholesale & TV

¢ Further consolidated operations and reduced
operating costs in H1

¢ Transformation to B2C model: Radically
changed product mix bringing in entirely
new, lower price point product ranges to
customers. New product mix lowered

200 operations; Consolidated gemstone average price point to USD 41 /piece from
manufacturing operations in Jaipur USD 132 in FYO8
¢ Renegotiation of various contracts like ¢ UK TV fully turned around, US TV in the
150 airtime, rent, shipping efc process of turning around

¢ Rs 2.3 bn diminution in value of
investments (incl doubtful debits)

¢ Vaibhav enters Corporate Debt

Restructuring (CDR) cell

Pulak Prasad resigns from board

¢ One of VGL's competitors, Gems TV, closed
its US operations and sold its UK operations
to another of VGL's competitor. This gave

100 ¢ Issued fresh equity aggregating to VGL some maneuvering room

|

Rs 945 mn through GDRs to Nalanda !

India Fund Ltd, (aggregating to ~13%

50 of post issue share capital) :
¢ Pulak Prasad, Founder, Nalanda I
appointed as Director |

|

0 ' :

s 3323533233383 33333%:83;
(Rs mn) < = <8° S a L i < = < S a u“.’i < = Z o} A L
Revenue 7,608 i 5,948 i 3,382
EBITDA (1,707) : (1,034) : (277)
PAT (1,849) | (1,536) | (575)
Gross Fixed Assets 1,041 : 787 : 553
Goodwil 1,844 | 1,798 i 1,852
Equity 4,627 : 2,169 : 1,857
Net Debt 1,603 i 1,781 i 1,756
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FY11-14: Hit the sweet spot of US/ UK digital commerce
---------------------------------------------- Vaibhav Global
RETAIL
FY11 FY12 FY13 FY14

Qoo | | | |
¢ Business fully turned | # B2C revenue reaches 85% |, ¢ 3rd consecutive year of |+ Exited from CDR by :
800 around; gross margin : of total revenue : substantial cash flows, used | paying recompense :
improves i ¢ 0.5mn+ registered users I for paring debt i ¢ 1.3 mn+ registered users 1
Launched many new | ¢ Launches Lifestyle products | 4 Strong management | ¢ Expanded integrated US|
700 inexpensive product I (scarves, bags, watches, I resources at I operations in Texas fo 1
lines - good customer | mobile covers efc) | operational/strategic levels | over 65K sqgft and |
600 response I ¢ Repeat purchase increases 1 ¢ Proposal to exit from CDR 1 also moved UK |
Capacity expansion | to 8x (6.5x in FY11) | mechanism approved by | operations fo a new |
500 plan at Jaipur facilities 1 [ CDR Empowered Group in 1 30K sq ft facility in [
to cater fo rising | | March 2013, subject to | London |
400 demand from US/ UK 1 ' payment of recompense I« Strengthened l
B2C retailing | S Comepletion of open offer; | board with |
| | promoter group along with | 4 more Directors |
300 I I management acquired i ¢ Pulak Prasad I
: | ~28% stake | rejoins board |
200 [ I I I
| | | |
| | | |
100 | | * Rs 1.6 bn FCF used to |
I R i | repay debt and redeem,
o et e ~ . ! preference shares :

© 2 2 2 2 iz Z Z Z - S @ & & & 2,09 0 o © o 3,3 3

= < [ N O ol = < > B o ol = < ®» G O ol = < > 5 O a9l = <

€2 26 &8 £2,2 2 266 & £, 228 & £, 2206 & &2 2
(Rs mn) | | | |
| | | |
Revenue 5,255 | 6,465 | 8,929 : 12,983 :
EBITDA 590 I 740 : 639 : 1,422 I
| | | |
PAT 424 : 786 : 781 : 1,525 :
Gross Fixed Assets 594 : 709 : 847 : 904 :
| | | |
Goodwill 1,856 : 1,864 : 353 : 366 :
Equity 2,051 : 2,653 : 1,591 : 2,330 I
| | | |
Net Debt 1,643 : 1,459 : 1,150 : 523 :
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Name Designation Background
Commerce graduate with an MBA from Columbia University, New York (USA). A first generation
Sunil Aarawal Chairman & entrepreneur, he established Vaibhav in 1980 and has immense knowledge of gemstones and jewelry.
9 Managing Director He represented the company at all major international trade shows and jewelry fairs. He is credited

