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Gemfields
Rights issue and a 2026FY recovery

2024FY Setback: At the end 2024FY, Kagem’s emerald auction revenue fell
sharply and unexpectedly due to its competitor’s aggressive sales strategy. At the
same time, MRM's ruby auction felt the impact of the mine’s shrinking volumes
of premium ruby production.

Liquidity squeeze: MRM's poor production and auction results affected its ability
to make the final payments for its investment in the substantially debt-funded
Second Processing Plant (PP2) expansion project.

Mitigation: To preserve cash, Kagem ceased mining and treated its lower grade
stockpiles. GGL stopped all work at its Nairoto and MML prospects for the same
reason.

Asset sale: Gemfields opened discussions to sell Fabergé as a supplementary
source of cash. This process was unable to close in time to close the funding gap
and was suspended in favour of a rights issue.

Rights issue: By the end of 2024FY, Gemfields’ debt had increased to $101m of
which $83m was held by MRM. To ensure the completion of the PP2, a $30m
rights issue was launched with underwriting support of both its largest
shareholders.

The rights issue impact: The rights issue was priced at R1.05/s, nearly 30%
below the ruling price of R1.50/s and well below 2023FY’s > R3/s price. Shares
in issue will increase by 48%, significantly diluting GGL's valuations.

Good news, PP2 expansion ‘materially’ on track: The completion of MRM’s PP2
expansion and the trebling of capacity should produce some compelling revenue
and cash flow metrics from 2026FY. Profit growth may be more subdued by the
potential amortisation over the current short life of mine and increased finance
charges, but MRM could generate a FCF of $45m/a from 2026FY.

More good news? We believe that the sale of Fabergé is critical to secure GGL's
future and that the sales process will be restarted in June and concluded by the
end of 2025FY. Speculatively, this could generate a net, after-tax sale price of
c.$40m. This could be GGL's get-out-of-jail card, which may catalyse ERM,
reduce MRM’s gearing or even fund a special dividend.

GGL's profits: GGL's profits in 2024FY were severely impacted by $91m of
impairments, contributing to a loss of USD7cps. In 2025FY, we expect a loss of
USD3cps due to Kagem'’s slow restart, MRM’s finance charges and Fabergé FV
losses. By 2026FY, the PP2 expansion should restore GGL's profit to USD3cps.

Valuation: Based on 1,736m issued shares, a hybrid DCF model, Q1 balance
sheets and a value for Fabergé of $40m, we value GGL at R1.51/s (prev R3.06).
Our optimistic case, which uses a 20% improvement in grade/prices, results in a
value of R2.54 /s (prev R5.00). GGL's forward PE multiple for 2026FY is just 2x.

Key forecasts Dec 22A  Dec 23A Dec 24A Dec 25E Dec 26E Dec 27E
Net sales (US$ m) 341 262 213 218 365 365
EBITDA (US$ m) 166 83 41 53 167 163
EBITDA margin (%) 49 32 19 24 46 45
Net Income (US$ m) 74 3) aomn 37 65 59
Basic (EPS) (US¢) 5 m @ 3 3 3
Underlying (EPS) (US¢) 5 1 1 (@) 3 3
DPS - ordinary (US¢) 3 1 0 0 0 0
P/E (X) 4.1 11.9 7.7 n/a 1.9 2.1
EV/EBITDA (x) 1.5 3.5 5.8 4.2 0.9 0.4
Dividend yield (%) 13.3 4.9 (5.0) 0.0 0.0 0.0

Source: Company financials, SBG Securities estimates
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Valuation metrics

