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Higher gold prices generally imply better
relations for Tanishq & CaratLane. This is
because the demand for wedding jewellery
is relatively inelastic, in value terms, and
the making charges paid by Titan's
customers are linked to the price of gold, &
also Titan hedges 100% of its gold
inventory. Demand in 2HFY25F is
expected to be better than in 1H due to
higher wedding days & the festive season.
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when gold prices rise. With the gold loan
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The NBFC is backed by a strong promoter
and robust management team with a
proven track record. It has the most
stringent lending practices among peers.
The stock has marginally corrected after
the RBI lifted its ban on IIFL and is currently
trading at 2.9x FY26F P/BV.
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Metals and Mining
Gold — The Trump Impetus

= Russia’s experience (US$ assets frozen by the West) & Trump’s warning to
BRICS to drive central banks of these nations to diversify FX holdings into gold.

m Russia’s experience shows that higher gold reserves, as a % of central bank
reserves (29% in this case), will help any nation tide the wave of sanctions.

= With mine output being slow and Indian & Chinese central banks buying huge
gold, high prices are needed to draw old gold inventory & meet rising demand.

Gold: The mega bull run is yet to begin

In recent years, several seminal events have positioned gold as central banks' favoured
reserve asset. Foremost among these was the freezing of Russian US dollar or USD assets
by the EU and the US, which underscored the vulnerability of fiat reserves. Secondly, the
yuan’s decline as a viable alternative reserve currency further cemented gold’s appeal.
Additionally, US President-elect Donald Trump’s warning that any move away from the
dollar would be perceived as an attack on the currency, and such countries potentially
facing 100% import tariff in the US added to the urgency in diversification of reserves.
Russian President Vladimir Putin’s meticulous planning before the Ukraine invasion
ensured that its central bank assets were diversified, with as much as 29% held in gold,
providing relative stability to its currency despite sanctions. Russia’s experience highlights
the vulnerability of USD reserves and the importance of gold as a strategic asset. This has
prompted central banks of India and China to diversify their reserves into gold—India now
holds 10% of its reserves in gold, while for China, the figure is 5.3%. Meanwhile, traditional
demand remains robust, creating conditions for a surge in the price of the yellow metal.

Gold purchases of Indian and Chinese central banks to pick up pace
Russia played it exceptionally safe by having 29% of its central bank’s reserves in gold,
and India is already at 10%. However, China currently holds only 5.3%. While President Xi
Jinping has consistently professed the merger of Taiwan with the mainland as an unfinished
agenda, achieving this goal—whether through force or posturing—requires maintaining
high gold reserves. Like Putin, Xi understands that any move to attack Taiwan would result
in sanctions and the freezing of USD and Euro assets. To safeguard its financial stability,
China must diversify its reserves. Even if Xi does not intend to attack Taiwan, maintaining
gold reserves for posturing purposes becomes essential. In summary, both Indian and
Chinese central banks, in our view, will continue to buy gold.

To meet demand, price impetus is needed to bring out stored gold
As mine production is expected to grow slowly—at a maximum of 2% CAGR—the gap
between supply and demand needs to be filled by consumer-held gold inventory. However,
to encourage the release of this gold, higher prices will be essential, as consumers are
more likely to sell their gold when prices rise. This price-driven adjustment is crucial for
meeting global gold demand, especially given the constraints on mine production.

Figure 1: US President-elect Donald Trump’s open threat against de-dollarization
serves as a clear impetus for central banks to diversify their reserves into gold

@ Donald J. Trump

@realDonaldTrump

The idea that the BRICS Countries are trying to move away from the
Dollar while we stand by and watch is OVER. We require a commitment
from these Countries that they will neither create a new BRICS Currency,
nor back any other Currency to replace the mighty U.S. Dollar or, they will
face 100% Tariffs, and should expect to say goodbye to selling into the
wonderful U.S. Economy. They can go find another “sucker!” There is no
chance that the BRICS will replace the U.S. Dollar in International Trade,
and any Country that tries should wave goodbye to America.
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Gold — The Trump Impetus

In recent years, several seminal events have occurred that position gold as the
central banks' favoured reserve asset. The first and foremost was the freezing of
Russian USD assets by the EU and the US, highlighting the vulnerability of fiat
reserves. The second is the decline of the yuan as a viable alternative reserve
currency due to China’s increasingly unpredictable policy environment. Lastly, and
perhaps most importantly, US President-elect Donald Trump’s warning that any
move away from the dollar would be perceived as an attack on the currency. He
cautioned that such countries could face 100% import tariff in the US. At the same
time, traditional demand for gold remains robust, which is likely to push its prices
into uncharted territory. Don’t be surprised if gold touches US$5,000 per ounce in
the near future.

