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Ladies and Gentlemen, Good Day and Welcome to @4Fah 2018 Financial Results of

KDDL Limited. This Conference Call may contain fawd-looking statements about the
company which are based on the beliefs, opiniond,expectations of the company as on the
date of this call. These statements are not theagtees of future performance and involve

risks and uncertainties that are difficult to potdi

As a reminder, all participant lines will be in thisten-only mode and there will be an
opportunity for you to ask questions after the enéstion concludes. Should you need
assistance during the conference call, please Isagnaperator by pressing “*’ then “0” on

your touchtone phone. Please note that this camderis being recorded.

I now hand the conference over to Mr. Yasho SabddD, KDDL. Thank you, and over to

you, Sir!

Good Morning to Everyone and a Warm Welcome tooélyou for our Q4 and FY 2018
Earning Conference Call. | am joined by Mr. Sanjdéasown -- CFO of KDDL; Mr. Raj
Sekhar -- CFO of Ethos and our Investor Relatiarsners Strategic Growth Advisors.

| hope that all of you have had the chance tohgough our updated Investor Presentation
uploaded on the exchanges and on our company'siteebs

Let us start with the consolidated performancetle quarter FY 2018, which is Q4.
Consolidated revenue rose by 34% from Rs. 102.8srm Rs. 138.1 crores and growth were

contributed by both the manufacturing businessratall arm of our business that is Ethos,

Gross profit grew by 44% from Rs. 39.0 crores ih@d FY 2017 to Rs. 56.2 crores in Q4 FY

2018. Gross margin improved by 283 basis point¥anY basis led by better operational

efficiency and subsequent leverage. EBITDA stoodsat13.1 crores for the quarter, up by Rs.
237% year-over-year. Margin improved by 570 basists Y-0-Y to 9.46%.

Profit after tax after minority interest increaguditifold from a loss of Rs. 0.5 crores in Q4 of
the previous year to Rs. 6.9 crores in the qudater of FY 2018, while cash profits nearly
trebled Y-0-Y to Rs. 10.2 crores.

Let me give a snapshot of the consolidated pedona of FY 2018. Consolidated revenue
grew by 11% from Rs. 453.2 crores to Rs. 501.8esram FY 2017. The growth in FY 2018
was back ended with H2 being much better on accofutite stable regulatory regime and a
strong revival in demand. Gross profit grew by 1ff&m Rs. 171.1 crores in FY 2017 to Rs.
199.9 crores in FY 2018.

Gross margin improved by 209 basis points on a Y-basis. EBITDA stood at Rs. 44.2

crores for FY 2018, up by 78% Y-o-Y. Margin impravby 332 basis points Y-o-Y to 8.8%.

Profit after tax after minority interest for FY 201ncreased multifold from Rs. 1.2 crores in
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FY 2017 to Rs. 18.4 crores in FY 2018, while castfipincreased by 137% to Rs. 30.5

crores.

The Board of Directors have recommended a finalddnd of Rs. 2.50 per equity share

subject to the approval of shareholders at AGM.

Now, we discuss the manufacturing business pedgooe. The global watch industry
continued to show signs of improvement which hdtected in our revenue growth. The
domestic watch segment revival has been more agsettich is very encouraging.

Revenue from our watch component business greRsby3 crores in quarter four FY 2017 to
Rs. 29 crores in quarter four FY 2018. For FY 2048nue grew by 13% Y-0-Y to Rs. 108
crores from Rs. 97 crores in the previous year.B#leve that significant opportunities are

emerging for growth in the domestic segment forclvhwe will need to expand capacity.

Starting this year, we intend to do this in phassgether with technological upgradation
including the incorporation of a latest processolming more automation, digital and 3D
printing, laser machining and welding. With thise wvill ensure not only the continuing
growth in profitability of our core manufacturinggment but also ensure that we remain up to
date in terms of technology, the expansion progciprecision engineering business at
Bengaluru (Bangalore) is progressing as per thisedwschedule and by the end of the current

quarter the existing facilities will be completallgifted and consolidated at the new location.

This segment saw a revenue growth of 26% Y-o-Y fRen6.8 crores in quarter four FY 2017

to Rs. 8.6 crores in quarter four FY 2018.

For FY 2018 revenue grew by 35% Y-o-Y to Rs. 38dres from Rs. 24.7 crores in the
previous year. The flow of RFQ’s leads and ingsirege healthy, and the order position is
strong. We expect the precision engineering businéé continue to enjoy healthy growth.

In addition to market expansion and revenue grpwtlr focus is on improving margins
through improving operational efficiencies and wifhterventions of manufacturing

excellence.