Dec 22A Dec 23A Dec 24A Dec 25E Dec 26E Dec 27E Relative to JSE All Share

P/E (x) 4.1 11.9 7.7 n/a 1.9 2.1 3,00
EV/EBITDA (x) 1.5 3.5 5.8 4.2 0.9 0.4 2500
FCF yield (%) 34.0 (10.7) (72.2) (29.9) 92.6 88.2 Joo
Dividend yield (%) 13.3 4.9 (5.0) 0.0 0.0 0.0 o
1,50.0
Ratio analysis Dec 22A Dec 23A Dec 24A Dec 25E Dec 26E Dec 27E 100
ROE (headline basis) (%) 13 4 4 8) 16 13 ’
EBITDA margin (%) 49 32 19 24 46 45 500 w
EBITDA interest cover (x) 0.0 0.0 (CAD] 0.2 0.1 0.1 ,0.0
Net profit margin (%) 22 M (47 an 18 16 q%\’)}g‘h\7}\1\7}&\’f’g%\f’@\lﬁ\l\lﬂﬁgﬁ\w@\%&@\q'h\m\q’h&\q’%
Net debt/equity %) @3 @) 233 192 €D @7.8) Relative to: FTSE/JSE All Share Relative to: FTSE / JSE Small Cap
Profit and loss Dec 22A Dec 23A Dec 24A Dec 25E Dec 26E Dec 27E
Revenue (US$ m) 341 262 213 218 365 365 ¢ urce: Refinitiv
% growth 32.4 -23.2 -18.8 2.4 67.5 0.0
Gross profit (US$ m) 182 101 61 65 150 146
EBITDA (US$ m) 166 83 41 53 167 163
% growth 245 499 508 294 2152  -24
EBIT (US$ m) 128 46 4 9 102 98
% growth 213 640 9.0 1205 1,019  -43
Exceptional items (incl. non continuing) (US$ 13.4 29.6 107.8 30.9 12.7 9.0
Net interest (US$ m) @ (0.8) (6) amn 13) (©)]
Tax (US$ m) (40) 19) 3 (16) (25) (30)
Tax rate (%) 352 1171 27 716 275 336
Net profit (US$ m) 74 3) aomn 37 65 59
Headline earnings (continuing business) (US$ 63 17 16 @7 55 51
% growth 226 725  -61 -267.4 3018  -8.1
Weighted diluted number of shares (m) 1,248 1,209 1,167 1,445 1,723 1,723
Basic (EPS) (US¢) 5 m @] 3) 3 3
Basic earnings per share (EPS) growth 10 a1 (7471) 64 225 (8)
Adjusted diluted HEPS (cont. business) (US¢) 5 1 1 @ 3 3
% growth 20.5 (71.6) (24.2) (240.4) 301.8 8.1
Ordinary dividend per share (DPS) (US¢) 3 1 0 0 0 0
Ordinary dividend pay-out ratio (%) 55.5 202.0 61.4 18.3 0.0 19.8
Cash flow Dec 23A Dec 24A Dec 25E Dec 26E Balance sheet Dec 23A Dec 24A Dec 25E
Normalised EBITDA (US$ m) 48 7 6 105 |ntangible fixed assets (US$ m) 66 40 41
Change in working capital (US$ m) 7 (13) (4) 1 Property, plant equipment (US$ m) 357 339 362
Cash generated by operations (US$ m) 99 18 4 171 Remaining total fixed assets (US$ m) 34 13 25
Net finance income (charge) (US$ m) M ® an (13) Current assets (less cash) (US$ m) 242 219 273
Taxes paid (US$ m) (57) 19 (19) (B cash (US$ m) 52 21 72
Dividends paid (US$ m) (40) 12) 5) 0 Total assets (US$ m) 698 611 700
Total cash flow from operations (US$ m) 35 12 26 139 Total equity (US$ m) 523 403 365
Total capex (US$ m) (58) (85) (53) (41) Total liabilities (US$ m) 174 208 241
Net cash flow from investing activities (US$ (75) (85) (a5 (43) Total equity and liability (US$ m) 609 513 474
Share issuance (repurchases) (US$ m) 8 03 27 0 Net cash (debt) (US$ m) 1 (80) (59)
Net increase (decrease) in cash (US$ m) (66) BN 51 46

Sources: Company financials, SBG Securities estimates
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the variety of resources treated at
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declining grade and is critical to the
future of Gemfields.
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Gemfields summary
2024 Overview

Gemfields had a very poor 2024FY. The deterioration in Kagem’s emerald auctions in late
November 2024 due to a competitor’s aggressive sales timings and volume offerings was
unexpected. As a result, the prices of medium to poorer quality emeralds were badly
affected and revenue fell to $79m.

The impact of the poor emerald auctions required Gemfields to impair Kagem’s FV uplift
created at the time of its acquisition by $48m and reduce the mining assets’ value to
$65m.

Figure 1:  Rich pickings: premium rubies, MRM 2024

Source: SBG Securities

At MRM, recovered grades of premium rubies declined to new lows which reduced the
size of the December auction. As a result, turnover fell to $117m, the lowest in recent
history, excluding the Covid-impacted years.

The timing of the weak auction sales coincided with the ongoing construction of MRM's
major expansion project (PP2) designed to treble capacity. This capacity increase will
broaden the variety of resources treated at MRM, counteract the effects of declining
grade and is critical to the future of Gemfields.

By the end of December, MRM was facing a significant liquidity squeeze. The PP2 project
capital of $70m was funded by term loans and cash reserves and $20m was required to
complete the project in the first six months of 2025FY.

The 2024FY financial results revealed that MRM’s debt had grown to $83m by the end
of December 2024 and that the potential for breaching its Absa debt covenants by June
2025 had grown significantly, limiting the ability to acquire further debt funding.
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GGL's decision to close Nairoto and
put it up for sale is a major refocus
of GGLs business model.

The rights issue will require the
issue of 556m new shares, which will
increase the number of issued shares

from 1,167m to 1,723 m (48%).

The issue is pitched at R1.05cps
which is a significant (29%)
discount to the 30-day weighted
average price.

The $16m March auction of
commercial quality emeralds showed
an encouraging improvement in
prices.

In 2026FY, we also expect Kagem to
return to its financially successful
strategy of producing more ore than
the wash plant can process.

Corporate Commissioned Research
02 June 2025

To reduce cash outflows, GGL also took the decision to close its Nairoto gold project in
northern Mozambique as well as suspend its MML project activities. These assets required
impairments of $37m to be recorded. The latter impairment represents both poor
exploration results (MML) as well as an opportunistic and failed diversification at Nairoto.
Nairoto is currently up for sale, but its location has been a deterrent for potential buyers.

GGL impaired a further $7m of inventory and other assets which appeared in the cost of
sales or in SGA costs.

As a result of poor underlying profitability as well as the impairments, GGL recorded a
BEPS loss of USD7cps. Adjusted HEPS is estimated to have been a loss of c. USD1cps.