Central banks are set to become the biggest demand
drivers for gold

Developing and BRICS nations' central banks are expected to be the biggest
demand drivers for gold in the coming months and years. While we shouldn't
expect a floodgate-like buying spree from central banks, as the Indian and
Chinese economies continue to grow, their central banks are likely to steadily
increase gold as a percentage of their USD reserves.

The Russia-Ukraine war has re-emphasized the need for
diversification of central bank reserves for third-world
countries »
Western countries, including the US, EU and their allies, following Russia's
invasion of Ukraine in Feb 2022, froze Russia’s USD assets kept in their financial
institutions. These measures aim to restrict Russia’s ability to access its
substantial foreign currency reserves held in institutions outside its borders,
particularly USD and EUR assets.
e Scale of freezing:

o Russia had over US$640bn in foreign reserves at the start of 2022.

o Approximately US$300bn of these reserves, held in Western financial
institutions or denominated in Western currencies, were frozen by
sanctions.

e Purpose:

o To cripple Russia's ability to finance its war in Ukraine.

o To destabilize the Russian economy by limiting access to foreign currency
for trade and debt payments.

e Mechanism:
o Western central banks froze assets held in their systems.

o Restrictions were placed on financial institutions, thereby preventing any
transactions involving Russian reserves.

o Prohibitions were applied to purchasing Russian gold or other alternative
reserve assets.
e Impact on Russia:
o Forced Russia to rely on reserves held in gold and Chinese yuan.

o Increased the use of alternative currencies like the Chinese yuan and
barter trade mechanism.

o Accelerated de-dollarization efforts within Russia and among its trading
partners.
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e Global financial implications:

o Raised concerns about the safety of sovereign reserves held in Western
financial systems.

o Led other countries, particularly in the Global South, to explore alternatives
to the dollar-dominated financial system.

o Bolstered the role of gold and other currencies, including the yuan, in
global reserves.

As aresult, there has been a shift in global reserves management:

e Countries like China, India, and Gulf nations are diversifying their reserves to
reduce dependence on USD and EUR.

e Increased interest in alternative systems, including central bank digital
currencies (CBDCs).

Gold buying by central banks of BRICS nations has gained
significant momentum over the last couple of years »

Figure 2: Central banks and financial institutions significantly Figure 3: BRICS nations’ gold reserves have increased
increased their gold purchases following the freezing of exponentially during the last two decades
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Russia was the first country to significantly diversify its central
bank reserves into gold »

It appears that Russia foresaw the freezing of its USD assets by Western
countries. The evidence for this lies in the fact that it stopped purchasing
significant amounts of gold as far back as 1Q2020, two years before its invasion
of Ukraine.

w
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Figure 4: It appears that Russian President Vladimir Putin was
planning the invasion since several years ago and expected the
freezing of the country’s USD assets by Western countries
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Figure 5: Russian central bank’s gold reserves, as a percentage
of overall reserves, peaked in 1Q2020 i.e. two years before its
Ukraine invasion
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India's central bank has
following the freezing of
countries »

started buying gold aggressively
Russia’s USD assets by Western

Figure 6: It appears that the Indian central bank is always a big
believer in gold, however the intensity of its purchases

increased from 2019
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Figure 7: The Indian central bank's gold assets, as a
percentage of its total reserves, have been continuously rising;

given India's advocacy for a multipolar world, its gold reserves
are likely to increase further
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The Chinese central

bank currently holds the

lowest

percentage of gold in its reserves; if China's professed
strategic objectives are real, it is expected to buy gold
aggressively in the coming years »

China has stated its intention to merge Taiwan with the mainland and is willing to
go to any extent to achieve this, including the possibility of a war. If China invades
Taiwan, it can expect the same treatment from the West that Russia received.
Therefore, to maintain its position and preserve leverage, China needs to

aggressively buy gold.
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Figure 8: China’s gold reserves are 3x that of India Figure 9: However, gold constitutes just 5.4% of China's
central bank reserves; if China intends to be seen as willing to
take aggressive action against Taiwan, this percentage needs

to keep rising
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Brazil may not buy gold aggressively as it has no such strategic
objective »

Figure 10: Brazil’s gold reserves is stagnant (in tonne or t) Figure 11: Depleting USD reserves are leading to increasing

gold as a percentage of central bank reserves
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US President-elect Donald Trump’s latest threat to BRICS
nations provides further impetus for gold buying »

Figure 12: US President-elect Donald Trump's open threat to BRICS nations will
provide a further impetus for India and China to increase their gold purchases