I will now briefly discuss the performance of getail business with us. After a long period of
almost two years of regulatory changes and a chiysyness environment, we witnessed a
significantly calmer H2. We witnessed the revivaldemand and this coupled with strategic
changes in our business model have yielded verytipogesults. We believe these are

sustainable and reflect the huge potential whesehtinsiness holds.
Let me give you a quick snapshot on the regulatbanges and where we stand today. Since,

January 2016 all high-value purchases in India ebi®s. 2 lakhs are required to furnish a Pan

Card. This caused sales to slow down as there esistance among buyers to furnish Pan
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Card details. At Ethos, we responded and loweredrthentory for very high-priced watches
and exited a fevprices categories and brands bringing our focuheoprice category to Rs.
50,000 to Rs. 5 lakhs in the acceptable luxury segrand Rs. 5 lakhs to Rs. 10 lakhs in the
high luxury segment. This means that we reducedamws on price points above Rs. 10 lakhs.
It has taken some time to clear the high-priceceimery, but we have passed that. This is

reflected in our inventory months which have coroea.

The GST rate was announced at a very high 28%lyn2D17. This rate was one of the highest
in the world for watches. This hampered demandsatels. A lot of sales actually happened in
Q1 prior to the GST change.

In November, the rate was revised from 28% to 1@8ich led to a reduction in the prices of
watches. This made India very competitively pricednpared to other shopping destinations
in the world. This rate revision came at an oppmtunoment in the middle of the festive
season which added a welcome multiplier on ourssahat GST has also done is to reduce
our operating expenses in the form of Service Tehich are now subsumed under the GST

rate. This is also visible on reduction in our oteepense.

The other change was the recent change in impgst tlom 10% to 20% plus or higher
surcharge so affectability is about 22%. We aréyalg with the Government to relook at
this. As an industry, we believe we do not need piriotectionist measure and can compete
without an increase in basic duties. As a resuthisfincrease, brands have taken a price hike
on the watches. However, even after the price as@dhe Indian watch market environment
remains competitively priced vis-a-vis internatibmaarkets and we do not see customer

buying shifting out of India for our chosen prigesints.

During the last period of two years, we have erkbadron strategy and helps us to grow our
business and at the same time become profitablebéNeve, we are now in a position which
can catapult us to increase our market share iaugllocations making us the market leader.
Another big change has come from our exclusive dstrategy which has not only yielded
profitable results but created a new level of eegaent with several Swiss brands. We have
been able to better our vendor margins, lower coithgediscounting, negotiate a higher share
of marketing budget from these brands, all thesstep positively impacting our performance.
Our revenue contribution from exclusive brandshet ¢nd of FY 2018 is approximately
13% of the overall Ethos revenue and they conteilaytproximately 22% of the gross margin.
Our goal is to increase the revenue share from ft886year to around 25% in the next 10
quarters to 12 quarters with corresponding positivgact on margins leading directly to an
improvement in net profit.

It is pertinent to mention that the increased sluhnevenue of exclusive brand comes from a

lower share of the very high-priced products aseaaly mentioned earlier. But it also comes

from eliminating very low-priced segment that ise tsegment below Rs. 10,000. Thus,
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sharpening our focus on the chosen price segmemisy also mention that the price segments
we have now chosen to dominate are also the fagtesing and most profitable. We have a
full pipeline of other exclusive brands that arekdo part of Ethos and we expect a portfolio
of such brands to be continuously reviewed so tiwt-performers are weeded out high

performers get a better share of our marketingsao spaces.

Our exclusive brand strategy has gone a step atfealere some brand now wants Ethos to
distribute watches to other retailers. This is mpartant step as it allows the brand to be
available at multiple points of sale with the pnigicontrol remaining with Ethos. It also
encourages the brand to increase its marketingdsperhich allows the brand to gain

popularity and recognition. All in all, it was amin situation for Ethos and the brand.

Last quarter, | mentioned to you about our pilajgct for the business of certified pre-owned
watches. We have commenced this business and lirg tamall steps to understand the
regulatory environment before we commit a largée o this business. This is an important as

it will make Ethos become the go-to destinationatches.

I will now move to give you the financial highlighfor Ethos. Billing grew by 33% Y-0-Y to
Rs. 112.4 crores in quarter four of FY 2018 from 842 crores in quarter four of FY 2017.
For the full financial year, 2018 billings growtra® 16% Y-o0-Y to Rs. 420.0 crores from Rs.
363.6 crores. The billings growth in H2 for theditial year 2018 was 28% on Y-0-Y basis.

Same-store growth in FY 2018 was 10% versus 2%arprevious year. For H2 in FY 2018,
the same store growth was 19%. Thus, we are slmtlyning to the same store growth we

witnessed in the stable regime of the pre 2016 era.

Gross profit grew by 64% Y-o-Y from Rs. 15.7 coite Rs. 25.8 crores in Q4 of FY 2018.
For the full year, FY 2018 gross profit increasgd1% Y-0-Y from Rs. 73.6 crores to Rs.
86.1 crores. Normalized EBITDA stood at Rs. 7.lresdor the quarter, up from a loss of Rs.
1.1 crores in quarter four of FY 2017, while foetfull year normalized EBITDA increased

from Rs. 2.2 crores in FY 2017 to Rs. 18.5 croE®ITDA margin for FY 2018 stood at 4.5%

while in H2 it stood at 8.5%.

Profit after tax for this quarter stood at Rs. &réres, up from a loss of Rs. 2.4 crores in the
corresponding quarter of the previous year, whilethe full year FY 2018 profit after tax

stood at Rs. 4 crores, up from a loss of Rs. @&srin the previous year.