2025 Update and forecasts

In April 2025, GGL proposed a fully underwritten rights issue of $30m to resolve its
funding crisis. The rights issue will require the issue of 556m new shares, which will
increase the number of issued shares from 1,167m to 1,723m (48%).

The underwriters are Assore International Holdings and Rational Expectations who also
provided immediate working capital of $13m in the form of a loan that will convert into
their pro-rata entitlement to the rights issue in June.

The recent EGM approved the rights issue as well as a waiver that will allow Assore to
increase its current stake of 29% in the event of an underwriting requirement, above the
UK Takeover Panel threshold of 30%, without triggering a mandatory offer for full
control.

The issue is pitched at R1.05cps, which is a significant (29%) discount to the 30-day
weighted average price that was already under pressure at the time of the announcement,
but which is likely to encourage many shareholders to exercise their rights.

The prospectus revealed the sharp deterioration in the balance sheet by the end of Q1:25
with debt and lease liabilities reaching $119m and cash on hand of just $14m despite
the receipt of the auction receivables. This slippage from the net debt metric of $80m
recorded in December 2024 resulted from capital payments of $17m and group opex of
$27m as well as a reduction in accounts payables of $9m. The $13m loan from Assore
and Rational Expectations was received in early April.

The $16m March auction of commercial quality emeralds showed an encouraging
improvement in prices. However, Kagem'’s strategy of processing only its stockpiled low-
grade ore at a rate of about 20,000tpm to save costs has resulted in a larger-than-
expected fall in both the quality and production of premium emeralds. This means that
the high-quality May 2025 auction will have to be postponed to September 2025 and
further high-quality auctions in 2025FY are unlikely, even with the benefit of a return to
selective mining from two production centres in May and June 2025 returning to full
production in Chama pit in the latter part of 2025FY H2.

On this basis, we expect a strong cash outflow and loss in H1:25 and revenue for 2025FY
of $70m, 15% below the 2024FY levels, and expect Kagem to make a small loss for the
full year, assuming no further impairments or impairment reversals. By year end, we expect
Kagem’s debt to have reached $40m.

Over time, perhaps during 2026FY, we also expect Kagem to return to its financially
successful strategy of producing more ore than the wash plant can process. This strategy
ensures that all high-grade ore is processed while lower grade ore is stockpiled. The only
caveat to what should be a return to stronger profits in 2026FY is the likely simultaneous
return to full mining at its competitor Grizzly Mining. After parking half of its fleet, Grizzly
is reported to be currently operating at between 60% and 80% of its capacity.
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auction is $80m, which could result
in 2025FY revenue of $132m,
similar to 2024FY.

By 2026FY, MRM'’s financial
position should materially improve.
Even if grades and ruby prices do
not improve, its revenue could rise
toc. $270m.

MRM'’s short reserve life of only
between four to five years could
restrain its earnings contributions to
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It is unlikely that either Kagem or
MRM will be able to issue dividends
for the next two years.

However, the real cash pivot for the
company could be the sale of
Fabergé.

Given the continued need to rebuild
strategic and funding flexibility, we
expect the sales process to continue
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MRM faces a similar dilemma around its auction timings. It hosted a mini auction in April
to improve cash flows but included some better-quality rubies that would have been sold
at the June auction. This and the fact that the production of premium rubies in H2:24
was the lowest on record, except during Covid, will mean smaller volumes will be sold in
the June auction. As a result, we expect the proceeds of the mixed quality auction in June
2025 to be materially lower than the $46m achieved in December 2024.

The commissioning of the PP2 plant from July 2025 should benefit a December 2025
auction although the benefit may be diluted by any delays during project commissioning.
MRM has also lowered its expectations of the quantity it will process in 2025FY from
3.3mt to 2.2mt. Even so, our estimate of December’s auction is $80m which with another
possible commercial auction could result in a 2025FY revenue of $132m, similar to
2024FY.

MRM is expected to process part of its 1.4mt of ROM stockpile during 2025 to conserve
cash. These stockpiles may be lower grade than Mugloto pit’s current production
although grade prediction is not MRM’s strong point.

By 2026FY, MRM's financial position should materially improve. We expect it to be able
to process over 3mtpa and even if grades and ruby prices do not improve, its revenue
could rise to ¢. $270m compared to $117m in 2024FY. We also expect some scaling of
production costs due to the high fixed costs related to the camp and security
arrangements. Free cash flow could rise to $45m/a even after repayment of c. $30m/a
debt.

MRM'’s short reserve life of only four to five years could restrain its earnings contributions
to GGL. The current application of accounting standards to mining companies would
require the large FV uplift of $136m as well as the total current and rising PPE asset base
of over $92m to be amortised and depreciated by the end of 2029, which is the end of
the current reserve life. This is the result of not having increased its reserve base since the
expansion plan was first mooted in 2020 and these charges can only be diluted if further
reserves are defined.

In summary, we expect GGL to make a loss of USD3cps in 2025FY. The loss will come
from Kagem, higher financing charges at MRM as well as a possible impairment arising
from the sale of Fabergé (see below). From 2026FY, the rapid increase in production at
MRM should ensure a profit of $70m but we estimate the 48% increase in issued shares
as well as the large D&A charges at MRM will suppress basic profit to an estimated
USD3cps.