@ Donald J. Trump

@realDonaldTrump

The idea that the BRICS Countries are trying to move away from the
Dollar while we stand by and watch is OVER. We require a commitment
from these Countries that they will neither create a new BRICS Currency,
nor back any other Currency to replace the mighty U.S. Dollar or, they will
face 100% Tariffs, and should expect to say goodbye to selling into the
wonderful U.S. Economy. They can go find another “sucker!” There is no
chance that the BRICS will replace the U.S. Dollar in International Trade,
and any Country that tries should wave goodbye to America.
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If China were to diversify its central bank reserves to the same
level as India’s (~10% of overall reserves), gold prices could
very well touch US$5,000 per ounce »

China’s overall central bank assets amount to US$3.4tr. If it were to diversify 10%
of its reserves into gold, the country needs to purchase gold worth US$160bn. At
current prices, this translates to approximately 1,860t of gold—nearly 40% of the
total annual global production. Even if this buying is spread over four-to-six years,
it would increase annual gold demand by 7-8%, potentially driving gold prices to
unprecedented levels.

It's worth noting that unlike the early 2000s, when the Bank of England was a
significant seller of gold (offloading around 300t over five years, keeping prices
tied to US$300/0z and eventually causing a crash), sustained Chinese and Indian
buying is likely to result in a continuous rise in gold prices.

Traditional demand drivers of gold are firmly in place

Inflation, rising incomes in India driving jewellery demand, and exchange traded
funds or ETFs joining the bandwagon to capitalize on rising gold prices are all
firmly in place as key demand drivers of gold. As is the case with all commodities,
the belief that demand will increase often leads to higher inflow into gold ETFs
and investment channels, which, in turn, drives actual demand and further
elevates prices.

ETFs are becoming a big source of gold demand>»

Gold ETFs are investment funds traded on stock exchanges which are designed
to track the price of gold. They allow investors to gain exposure to gold without
physically owning it.

Underlying asset:

A gold ETF is backed by physical gold held by a custodian, usually in the form of
standard gold bars. Each unit of a gold ETF represents a specific amount of
gold, such as 1gm or 0.01gm. Investors buy units of the ETF, which represent
ownership of the underlying gold. These units are traded on stock exchanges
like shares.

Fund manager:

A professional fund manager oversees the ETF, ensuring that the underlying
gold is stored securely and that the fund accurately tracks gold prices.
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How gold ETFs work?

e Buying units:
Investors purchase units of the gold ETF through a brokerage account. The
price of each unit is closely linked to the current market price of gold.

e Trading on exchanges:
Like stocks, gold ETF units can be bought or sold on exchanges during trading
hours at market prices.

e Tracking gold prices:
The ETF tracks the performance of gold prices. However, minor discrepancies
may occur due to management fees or market dynamics.

e Physical gold backing:
The ETF provider ensures that an equivalent amount of physical gold is held
in reserves for every unit issued.

o Divisibility:
Investors can purchase gold in smaller, affordable units rather than buying
whole gold bars or coins.

Figure 13: Price fall leads to ETF redemption and vice versa
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Traditional sources of demand in the form of jewellery remain
strong as ever »

India is the largest centre for gold jewellery demand. Unlike ETF investors, the
average Indian woman is a much smarter investor and consumer of gold.
Whenever gold prices dip, jewellery demand tends to surge. However, it's
important to note that this demand is more influenced by near-term price changes.
There is a firmly held belief in Indian households that gold prices will always rise
in the long term, making any price dip the ideal opportunity to buy the commodity.
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Figure 14: India is the largest centre for gold jewellery demand; unlike ETF investors, the average Indian woman is a much smarter
investor and consumer of gold; whenever gold prices dip, jewellery demand tends to surge and vice versa
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Figure 15: India and China are the primary drivers of global jewellery demand; households in these countries tend to purchase
gold in a completely countercyclical manner, often increasing their buying during periods of price dip or economic uncertainty,
reinforcing their cultural and financial faith in gold as a long-term asset
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Investment demand is also rising and will remain strong in an
uncertain world »

Figure 16: Unlike household buying of gold, investment demand is directly linked to gold prices
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Mine production increase has always remained a challenge in
the case of gold, and we don’t see it easing; we forecast a
shortage-driven price rise »

Figure 17: Global demand-supply balance and probable increase in central bank buying means that recycled gold supply needs to
increase, and that’s possible only when prices rise significantly

All data in tonne or t CY15 CY16 CY17 CY18 CY19 CY20 CY21 CY22 CY23 CY24F CY25F CY26F CY27F CY28F CY29F
Supply