For H2, we recorded profit after tax of Rs. 8.7resoversus a loss of Rs. 1.5 crores in the

corresponding H2 of the previous year.
Cash profit increased to Rs. 3.9 crores in qudder from a loss of Rs. 1.6 crores in the

previous year same quarter while for the full yBaancial year 2018, the cash PAT was Rs.
8.1 crores, up from a loss of Rs. 2.4 crores.
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Stock carrying months for FY 2018 improved to 7.6nths from 8.1 months at the end of FY
2017.

During the last quarter, we opened three new stéhesmulti-brand stores at Oberoi Mall in
Mumbai; the JBoutique in Chanakya Puri in Delhi; and a multiimtastore in Indore. | think
formally it was done a few days ago. In April, weevh launched the Panerai Boutique in Delhi

taking our total store count to 44.
I now welcome your questions and participation.

Thank you very much. Ladies and Gentlemen, wewaW the Question-and-Answer Session.

The first question is from the line of Mangesh Béwagl from Param Capital. Please go ahead.

Sir, a couple of questions from my side. You n@med in your opening remarks as well as in
the PPT that the second-half performance is suiEnSo, | just wanted to get an idea on the
SSG expectation that you have, we can go backab1p% - 13% SSG or you think that
higher SSG is possible? And the backdrop for thatfier the reduction in the GST rates we
had just custom duty which was also improves. Satwlb you think was the impact of that on
the overall growth or that has been basically aiszkpy the market?

Okay, are there any other questions, Mangesh?

Just one more is how much would be the value gtfidni the above 10 lakh price inventory in

the total inventory of Rs. 200 crores? That is, it.

So Mangesh, the H2 performance, every year thpétfdrmance is always better than H1 and
Q3 is usually the best quarter of all. In the FM.20it was more so because we have that brief
period of the price reduction that everybody engbf@ about two months before the import

duty was increased.
And the base was also helpful.

And the base was also low. However, that saillinktthe overall performance is sustainable
because it brings into and | am speaking aboutithisrms of our long-term goal to achieve a
10% EBITDA. You remember, we have tracking from wia spoke pre2016 before the
turbulence hit us, we spoke about achieving a 18¥ BA and at that time we had gone from
3% to 4% and we are approaching 5% EBITDA and 1@#nsto be a long way off, right.

What H2 shows up and it is not only Q3, it is Q8 &4 what it shows us is that EBITDA of

10% is achievable. We are currently in the rangalmfut 6% to 7% EBITDA and over the

next two years to three years with the increasthénmargin with the increase in operating
leverage, we are able to achieve this 10%, it iy eeedible, it is a very achievable number.
Coming now to the question of the same store growith long-term goal for same-store
growth is in the region of about 11% to 12% whicimpares very favorably with not only the
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expected growth in the market but in the luxuryitetide in general. And your third question

was on the...
Inventory.

On the inventory. So the inventory of watches &d@s. 10 lakhs at MRP, the stock is between
2% to 3% of the total stock.

Thank you. We have the next question which from lthe of Rajat Setiya from Vrddhi
Capital. Please go ahead.

So sir, you gave some numbers for exclusive brike< 3% of revenue is coming from them

and 22% of gross margins is coming from them, fight
Yes, correct.

So this 22% is the gross margin that these watahesnaking or this is the contribution of
gross margin of the whole company is coming from...

22% of the total gross margin is earned by thepaomg. 22% comes from exclusive brands, so
13% share of revenue. 22% share of gross margin.

Yes. So, going by these numbers, | think the groasgin for exclusive brands is coming

around 40% so that is correct?

You know there is a range of gross margins acdiffsrent brand but broadly yes, that is

correct.

All right. And sir, gross margin for the comparg @ whole | mean the Ethos gross margin in
this quarter have come around 26.5 percentagespaimd my question is do you think these
are sustainable going forward?

Certainly. You know why | am saying this is pleasenpare this with the gross margins that

existed pre2016.
Yes.

We are getting back on track. We expect gross imarg gradually go up as the share of
exclusive brands increases, but we are not pragetidramatic increase. We are seeing the
numbers we are seeing the share of exclusive brgotgy up, we are seeing that they
contribute higher gross margin. So, after thais iasically arithmetic to check that when an
exclusive brand becomes 25% of the overall revemeethe margin structure is not likely to
change if anything is going to improve what is gpio be the overall increase in margins. And
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that is what we have said, we believe that as werdarger we will get some better leverage
for negotiating terms with the brand and we wilt gperating leverage, so these are three

things that will lead to the overall goal of EBITDM% being achieved.

So, sir, basically on a blended basis exclusiemdls are generating 40% gross margins, so that
means some of the brands or some of the watchelsl wotually be generating probably 45% -

50% kind of gross margins, right?
Some of them could be.

Okay, all right. So, the next question is aroundentory. So, although this year has been
better than the last two years, so where do yawkthie can actually improve our inventory

levels going forward?