The Fabergé cash pivot

Although earnings may be weak for another year, cash could become a major feature of
Gemfields and underpin or improve its share price. GGL corporate receives a cash stream
of dividends as well as a reimbursement of Marketing Management and Auction fees.

It is unlikely that either Kagem or MRM will be able to issue dividends for the next two
years. However, the expected strong improvement in revenue from MRM in 2026FY
should provide the corporate office with $35m/a from Marketing Management and
Auction (MMA) fees, which along with Kagem’s modest $10m fee contribution will more
than cover corporate’s trimmed down costs of ¢ $25m/a as well as cover its $5m SGA
costs in the ‘other’ segment.

However, the real cash pivot for the company could be the sale of Fabergé. The decision
to offer Fabergé for sale in Q4:24 was catalysed by the need to provide liquidity for MRM.
The sales process proved too slow to match the liquidity squeeze. As a result, the rights
issue was launched and the Fabergé sales process suspended.

Given the continued need to rebuild strategic and funding flexibility, we expect the sale
process to continue after the Rights Issue. This postponement should ensure that
management will no longer be pressured into accepting a lower price to avoid the rights
issue. This could mean that it will now have an expectation of reasonable price offers.
Fabergé has net working assets of $20m so we speculate that its sale could achieve
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$40m, not too far short of the current book value of $51m. We also assume that the sale
proceeds will be tax free.

This would be a significant boost to GGL. Not only would it provide instant liquidity, but
it would also reinforce the value of the company by materialising a significant portion of
its asset value. The degrees of freedom it would open for the company would more than
outweigh a possible a Fair Value loss or impairment that would contribute to a possible
BEPS loss of USD3cps in 2025FY.

Figure 2: Miombo Forests and Granite Inselberg; SE of MRM Lease

Source: SBG Securities 2024
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What's possible?

The speculative sale of Fabergé raises the obvious question of how the cash could be
used. We suggest three possibilities out of many. The first is a return to shareholders of
$30m of the new funds. That would effectively reimburse all existing shareholders that
followed their rights for the funds they provided.

This possibility will also reward those that did not follow their rights. So, this possibility
would see all shareholders enjoy a special dividend of ZAR35cps for shares currently
nominally trading at ZAR100cps. This could provide temporary price support for the
share, but we regard it as a low possibility along with other forms of shareholder benefits
like dividends for the next two years.

The second possibility is to provide funds to MRM via an intercompany loan to assist it to
avoid breaching debt covenants and ensure operational continuity. This loan would have
to be subordinated to the existing debt providers and would only be recoverable after
several years. A practical way of lending money would be to convert GGLs MMA fees into
loans.

The third possibility is directing the cash to new projects. GGL probably has among the
best ruby exploration leases in the world. However, with the suspension of activities on
all mining and exploration leases except MRM and ERM, the titles are at risk. To retain
them, GGL needs to explore and incur expenses. To be evaluated properly they require
even larger commitments over a few years. In this regard, cash provides instant solutions.

This approach could put ERM into production at 1T00tpm in a relatively short time as well
as secure the control of its considerable acreage. It will be negative for cash flows until
positive results emerge but could provide real long-term value.

Valuations

Given the imminent issue of an additional 556m shares, we have based our valuations on
a total of 1,736m shares in issue.

Our approach is to construct a hybrid sum-of-the parts DCF model of both operations as
well as using the current debt of $119m and a value of $40m for Fabergé. This is our
base case and assumes current grade and gemstone prices remain at levels seen in H2:24.

Our optimistic valuation uses a 20% improvement in either grade or prices for both Kagem
and MRM as well as a sale price for Fabergé of $45m.

The DCFs are evaluated using a 25% real rate of return. This is high, reflecting the
considerable sources of political, societal as well as financial risk that GGL faces in Zambia
and Mozambique. The recent escalation of lawfare between Kagem and Grizzly can be
added to these substantial risks, with both parties initiating new cases against each other
in the last 6 months.

Other elements of risk are at the operational level, where grades have fallen, without clear
reasons. The risk these trends present are compounded by the lack of any recent external
CPR for either Kagem or MRM. External CPRs will only be commissioned from 2026FY
onwards and are likely to materially alter reserve estimates and LOM forecasts.

As can be seen below, we value the MMA DCFs arising from each operation separately
from the operations themselves. The MMA cash flows are worth considerably more than
GGL's share in the underlying operations. Our valuations of Kagem and MRM net of the
MMA payments are well below GGL's carrying and estimated values, but the discrepancy
is mostly due to the different discount rates used (25% vs 14.63%) and the 75% share
in the underlying assets rather than the 100% used in GGL's accounts.

Our valuation ranges from R1.51¢ps to R2.54¢ps. This wide range shows the sensitivity
to better grades and prices. It is lower than we have previously estimated, due to the 48%
increase in issued shares, the lower production trajectory of premium rubies now forecast
in the latest internal CPR, the fall in grades at both the emerald and ruby operations as
well as lower prices for the second quality emerald and rubies. As a result, the debt builds
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up to $119m as disclosed in the prospectus has been more rapid than we estimated.
Finally, we no longer use the previous $57m book value of Fabergé estimated by third
parties for GGL, as discussed above.