with the pioneering commercialization of popular gemstones like Tanzanite

Began his career in his emerald trading and export business, and has gained considerable experience
Rahimullah Whole Time Director and knowledge in this field. Travelled extensively in Africa, Europe and the Far East to source rough
stones. He has 40 years of industry experience

One of the renowned jewelers of Jaipur with vast experience in the manufacture of colored gemstones.
He is associated with the Company since 2001. He is specialized in high volume gemstones and
beads, and is one of the leading global players in this segment. Mr. Bardiya is the President of
Jewellers Association, Jaipur & also working committee member of GJEPC, Mumbai

Retired IAS officer. He is a gold medalist in M.Sc (Physics) from the University of Rajasthan and a P.G.
Mitha Lal Mehta Director Diploma Holder in urbanization from the University of London. He served in various senior government
positions culminating in his becoming Chief Secretary of Rajasthan in 1994

Mr. S.S. Bhandari, B. Com., FCA, is a Practicing CA since 1970. He is Founder Partner of M/s. S.
Surendra Singh Bhandari Director Bhandari & Co., Chartered Accountants, Jaipur and is one of the leading consultants to various
companies. Mr. Bhandari is presently on the Board of Directors of Bank of Baroda

Nirmal Kumar Bardiya Director

Sheela Agrawal Director She is the mother of Mr. Sunil Agrawal, Chairman. She is also an active social worker

Founder of Nalanda Capital. Prior to Nalanda, Pulak was with the global PE firm Warburg Pincus for
Pulak Prasad Director more than 8 years where he was MD and co-head of India. Before Warburg Pincus, Pulak spent é
years at McKinsey in India, South Africa and the US

His experience spans 40 years and recently he has been MD & CEO of “Tata Sky Ltd” from 2004 to
Vikram Kaushik Director 2010. He is currently holding directorship in Sistema Shyam Teleservices Ltd from July 2011 and India
Capital Growth Fund from June 2012

A CA with rich experience of about 38 years in Corporate Finance, Taxation, Statutory and Internal
Mahendra Kumar Doogar Director Audit etc. He is presently on the Board of various companies and has been a member of Corporate
Governance Committee constituted by SEBI under the Chairmanship of Mr. Narayan Murti

Has extensive international experience of almost 34 years in various fields including consumer products,
Peter Duncan Whitford Director marketing efc. He has been Group CEO & Chairman of The Wet Sea Inc., President Worldwide of The
Walt Disney Company Inc etc
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Name Designation Background and responsibilities

Joined VGL in December, 2013 as Group CFO. He is CA, CS and CWA and has 17 years of experience in
Hemant Sultania Group CFO strategic financial planning, budgeting, project evaluation, taxation etc. Prior to VGL, he worked as CFO with
Dr. Lal Path labs, Vice President with Bata India Ltd and Senior Tax Manager at Ernst & Young India

Joined VGL Group in 2009 as President of Liquidation Channel, USA. He has over 25 years of experience,
President, working with MNCs such as Gordon Jewelry Corp, Limited Brands, GAP Inc, The Walt Disney company, The
Liquidation Channel USA United Colors of Benetton efc. He holds a Bachelor of Applied Arts and Sciences Degree, with emphasis on
Business Administration/Management & Human Performance Technology from Texas State University

Gerald Tempton

Joined VGL Group in April 2013 as MD of The Jewellery Channel UK. Prior to VGL, he was at Signet Jewelers
(the largest specialty retail jeweler by sales in the US and UK) for 6 years as Director of Marketing for the UK
division. Colin also held a number of leadership marketing roles in major UK businesses