I think, our focus is not only inventory, but diacus is really month of paid stock. And we
believe that over the next two years to three yearsinventory levels which is currently at
about 7.5 montheur goal is to bring this down to about 6 month&éeéntory, we believe that

is possible.
You are calculating your inventory days on thet @dgoods sold?
Correct.

All right. And sir, there is a sharp increase pemting expenses in this quarter in Ethos any

particular reason is there one-off?
You are comparing to what?

| am comparing it to last quarter.
That means quarter three?

Yes.

Okay. Sekhar, | am going to let you answer thie please come in on this. | think one effect
is the issue of share of marketing expense recdigad some of the brands but Sekhar, can

you answer that, please?

Yes. | think the biggest increase has been cordgarthe previous year has been the exchange
rate loss that we had incurred in the last pathefyear. In the entire year we had to incur the
loss of about Rs. 2 crores and of which the lastrtgu in itself is about Rs. 1.2 crores that is
one of the primary reasons why the expenses sebm¢oing up compared to what they were
last year.
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All right. So basically, so if | look at quarteiree number this number was OPEX number
which was around Rs. 9 crores and now it has mbwd®s. 14 crores. So Rs. 1 crore you are
saying is because of FOREX and some of that isusecaf add spent contribution that came

last quarter from exclusive brand, is that what gieeisaying?
Yes.
Okay. And what is our policy around FOREX hedging?

As of now, we are keeping them open. So, we atéhedging unless we avail buyers credit
benefits. So, if we take a foreign currency loamdpay our vendors, our policy is to hedge

them. Other than that, at the Ethos level, we asplg them unhedged.
Now that our basically INR is depreciating so fisagoing to hurt us again, right?

Right. So essentially, what you need to understamdw really the exchange rates impact the
P&L of the company. At one point where the excharaje becomes volatile, it does impact
the bottom-line in the short-term but if the degaéon is more permanent then the

depreciation is really compensated by way of higRP’s. An example in the last year when
there was custom duty increase and also the rugpee épreciated, the MRP’s were increased
for many of the brands. Going forward, we also geesame thing happening if the rupee
depreciation becomes permanent or if it finds tees hevel then brands normally seek to
compensate the retailers by increasing the MRP&siaactually turns out to be a win-win

situation for everyone because not only do we getpensated for the higher exchange rate
but when a customer does a comparison for pricessacthe globe, India still remains

competitive despite the increase in MRP’s so teatdrmally the policy that is adopted and

that is one of the reasons why we have always tkepéxchange rates unhedged.

So if | understand correctly. So, while there vii# a hit in terms of FOREX losses but the
MRP’s will increase and our gross margin will inese accordingly...

We will get compensated for it.

Thank you. The next question is from the line oftdePunjabi from EM Capital Advisors.

Please go ahead.

So two questions, one, the manufacturing side vghtite total CAPEX you expect to put to
work over the next year and a half two year thahese and also what kind of revenues, do
you think you get over that CAPEX, right? Let uy sacouple of years now what kind of
revenues could that business be generating, ifpyuhat CAPEX iff The second question is
on the retail side, | can ask that later if you t#an

No, please go ahead.
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Okay. The second question is really what areréeds you are seeing in the retail business in
the sense you are alluded to a pick-up happenidg/an alluded to good demand-side trends
coming and usually it is second-half phenomenabasied on the first-half is there anything

that different or giving you more confidence frone trends you are seeing early today?

Okay. So on the manufacturing side, | presumebthie of your question was focused on the
watch component side On the watch component sitiealhc as | mentioned in my speech
Jeetu, we are now experiencing a pretty strongva¢\wf demand in the domestic segment
which is a very welcome sign because this has @guishing for almost three years to five
years and whether it is a phenomena linked toMiaike in India, exchange rate, | think it is a
combination of various thing and the market itgd$o reviving and we do know that some of
the large international groups are looking at dewielg India as a sourcing base as an
alternative to China. So lot of our plans and itwvesnts is somehow also linked with the plans
of these larger groups. We are in touch with théfe. do know that we will have to expand
capacity. | am not going to be able to give you argct figures because the definite specific
project has not really been put in place. But yoovwk very-very ballpark figures,. | believe
that the watch component business has the capadiiladding Rs. 50 crores to Rs. 60 crores
of turnover over the next two years to three yeand | believe in the modernization and
increase in capacity we probably will need to imasout something around Rs. 20 crores to
Rs. 25 crores. But that Rs. 20 crores to Rs. 2fesns good not only for this but what we also
do is leap frog and get into some of the new teldgies that we believe are important for us
in the future. We have not invested the same inatach component business over the last
three years - four years. The bulk of CAPEX in jwes years was actually was going into the
precision engineering business. So that is assfane@watch component business is concerned.
So, in nutshell, we believe a lot of the growthgming to happen out of domestic demand
revival, it seems it is going to be a robust growtid we are in touch with the respective
parties and we will be tailoring our plans accogdin that. On the retail side, demand-side
trends, we have divided our world into quarterschhénd in December and March, it is not
the way our consumers work. So if we take March Apdl, right these are post March and
April are post-season month even January is thentasith of the season February survives
because of some weddings and some stuff like tlatMarch and April are definitely
postseason and in March and April we see a corttonuaf the robust demand. So obviously it
is anyone’s guess is it a flash in the pan but hdbthink it is because you know March and
April typically are really slog months, but we legaseen a good growth. We have seen a good
growth.