Figure 3: Gemfields base and optimistic valuation (USDm)

Base Optimistic
Kagem (75%) 16 39
Kagem MMA 40 46
MRM (75%) 66 111
MRM MMA 83 97
Faberge 40 45
Head office+Others -30 -30
Development -3 -3
Debt -119 -119
Cash (Rights Issue+in Hand) 45 45
GGL Valuation 137 231
Issued Shares m (Pro Forma) 1723 1723
Valuation/Share (USD) 0,08 0,13
Valuation/Share @ZAR19:USD 1,51 2,54

Source: SBG Securities estimates
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Things to consider

Some of the main issues and points to take into account when considering GGL's
segmentals or group accounts as well as our forecasts are discussed below.

Kagem revenue drivers

For many years, Kagem has mined substantially more ore tonnes than it has been able to
treat in its wash plant. For example, in 2024FY, the wash plant treated 170,000t of the
higher-grade portion of the 316,000 tonnes mined. The balance was stockpiled and the
low-grade stockpile reached over 781,000t (100%) at the end of 2024FY.

Mining at Kagem was suspended from January 2025 until May 2025. During this period,
the wash plant processed its stockpiled material.

The wash plant was upgraded to increase the rated capacity of 50tph to 75tph in July
2024. This nominal expansion reflects only the installation of more picking belts and not
the front-end crushing capacity nor the capacity of the total plant. To maximise
throughput, a third shift of pickers was added in January 2025.

The results to March show that the upgraded wash plant was able to process 20,000tpm,
or about 220,000tpa if stockpiles continued to be the only source of ore. However, the
recent return to selective mining will require the third shift to return to work in the pit
and reduce the wash plant’s processing capacity back to ¢.180,000tpa. This is little better
than what was achieved in 2024FY.

The operation in the first three months of 2025FY has also provided the information that
the premium emerald grades of the stockpiled ore are ¢.0.2ct/processed tonne compared
to the higher-grade ore grades of 0.94ct/processed tonne.

These results shine a light on Kagem’s in situ recovered grades of premium emeralds
which have been difficult to estimate because the grades of the stockpiled ore have not
been known until now.

So, we estimate that the in situ recovered premium grade of 2024’s ROM production was
about 0.6¢t/processed tonne, assuming all the ROM had been processed. This is better
than the 0.5ct/ production tonne that Kagem discloses in its production records and will
be a useful reference point for the next external CPR in 2026.

Recoveries of premium emeralds from the wash plant are smaller and less valuable after
having been through the crusher, so that the two sources of premium emeralds have
different values per premium carat. This, and low grades from the stockpiles has
contributed to a decision to postpone the May 2025 auction

Kagem has begun to selectively mine from two production centres in Chama. This may
allow for sufficient high-quality emeralds for an auction by September 2025. However, a
return to full production from at least six production centres could take another 12
months even if price trends are positive. This also means that the November 2025 auction
also looks unlikely.

One wild card for Kagem is higher emerald prices. This appears possible after the
commercial quality auction in March 2025 demonstrated a significant rebound in prices
of commercial quality emeralds. Any excitement around this must be tempered with the
fact that Kagem’s competitor is also increasing its ROM ore production from recent 50%
of normal levels to between 60% and 80%.

As a result, we now forecast Kagem to produce only $70m of revenue in 2025FY, well
below 2024FY’s $80m before returning to $80m by 2026FY.



@ sbhqg securities

A member of Standard Bank Group

This will allow the new plant to
process more than twice the
1.1mt/a that is the limit achievable
by the older 200tph section.

MRM’s April mini auction appears to
show that ruby pricing is relatively
stable despite issues surrounding
global tariffs and the disappointing
results of the lower quality grades.

However, revenue of nearly $270m
seems very possible from 2026FY.
This will make a material difference
to GGL's cash flows.

Corporate Commissioned Research
02 June 2025

MRM revenue drivers

MRM produced around 0.9mt of ore and processed 1.07mt in 2024FY. From July
2025FY, the PP2 plant will add 400tph processing capacity after its cold and hot
commissioning stages. This will allow MRM to process at least 2mt in 2025FY and over
3.3mtpa in 2026FY to 2029FY.

The new plant has been designed to reduce some of the shortcomings of the current
200tph installation, particularly the removal of clay. This will allow the new plant to
process more than twice the 1.1mt/a that is the limit achievable by the older 200tph
section. The older section will probably also be upgraded to improve its ROM treatment
and increase its actual capacity over the next two years.

MRM will initially process its c. 1.5mt stockpile to shave costs, although the grade is
expected to be low. However, one of the stockpile functions is to ensure continuity of
production during wet seasons so there will be a practical limit to the drawdown, possibly
to 0.5mt, before it will have to be rebuilt or stabilised as the wash plant throughput
increases to beyond 3mtpa.

MRM will acquire new yellow kit by the beginning of 2026FY to ensure expansion
continuity. This will require ¢ $11m and keep MRM’s cash flows under a tight rein until
mid-2026FY.

Grade performance remains disappointing although in the three months to March 2025,
premium grades from the Mugloto pit clawed back a little from the 0.032ct/t all-time-
low achieved in H2:24. MRM’s April mini auction appears to show that ruby pricing is
relatively stable despite issues surrounding global tariffs and the disappointing results of
the lower quality grades.