Joined VGL Group in October 2013 as CIO. Prior to VGL, he held leadership positions with many Fortune 500
companies. Most recently, he was SVP and ClO of Academic Partnership and prior to that, he held similar IT
leadership positions at A.H. Belo Corporation, Bear Stearns, Blockbuster, Coca-Cola, Computer Sciences, Dell,
and General Electric

Managing Director,

Glellin fegiolicc The Jewellery Channel UK

Charlie Curnow Chief Information Officer, Group

Has total 17 years of experience in HR. He was previously employed with companies like NTPC, Kalpataru
Pushpendra Singh Vice President, HR Asia and Reliance Communications. He has successfully implemented many Talent Acquisition, Talent Retention and
Talent Management initiatives in his career
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Name FY06 FYO7 FYO8 FYO9 FY10 FY11 FY12 FY13 FY14

Sunil Agrawal

AN

Nirmal Kumar Bardiya
Rahimullah

M.L. Mehta

S.S. Bhandari

Ms Sheela Agrawal
Pulak Chandan Prasad
Vikram Kaushik

AN N NN
AN N NN
SN NN X
DV AN N NN
DV NN N NN
VAN NN NN
DV NN N NN
DV NN N NN

Mahendra Kumar Doogar
Peter Duncan Whitford
Anandi Lal Roongta

AN
AN N NANE N Y NRN

Suresh Punjabi

Sanjeev Agrawal

AN NN

AN NN

NSNS X
<

Ikramullah

Santosh Madan v

Source: Company
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Management/ Auditors: Changes in composition over time
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Vaibhav Global

RETAIL

Company Report

MD FY06 FYO7 FYO8 FYOQ FY10 FY11 FY12 FY13 FY14
Rahimullah v v v v v v v v

Sunil Agrawal v
CFO FYO06 FYO7 FYO8 FY0OQ FY10 FY11 FY12 FY13 FY14
Pramod Akhramka v v v v v

Atul Agarwal v

Anshuman Khandelwal* v v

Hemant Sultania v
Note: * Anshuman was Senior Manager Finance Accounts as at FY13

Auditors FYO6 FYO7 FYO8 FYOQ FY10 FY11 FY12 FY13 FY14
M/s Haribhakti & Company v v v v v v v v v
M/s B. Khosla & Co v v v v v v v v v

Source: Company
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Axis House, C2, Wadia International Centre, P.B Marg, Worli, Mumbai 400 025, India.
Tel:- Board +91-22 4325 2525; Dealing +91-22 2438 8861 - 69;
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CONFLICT OF INTEREST DISCLOSURE

We, at Axis Capital, are committed to providing the most honest and transparent advice to our clients. However, given the nature of the capital markets, from time to time we are faced with situations that could give rise
to potential conflict of interest. In order to provide complete transparency to our clients, before we make any recommendations, we are committed to making a disclosure of our interest and any potential conflict IN
ADVANCE so that the inferests of our clients are safe- guarded at all times. In light of this policy, we have instituted what we believe to be the most comprehensive disclosure policy among leading investment
banks/brokerages in the world so that our clients may make an informed judgment about our recommendations. The following disclosures are intended to keep you informed before you make any decision- in addition,
we will be happy to provide information in response to specific queries that our clients may seek from us.

Disclosure of interest statement (As of Aug 11, 2014)
1. Analyst ownership of the stock No
2. Investment Banking mandate No

We are committed to providing completely independent and transparent recommendations to help our clients reach a better decision.

This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document should be construed as investment or financial
advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document. The intent of this document is not in
recommendary nature

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), and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors

Axis Capital Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the
information and opinions contained in this document

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. This information is
subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from time fo time without any prior approval

Axis Capital Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this
document. They may perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a
separate, distinct and independent of each other. The recipient should take this into account before interpreting the document

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of Axis Capital Limited. The views expressed are those of analyst and
the Company may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any
purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed
or redistributed in Japan or to any resident thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves
about, and observe, any such restrictions

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise
from or in connection with the use of the information.