Thank you. We have the next question which fromlithe of Gaurav Somani as an Individual

Investor. Please go ahead.
My first question is after the imposition of Custe Duty starting February, just wanted to

understand have we seen any fall in our daily ade,n understand it is a seasonal business but
has there been any material impact because of Amat3econdly, if you can throw some color
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on the addressable market size which we are tagyetid probably this share of Ethos in the
next three years to five years, where do we sesetfithe market size which you can capture?
And lastly, there was a notification on the dememfethe Ethos business, if you can provide

some update on that? That is, it.

Gaurav, can you just repeat your first questiooyS it was about Customs Duty, right? And
the impact of Customs Duty, right?

Yes, and run rate.

Just let me answer this thing about Customs Dty know what happened is that with the
revival of with the increase in Customs Duty, oficse, the burden increased there was a direct
increase in the import burden and the prices caauk lbo the levels that they were before
November. So what | want to underline is that icelndia have generally been competitive
otherwise, we would never have sold expensive vestéh India. What happened after GST
going down from 28% to 18%, all the brands dropfiesr prices because of you know the
Anti-Profiteering Provisions. Ethos was the firetannounce a drop of 7.8% across all our
brands even before the brands did that. That deatsituation where for most brands India
was 8% to 10% cheaper than anywhere else in thielwamd of course, that contributed to the
great sales that we had in Q3. In Q4, when thipéagd, and the prices went up and that was
towards the second-half of Q4, it is difficult tayswhat was the impact of that because at the
same time the season also ends in February - MBrghas | mentioned the answer to the last
guestion, we saw a pretty robust March as well ilegpe price increase. So | would like to
believe, it has been taken in the stride and ofsmywsome people miss the bbgtnot buying
when the prices were very-very competitive but ggiare still competitive compared to the
rest of domain. We have to accept, and we have twobscious that Dubai has imposed VAT
tax for the first time. So suddenly Dubai is moxpensive. Discounts in Singapore which was
18% - 20%, today you cannot get discounts in SiogapSo in the shopping destinations
outside India the prices has actually gone up aliglremaining very-very competitive. So | do
not think there is has been the very big impadhaf. What was your second question? if you
may please repeat that?

Yes. Sir, my second question was more with thegbaf strategy which we have, and we are
looking to target the watches more in the Rs. 2dato Rs. 5 lakhs segments, what is the
addressable market size which you are lookingtaheamoment and probably what can be our

share say three years to five years down the line?

See, we were always focusing on that price pdins not that we were not focusing on that
price point. It is just that our focus has now beeanuch more sharper in terms of our brand
portfolio, in terms of our marketing efforts. Weedrasically looking at focusing in this price

point between Rs. 50,000 and Rs. 5 lakhs and ihititeluxury segment, in the Rs. 5 lakhs to
Rs. 10 lakhs, | would have to go back and get liaglou on the exact market prices in these
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segments. But overall, we estimate that our cumeantket share in the size, in the price point
above Rs. 10,000 MRP is approximately 13% and oaf & to step this up to 22% by 2021.

And the last point was about demerger. As was dyremnounced, there has been a given
direction to the management of Ethos and we at Kb obviously aware about that is to

work out the option and come up with a definitdatplan to go through with the process and
complete it within 18 months and the first monthtiodt is getting to be over. So, | know that

the Ethos management is working pretty hard.

Sir, any fund infusion into Ethos, fundraise bg tompany will happen post demerger only or
it can happen earlier?

Look, we believe with this revival in demand comiop and our aggressive goal now to
increase the market share, we believe there is-wamy important. Opportunities are now
emerging not only with our exclusive brands bubalsth our core brands. And in order to sort
of grab those opportunities, we might have to edpfaster than what was originally planned
in terms of store count and also in terms of tlze sif stores. So one thing, which | have not
mentioned is that we are changing our strategy¢od a lot on the top 8 cities and in these
cities to create flagship stores much larger tharhave seen of Ethos up to now. We believe
these strategies are very important for us. Tis¢ $uch large flagship stores have already been
signed on for Hyderabad. It is a store with a sizmore than 4,000 square foot that will make
it India’s largest watch shopping destination. Andorder to cater to that, we will probably

need to consider some fund infusion before the dgene

Thank you. The next question is from the line ofiéét Bhatt as an Individual Investor. Please

go ahead.