To meet the additional plant capacity, we expect the Mugloto pit to be scaled up to 2mtpa
with the balance sourced largely from the Maninge Nice and Glass ‘reserves.” The grades
of both the Glass ‘reserves’ and the secondary Maninge pit ‘reserves’ remain hypothetical
and await confirmation from large-scale processing trials.

MRM’s December 2025 auction will be the first auction where rubies produced by the
expansion will be sold. However, the latest CPR has materially reduced the previously
forecast PP2 build up. This means that the slower ramp up of the expansion combined
with the typical period of two to three months lag between production and auction means
that the full steady state benefit of the expansion may not be visible until December
2026. From 2026FY, we expect MRM to hold four high/mixed quality auctions a year
instead of two to accommodate the additional production and provide more frequent cash
flows and better price discovery.

Our revenue forecasts are deliberately conservative to compensate for grade uncertainty
of the new ‘reserves’. However, revenue of nearly $270m seems very possible from
2026FY. This will make a material difference to GGL’s cash flows. Clearly, any grade
improvements that occur will improve our revenue forecasts and valuations significantly.

Forex issues

The two major subsidiaries, Kagem and MRM, present their accounts in local currency and
convert these into USD for GGL reporting purposes. Similarly, all local income tax and
utility payments as well as the mineral royalties are paid in local currencies. Both Kagem
and MRM pay their labour and many consumables, including diesel, in local currencies.

Kagem is allowed to keep its sales proceeds in USD until needed, which has reduced the
extent of possible forex losses. Until recently, local currency devaluations were minimal,
but in the recent past, the Zambian exchange rate has weakened which has benefitted
Kagem'’s tax and utility payments offset by realised forex losses of $2m on monetary and
other assets held in kwacha.
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MRM is required to convert 25% of its USD receipts into meticais, which have proven
easy to clear to date. The requirement has recently been increased to 50% which may
create a problem in clearing and is under appeal. The problem in clearing the additional
meticais will be aggravated by the increase in revenue arising from the expansion. In the
event of not being able to spend the excess meticais, MRM can theoretically buy forex.

In practice, it is unclear how easy it will be to convert meticais into forex. Mozambique
has a shortage of forex and an inflexible exchange rate which the 50% ruling is designed
to alleviate.

The USD/metical exchange rate has been fixed for many years. However, the pressures
for a devaluation are increasing. If the metical does devalue, then we can expect
significant forex losses to appear in MRM’s segmental results.

Neither company has experienced significant issues converting their MMA fees nor their
dividends into USD to date and repatriating them. However, MRM did experience issues
accessing a BCl USD term loan for MRM in 2024.

Depreciation and amortisation

Group D&A charges were $37m in 2024FY. Kagem accounted for $17m and MRM
$15m. These charges are not separately identified into their depreciation and
amortisation components but are a large part of cost of sales.

In both companies, large Fair Value Uplift assets were created at the time of Kagem’s and
MRM'’s acquisitions and are retained on the balance sheet as ‘mining assets.” The assets
are amortised on a units of production basis which is supposed to reflect the reduction in
the reserve base of both operations.

The amortisation charge is not allowable for tax purposes and can create a deferred tax
liability.

The USD179m carrying value of Kagem was reassessed in 2024FY by applying lower
grade and revenue assumptions as well as higher costs. This reduced the recoverable
amount over the LOM to USD132m, based on a DCF using a 14.63% real discount rate.
This shortfall as well as the estimated USD7m amortisation charge was offset against
Kagem’s ‘mining asset’ value of USD119m which was reduced to USD65m

This should decrease the amortisation charge to c. USD3m to USD4m in the year ahead
assuming 2024's production levels as well as help reduce the large discount to NAV that
is a feature of GGL's market capitalisation.

MRM's recoverable amount of USD320m exceeded the carrying value of USD255m, so
no impairment was required. We estimate an amortisation charge of USD6m was incurred
over the year.

For both MRM and Kagem the amortisation charges appear not to be synchronised with
the utilisation of the reserve base. For example, MRM produced 1.56mct out of a
theoretical reserve of 127mct but only reduced its FV of USD142m by USDém to
UsD136m.

MRM’s D&A charges may increase dramatically over the next year as the PP2 expansion
will deplete the reserves by 2030. This will require the USD136m of FVU as well as the
USD92m of PPE to be fully written down by then. GGL will have to motivate to its auditors
as to why the reserves are likely to be extended to prevent D&A charges rising to $46m/a
from 2026, from $15m in 2024FY.

At both operations, depreciation of equipment is based on time, rather than hours
worked. This ensures that depreciation charges remain relatively fixed, even when Kagem
parks its fleet.
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Change in inventory and other provisions

Inventory of $114m plays a large role in both GGL’s balance sheet as well as its income
statement, partly due to the inclusion of Fabergé’s $26m jewellery inventory as well the
long intervals between rough auctions. Inventory includes the usual consumables as well
as rough stones held for sale. These rough stone inventories are valued at direct
production costs, excluding security, and pooled with existing inventories to create an
average cost/ct.