Mine production 3,362.4 3,516.2 3,580.6 3,658.4 3,605.0 3,484.0 3,573.2 3,633.0 3,643.9 3,716.8 3,791.1 3,867.0 3,944.3 4,023.2 4,103.6
Net producer hedging 12.9 37.6 -25.5 -11.6 6.2 -36.6 -5.4 -12.3 67.4 0.0 0.0 0.0 0.0 0.0 0.0
Recycled gold 1,067.1 1,232.1 1,112.4 1,131.7 1,275.7 1,293.1 1,136.2 1,140.1 1,238.7 1,687.2 1,777.0 1,615.3 1,702.3 1,787.7 1,871.7
Total supply 4,442.3 4,786.0 4,667.4 4,778.5 4,886.9 4,740.5 4,704.0 4,760.8 4,950.0 5,404.0 5,568.1 5,482.3 5,646.5 5,810.9 5,975.3
Demand

Jewellery fabrication 2,479.2 2,018.8 2,257.5 2,290.0 2,152.1 1,324.0 2,231.1 2,195.9 2,190.5 2,201.4 2,212.4 2,223.5 2,234.6 2,245.8 2,257.0
Technology 338.0 3294 3394 3417 3327 3090 3372 3148 3052 3082 311.3 3144 3175 320.7 3239
Investment 967.4 1,616.2 1,315.0 1,160.9 1,274.7 1,7949 9915 1,1125 9453 9953 1,045.3 1,095.3 1,145.3 1,195.3 1,245.3
Central banks & other inst. 579.6 3949 378.6 656.2 6054 2549 450.1 1,081.9 1,049.1 1,149.1 1,249.1 1,349.1 1,449.1 1549.1 1,649.1
Gold demand 4,364.2 4,359.2 4,290.4 4,448.9 4,364.8 3,682.8 4,009.9 4,705.1 4,490.0 4,904.0 5,068.1 4,982.3 5,146.5 5,310.9 5,475.3
OTC and other 78.2 426.8 377.0 329.6 522.0 1,057.7 694.0 55.7 460.0 500.0 500.0 500.0 500.0 500.0 500.0
Total demand 4,442.3 4,786.0 4,667.4 4,7785 4,886.9 4,740.5 4,704.0 4,760.8 4,950.0 5,404.0 5,568.1 5,482.3 5,646.5 5,810.9 5,975.3

The gold demand-supply balance suggests that existing gold
inventory needs to be liquidated to meet rising demand »

This scenario underscores the necessity of a significant price rise to incentivize
such liquidation and restore equilibrium in the market.

Figure 18: Inventory liquidation depends on price change - the higher the price change, the higher is the liquidation and hence, to
restore the balance, gold prices need to rise in the coming quarters
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completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. While every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any
person to buy or sell any investments.

The opinions expressed are based on information which is believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made (information barriers and other arrangements may be established, where necessary, to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

IRSPL may have issued other reports (based on technical analysis, event specific, short-term views, etc.) that are inconsistent with and reach a
different conclusion from the information presented in this report.

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report

Research Analyst or his/her relative(s) or InCred Research Services Private Limited or our associate may have any financial interest in the subject
company.

Research Analyst or his/her relatives or InCred Research Services Limited or our associates may have actual or beneficial ownership of 1% or more
securities of the subject company(ies) at the end of the month immediately preceding the date of publication of the Research Report.

Research Analyst or his/her relative or InCred Research Services Private Limited or our associate entities may have any other material conflict of
interest at the time of publication of the Research Report.
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In the past 12 months, IRSPL or any of its associates may have:

a) Received any compensation/other benefits from the subject company,

b) Managed or co-managed public offering of securities for the subject company,

c) Received compensation for investment banking or merchant banking or brokerage services from the subject company,

d) Received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject

company

We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the
research report.

Research Analyst may have served as director, officer, or employee in the subject company.
We or our research analyst may engage in market-making activity of the subject company.

Analyst declaration

e The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously in an unbiased manner.

o No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or
view(s) in this report or based on any specific investment banking transaction.

e The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them).

e The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report.

e The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm
performance, client feedback and competitive factors.

IRSPL and/or its affiliates and/or its Directors/employees may own or have positions in securities of the company(ies) covered in this report or any
securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities.

IRSPL and/or its affiliates and/or its Directors/femployees may do and seek to do business with the company(ies) covered in this research report and
may from time to time (a) buy/sell the securities covered in this report, from time to time and/or (b) act as market maker or have assumed an
underwriting commitment in securities of such company(ies), and/or (c) may sell them to or buy them from customers on a principal basis and/or (d)
may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies)
and/or (e) solicit such investment, advisory or other services from any entity mentioned in this report and/or (f) act as a lender/borrower to such
company and may earn brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities
(physical or uncertificated, including derivatives) of companies in respect of which they are compiling and producing financial recommendations or
in the result of which they play a key part.

Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (i) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