So a few questions from my side. The first onedstinuing with the question asked by the
previous investor. How much CAPEX are we lookinglaing in Ethos in the next say three
years - four years and | am coming to that becaageéf and | want to understand the dividend
policy as well because we have increased our didgmlicy, we have increased our dividend
this year, right? So would not it be prudent tohpgrs conserve capital and infubat into
Ethos so some comments on your dividend policy% Ehguestion number one. The second
thing was about the margins in the Eigen and thelwdial business. So | think, in the past we
have actually guided for close to 15% EBITDA margirEigen and the watch dial business
being slightly higher. We are seeing that the EBATIDargins are improving quite well in the
last few quarters. So, any guidance on that, howhnto we expect the watch dial business to
do going forward? And the third thing was on thpea billing. So we see that in this year |
understand that the repeat billings went up comalilg because we had to take care of a little
bit of stock clearance as well so how much is aasnsble level and how much are we

attempting to reach in the repeat billings goingviard?
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Okay. So, the first question was about how muelstments is required in Ethos? Okay, so
let me answer that. We believe that Ethos requieget to its goal over the next couple of
years an investment probably a fund infusion ofualits. 50 crores. Your question was what
is our dividend policy? | think, our dividend palibias been pretty consistent and therefore,
we think it is right to keep to this consistentidand policy. Our profit after tax nearly
doubled, it increased by about 80% compared toyleat which is reflected in the dividend
increase as well. That is a decision that we beliswconsistent with our past practices. As far
as EBITDA margins are concerned, you know the watshponent business that typically has
an EBITDA margin of (+20%) we believe this EBITDAangin is going to continue to remain
at that level. | must say that in the watch compoheisiness we have enjoyed this margin. Of
course, we would like to try to increase it. Buttire manufacturing segment, the (+20%)
EBITDA is something which is not very common. Oe threcision engineering business, the
EBITDA margin which is currently in the range ofcaib 11% to 12% is expected to go up as
we are acquiring scale, this is a business tha¢ripon scale. We are acquiring customers,
there is a lot of learning curve happening, | hai¢he sustainable EBITDA margin for the

precision engineering business is probably goingeta the 17% to 18% range.

Yes, sure. So my question was that this year we aaonsiderable increase which | am
guessing is because of the stock clearing thatawamg for. So what are the sustainable level
and how much are we targeting? And in additiorh&d tve are focusing on our price segment
a lot more shopper now right so will that also #iect on repeat billings and how do we see

this going ahead?

Sir, | think our repeat billings has increased s&ase of several reasons. One of them, of
course, you are right is because of the clearaales shat happened in June. However, it is
also very-very intimately related with our markegtinampaign and we have a database with
whom we are corresponding very-very regularly. Waveh a loyalty program which is
extremely active, is extremely engaging and thatige contributing to the high repeat sales. |
do not believe there is going to be a significatitih repeat sales. Although of course, we do
not have to do the clearance sales in the sameungeas we did last year. So there might be
some fall in repeat sales but | do not think tfaditi6 going to be very-very substantial.

Sure, sir. | just wanted to understand a littlerathe strategy for the larger store sizes, so one,
could you please help us understand the econorhi@damger store size and how you see that
going ahead? And second, in the last Conference y&al also mentioned that KDDL in the
future would also strive to cater to the luxuryealis in whole and not just in watches. So is
this also we have in mind that we will have a largi®re size, so that we can perhaps have a
section on some other luxury segment except fochest in the future and that will be easier

for us to do if we have a larger store size?

Okay, Vineet, that question requires almost arr lmanswer completely. But let me try to do
it very briefly. There are other people on the quelarger store size essentially integrates
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with our strategy of the omnichannel platform. Reajo not need to come to stores to conduct
transactions, people do not need to come to storget information. They need to come to
stores to get an experience. Most of the informmagjathering, the research is now done on the
internet and our platform, our website is by fa Hest platform in India among the best in the
world. So, we find people, we find customers comimgur website attracted to our website,
researching on the website, engaging with our watstsultants online. But when they come
to a store, they want the experience, they wanplpelling them watches, they want to look
at a lot of brands, a lot of watches, they warthte their time, it does not matter if they have
to drive 15 minutes extra to get the place. Butmtiey come to the store it is an occasion. It
is an occasion to enjoy watches to be introducedhat is the latest, what is the best, what is
trending, what is classic, what is collectible @odon. For that you need to have a store that is
able to deliver that experience which becomes &érdg®n, a destination cannot be a small
store. A destination has to be a flagship storefuBdamentally that is the reason that is the
argument for a large store and we find that stareshich we have iconic brand which are
large, which are in places which are destinatios fiwd that we to actually transform in terms
of figures. You asked about performance figures, ftge investments are larger, but we know
that the traffic is larger and the cost as a peeggn of turnover are significantly lower. So
while it is difficult to predict right now but | bieve that for example, rent and manpower cost
alone as a percentage of turnover in large st@ese as much as 2% to 4% points different
from our average. The other point which is very amant for large stores is, large stores
continue to grow and show a large growth over & lperiod of time. A small store often
reaches a saturation in four years - five years years and then after that you need to do a lot
of things to continue the same store growth. largd store, because it becomes a destination,
traffic continues to come, you continue to renew #tore, get a new brands, get a new
products, spin stories, create excitement on yoarketing campaigns, it works a lot. We
believe it will be a game changer for the luxurgibess. Your last question was we might add
other things in the luxury segment but franklyhihk there is a such a huge opportunities with
watches and to grow our market share from 13% &b 2¢hich is our goal we are really
focusing a lot of our time on the watch business.

Thank you. Next question is from the line of Hatshukadam fromVibrant Securities.
Please go ahead.