When sold, all gemstones are assigned the historical average unit cost. The gemstones
considered are the premium and emerald/ruby categories only. Beryl and sapphires are
considered by-products and are currently valued at USD4m of net realisable value.

By-product values have increased over several years despite ongoing arrangements to sell
them through non-auction outlets such as at Jaipur. This suggests an accumulation of
poor-quality stones that are difficult to sell.

By 2024FY-end, consumable inventories had increased from $11m to $16m possibly
because of the expectation of increased volumes at MRM as well as the slowdown in
mining operations at Kagem. However, the inventory of rough emeralds rose from $38m
to $49m while rough ruby inventories fell from $28m to $19m. The inventory value at
Kagem represents a year’s production costs.

The increase in the inventory value of emeralds is another reflection of the accumulation
of lower quality stones that have not been sold. Most of these stones are not expected to
achieve a price much higher than their production cost. The switch to processing ore
stockpiles since January 2025 has probably resulted in further accumulation of these
types of stones.

Taxation and VAT refunds

The prospectus lists several challenges raised by both ZRA and MRA to GGL's
interpretation of taxation law, all of which are subject to legal determination.

The most material of these is the proposed disallowance of the MMA fees charged to
Kagem by Gemfields for income tax purposes. This has resulted in an assessment of $11m
based on an audit since 2022. The real concern would be the impact on future cash flows
for a mine that is currently marginal.

The other material issue is the repayment of VAT paid on purchases made by Kagem and
MRM. VAT receivables have increased annually and reached $38m at the end of 2024FY
of which $21m was held by MRM and $15m by Kagem. VAT receivables accumulate
because both mines export their product without being able to recover VAT payments.
However, they are also increasing due to Zambian and Mozambican financial issues that
have delayed repayments.

In Zambia, Kagem is allowed to offset its VAT receivables against other types of tax
payable, but this is not the case in Mozambique. As a result, we expect that VAT
receivables will continue to accumulate in Mozambique or be impaired.

Apparently exaggerated taxation claims have become the new normal in some African
jurisdictions. Fortunately, this aspect of risk has not appeared in either Zambia or
Mozambique.

Impairment charges

Impairment charges and unrealised FV losses have become a major feature of GGL's
accounts. In the past three years, $147m of these charges have been taken through the
income statement. This compares to the current MC of Gemfields of c. USD90m today,
assuming 1,723m issued shares.
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A portion of these losses and charges relate to re-evaluation of consumable inventory and
trade receivables and are irreversible. Sedibelo’s larger unrealised FV losses of USD37m
are also unlikely to reverse as the company appears to be heading for business rescue or
liquidation.

The impairment of MML (c. $20m) is also unlikely to reverse. It has been tested
extensively at pilot plant scale and the poor results as well as flooding from a neighbouring
mine have reset expectations, and it is no longer seen to have economic potential on the
western portion of the Lease. At present, all work has been suspended, and plant has been
removed. Although no decision has yet been made, it is likely that MML will have to be
relinquished unless GGL returns to prospect the eastern part of the Lease.

Most of the Nairoto gold project’s undisclosed (c. USD20m) impairment is also likely to
be permanent. The shortage of cash at GGL and the intention to sell as well as the
response to the sale enquiries indicate that the project is unlikely to receive a significant
price. Its primary drawback is its location which is affected by the insurgency. This project
may also be relinquished if Mozambican authorities take a hard line on the suspension of
activity.

The $47m impairment of Kagem may be reversable. The impairment was triggered by
weak emerald prices, which could improve at short notice as suggested by the recent
March auction. Another catalyst for an improvement in the LOM valuations could be a
sustained grade improvement at the operation, although this appears less likely.

Finally, if the sale of Fabergé is realised in the 2025FY, there is a likelihood that the price
will be less than the USD54m valuation that is on GGL’s books. If so, we would expect a
realised FV loss to be recorded on the income statement.

Sale of Fabergé

GGL initiated a possible sale of Fabergé in late 2024FY, but the process was not
completed before the funding issue became critical. GGL intends to review the strategic
options for the sale, post the rights issue, but we believe it is likely that the sales process
will continue, albeit with less pressure. A support for the sale price will be the $26m of
operating assets comprising mostly of jewellery and only $6m of operating liabilities.
Another support appears to be the improving performance recently reported by both
Richemont and LMVH.

We are optimistic that the sale will be concluded in 2025FY although this is speculative
as is our estimate of a sale price. Aside from the cash proceeds, the sale will change GGL's
accounts significantly. The line items most affected include inventories, which include
USD25m of jewellery. Revenue will be reduced by $13m but so will Fabergé’s high SGA
costs of $9m as well as typical inventory accumulation of $6m/a. This should result in
GGL showing improved EBITDAs and PBTs and reduce the NAV estimate.

Operating expenses

GGL has implemented cost savings at Kagem, MRM and its corporate offices. The
initiatives included parking its fleet at Kagem and processing its ROM stockpiles through
the upgraded washing plant. At MRM, costs are more intractable due to the need to
maintain high levels of security at the mine and the build-up for the PP2 expansion, but
we expect it to rely heavily on the reduction in fleet use by mining the ROM stockpile in
2025FY.