My first question is that with the strong expamsjan in Ethos in the next two years to three
years, do you foresee any kind of pressure on thgyims because initially there will be
upfront costs involved, right? So that is questimmber one, should we assume that in the
short-term margins might be a depressed becausepahsion? Number two, have we added
new brands, exclusive brands at Ethos in the Vastnonths - three months, if you comment
on that? Thirdly, do you still the timeline for th@lue unlocking, so that was 18 months. So
do you still foresee that timeline will be adhete@ Thanks.
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In terms of expansion and pressure on margirtsnk the expansion for it to have an impact
of margins it always depends on how many storespaped to how many stores you have
already. | do not expect that to be too much pmessa margins overall as a result of this
expansion. New brands | know we have added a coefplands or some brands are just
about to be added | know we have added Christiriahwik brand in the price point around Rs.
20,000, very-very well-known brand part of a Sphnigroup, and extremely popular
internationally. They are sponsors of the Tour DenEe the best-known international cycling
tournament. We have also signed on Junghans. Jusigdh#he economic German brand made
in the black forest area. So you know that the Gerrwatchmaking was extremely well
known let us say about 30 years - 40 years beamigeu know Germany is known for fine
engineering and there were several brands in Gerthah were well-known they are getting a
huge revival and we are participating to actuatipdp some of these economic German brands
into India and they are very much sought-after dijectors. So we alreadyad NOMOS as an
exclusive brand and you know if you are interestediatches you surely know NOMOS. We
have brought in Junghans which is an iconic brahithivhas been there for a very long time
and a new brand which is called MeisterSinger. ifteresting thing about this brand is, it is a
brand that has watches with only one hand. Soribtds the time with only hand. And the
philosophy of denoting the time is very-very insgneg. These are niche brands, but they help
us to make Ethos as the destination for watch Isyyeatch collectors and anybody who gets
passionate about watches. | know that there areoorteo other exclusive brands that are
being signed on or have been signed on but sfifigolgrought in. But as | mentioned there is a
continuous pipeline and we are renewing brandst 8onot only that we are adding brands.
From time-to-time we are also taking decisions wletd some brands which are not
performing up to the mark. And your last questicasvabout the timeframe of 18 months we

are pretty much on track on that. | do not seeraagon to change that.

| want to confirm the primary capital which youedkat Ethos you said Rs. 70 crores, is it

correct?
Yes, we are looking at Rs. 50 crores.

Thank you. The next question is from the line oéts Shah from Maitri Financial. Please go
ahead.

Just wanted to understand whether what are thebeurof new stores opening that are

expected over the next three years and what wattid store size?

Okay. Over the next three years including thig ye@ are looking at an expansion of about 24
stores to 25 stores that is our plan. Of theseytabar 8 are to be these large flagship stores.
They are obviously focused on the largest 7 citiéities and the rest are multi-brand stores
and the usual format. In these, we are planniragltba couple of Tier-ll and Tier-Ill cities that

are not yet on our map.
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Thank you. The next question is from the line afediParikh as an Individual Investor. Please

go ahead.

| just wanted to know about your precision bussnasd which industry do you cater to, first?
And the second is regarding the servicing of watchéat kind of business growth you expect
in that because normally servicing is high margiisibess? And regarding the export portion

of your watch components other than the domes#&®on

So let me answer the last question first whicthésexport of my watch component business.
We export about put together we are probably attabetween 60% and 65% of our business
is export in watch components. | am going to letj&av, answer the question on the segments

of the precision engineering business.

The servicing portion, | mean normally the watshwiith servicing. So | think that is a high

margin business if | understand rightly.

Yes, it is an important part of our business we are relying not on only our own service
centers, but we are relying on getting arrangersentice centers to be able to get the best
service technicians to work for Ethos. So we doreetly see that as a very large growth area
not in terms of numbers and margins that is noameegoing to move the needle. But | think in
terms of ensuring that the Ethos customer getbéise service from the day he starts to think
about buying a watch to post-purchase servicenktthat is very very important, it is a vital
part of that. So | think more important than thenbers is that Ethos must continue to offer
the best service guarantee to its customers. Aasféne segments for the precision engineering

business over to, Sanjeev.

Basically, you are interested in knowing the segtmewhich we service from precision

engineering business?

Yes, | just wanted to know about your precisiosibass and which industries you are going to
cater to?

Yes, in precision engineering business we seiwzi¢he electrical and electronic segment, auto
ancillary, aerospace, defence, instrumentationswmer durables, etc. So there is a wide
segments which we are catering, and our focus &lisis more to move in the segment like
aerospace and defence where entry-level barrierstrere and it is a time-consuming
exercise. Presently our customer base is very amdewe have customers from almost all the

segments and we are seeing healthy growth in@kégments

And how much time will it take to really sort ofayving this business like a year or two down
the line?
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We have been growing in all the segments and Wweuveethat this growth will continue from
all segments. As a focus area, | am saying our mméémest and focus is on moving into the
aerospace segment and to achieve a significahbpaur revenue it may take three years to

four years.

Right, sir. And just to | mean to add one moradsince you are having an exclusive brand in
Ethos is marketing, do you explore business wigmttio your component business because of

your exclusive connections with the brand?

So let me answer that again while we believe bioglh businesses need to stand on their own
feet and they need to be justified on their ownitess. But obviously, the fact that there are
some brands which we are dealing, we are buying tetches leads to a relationship and
then to want to buy our components and vice-a-vét&ahave supplied components they are
keen to sell in India. So obviously it is a synstigi kind of relationship. But the important

point is also to say that both businesses need jostified on their own spend.

Yes, that | understand does it help you like yoow in your component business like in some

way or the other.
Right.

Thank you. We have a follow-up next question whiatm the line of Rajat Setiya from
Vrddhi Capital. Please go ahead.

So | have a question around the demerger of EtBosafter the demerger, will it be an

automatic listing for Ethos?

Rajat, that seems to be the most the simplestnamst direct kind of structure to go for.
However, it is not the only structure, there amaple of other options which | think the board
will examine and present to a particular optionbadaly to shareholders. But yes, the direct
listing of Ethos seems to be the most direct angbkgst process to adopt.

What could be the other option, sir?

Again, | am not an expert on this but as | am toid we are sort of seeking legal opinions and
business opinions on that. One issue is that foreligect investment (FDI) in multi-brand
retail is not really sure what is the actual position that. So that is going to be one
consideration that as we kept in mind and to &lgtiuctures which are possible because | said
| do not want to sort of presuppose anything wherave already starting to work with experts

to give us the options and then we will take a sleai going forward.

Thank you. The next question is from the line ofrstal Mukadam from Vibrant Securities.
Please go ahead.
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My question is on Eigen. So, | think, this quakter grew by around 26% is that correct?
Yes.

Also, we had guided that the growth could be georithan that. So is it like a one-off thing or
should we assume this growth to be going forward?

No, the growth in the coming quarters and nextpt®wf years will be definitely much
stronger than this.

On the standalone balance sheet there is workogrgss of around Rs. 20 crores if | am not

wrong.

That is of this expansion project.

Okay. But we have envisaged total Rs. 30 crorésisncorrect, in the Eigen?

And some part was already capitalized in the previyear so that is not the part of CWIP.

So this entire CWIP is related to Eigen, is itreot?

Major part is related to Eigen, there is some phthe other businesses also.

Okay. And this should get into or should startciioning by this financial year by the end?

We are targeting by second-half it should be féllgctional and as Mr. Saboo has already
shared in his speech by the end of this quartewiide shifting our existing facility to a new

location.

Thank you. The next question is from the line ajdish Geddam as an Individual Investor.

Please go ahead.

I would like to know regarding the operating leage that is going to played out when the
sales are going to be increased. So just wantlkdaw like what is the percentage of operating

leverage we are talking about let us say in the thege years or four years?
Jagdish, welcome and | presume you are talkingtabtihos, right?
Yes. | am talking about Ethos, yes, right.

Correct. So in operating leverage in Ethos, weeekmainly the benefits, mainly the benefits
to come from rentals and from backend expenses.wbelieve that these two expenses as a

percentage of overall cost will lead to an improeemin margin of between 1.5% to 2%.
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There will be a marginal benefit also coming framntend personnel expense and few of the
other things but the bulk of the benefit is reglbing to come from back-end expenses and the

retails.

Okay. So my point here is like if we are goingstll the watches like which are of the price
range of the higher price range, are we lookingpate kind of operating leverage there or like

is it only we are looking at the backend savingar

No, | do not understand your question. What do y@an by operating leverage on high-end

watches, it is not very clear to me?

So it is like the profit margin we are going to keawhile selling maybe a 50,000 watch is
different from the profit margin we are going to keawhile selling somewhere around Rs. 2
lakhs or Rs. 3 lakhs watch, okay. So what | ammgytio understand here is if the sales of the
high-end watches are going to be increased, argoig to see improvement in operating

profit margin?

So | think what | have would say that it is notessarily true that a more expensive watch has
a higher gross margin than a less expensive whtodally depends a lot from brand to brand
because what happens is that the higher-end wastimstimes you have to negotiate higher
margins. But that said, what also happens is thp¢reses like rent on higher priced watches
are lower. So overall, the gross margins across goints are pretty much similar after you
account for the cost of rent and so on. When weawadking about operating leverage, it is not
really based on a price point of watches. Our dpegdeverage as the leverage | get because
of my costs of doing business increase lesser iharevenue increase. So as we are growing
faster | believe that our sales and revenues ang go increase faster than my costs especially
my rent and backend expenses and to a later extgntiunning expenses and frontend

manpower expenses and that is what is going torgv¢he operating leverage.
Thank you. Ladies and Gentlemen, as there are mioefuquestions from the participants, |
now hand the conference over to Mr. Yashovardhao&#or closing comments. Thank you

and over to you, sir!

I would like to thank all the participants at tii®nference Call and wish you all the best. We

close the call now. Thank you very much.

Thank you very much. Ladies and Gentlemen, on lbefigdDDL Limited, that concludes this

conference. Thank you for joining us and you maw xdésconnect your lines.
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