The company has forecast significant improvements in its ‘operating expenses’ as a result
of its efforts. These are defined as ‘operating costs and costs of sales’ in the segmental
cash flow statement. The item reached $172m in 2024FY and GGL has forecast a 20%
reduction to c. $135m in 2025FY.

Further detail was provided by a breakout on the segmental level, with Kagem expected
to achieve a dramatically lower operating expense of $45m (vs $50m) and MRM $60m
(vs $78m) with the balance of around $30m shared among development assets, other
and corporate as well as Fabergé.
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Unfortunately, these estimates include inventory changes which are difficult to predict
even for steady-state operations with steady-state pricing and demand for rough stones,
so they have little practical value. They also include mineral royalties, which are a function
of unforecastable revenues. In addition, if the sale of Fabergé proceeds, the removal of
its $15m/a charge will provide cosmetic relief.

Capital forecast

GGL's forecast of capital reduction from $85m to $50m in 2025FY appears to be on
more solid ground. Kagem's capex is expected to fall from $8m to $6m. MRM is expected
to absorb $21m for the balance of the PP2 plant with a further $15m allocated to
ongoing capex while very little has been allocated to development projects compared to
the $17m capitalised in 2024FY.

In 2026FY, MRM will have to expand its fleet required to mine >3mtpa and its facilities
to accommodate the additional drivers. We expect MRM’s capex to fall to $25m/a
underpinned by an $11m investment in a new fleet. The 2026FY will also require renewed
focus on ERM and other licences so capex allocated to new projects is expected to rise.
Our estimate is that in 2026FY, capex will fall to $40m.
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any other purpose SBG Sec reasonably believe is required to fulfil its obligations in accordance with regulation or this agreement.
The Client has consented to the Processing of its Personal Information for the purpose of clause 7 above.
The Client hereby expressly consents that SBG Sec may disclose to or share its Personal Information with duly authorised third parties, which
may be located in the Republic of South Africa or other jurisdictions, where it is necessary in order for SBG Sec to fulfil its obligations in

accordance with the regulation and/or this agreement.

SBG Sec will require any third-party service providers to whom the Client’s Personal Information is provided to agree to SBG Sec' data privacy
principles policy and practices in accordance with the prevailing regulations including data privacy laws.
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Disclaimer and Confidentiality Note

SBG Securities Proprietary Limited (“SBG Sec”) is a wholly owned subsidiary of the Standard Bank Group Limited, an authorised use of the JSE Limited (“JSE")
and an authorised Financial Service Provider (FSP No. 26691) The information, tools and material presented

in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy
or subscribe for securities or other financial instruments. This report has been prepared by SBG Securities

for information purposes only without regard to your needs or investment objectives. SBG Securities will not treat recipients as its this report constitutes
investment, tax or any advice. Further this report does not make any presentation of investment or strategy that the bases and levels of taxation may change.
All statements of facts in this report has been obtained and compiled in good faith from sources believed to be reliable source. However, no representation or
warranty, express or tacitly is made by SBG Sec with respect to the completeness or accuracy of the material in the report, thus it is not to be relied upon as
authoritative and should not be taken in substitution for the exercise of reasoned, independent judgement by you. SBG Securities accepts no liability for loss
arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises under specific
statutes or regulations applicable to SBG Securities.

This report is not to be relied upon in substitution for the exercise of independent reasoned judgment. SBG Securities may have issued, and may in the future
issue, a trading call regarding this security. In addition, SBG Securities may have issued, and may in the future issue, other reports that are inconsistent with,
and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods
of the Analysts who prepared them and SBG Securities is under no obligation to ensure that such other reports are brought to the attention of any recipient
of this report. SBG Securities may be involved in businesses that relate to companies mentioned in this report. Past performance should not be taken as an
indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information,
opinions and estimates contained in this report reflect a judgment at its original date of publication by SBG Securities and are subject to change without notice.
The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and
financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial
instruments. Investors in securities such as ADRs, the values of which are influenced by currency volatility effectively assume this risk. Investments discussed
in this report may have a high level of volatility.

High volatility investments may experience sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your
original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in such circumstances you may
be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make the
investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments,
similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. All rights reserved. All
material presented in this report, unless specifically indicated otherwise, is under copyright to SBG Securities. None of the material, nor its content, nor any
copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of SBG Securities.
All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of SBG Securities or its
affiliates. Any unauthorized use, duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the
Product by electronic mail, posting of the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will
result in prosecution. Where included in this report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI).
Without prior written permission of MSCI, this information and any other MSCl intellectual property may not be reproduced, re-disseminated or used to create
any financial products, including any indices. This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this
information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties
of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the
foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for
any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. SBG Securities accepts
no liability whatsoever for the actions of third parties.

The document may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the document refers to website material of SBG
Securities. Such address or hyperlink (including addresses or hyperlinks to website material SBG Securities) is provided solely for your convenience and
information and the content of the linked site does not in any way form part of this document.

SBG Securities has not reviewed the linked website(s) page. Equally, except to the extent to which the document refers to website material of SBG Securities,
SBG Securities takes no responsibility for, and makes no representations or warranties whatsoever as to the data and information contained therein. Accessing
such website or following such link through the document or the website of SBG Securities shall be at your own risk and SBG Securities shall have no liability
arising out of or in connection with, any such referenced website. All material presented in this report, unless specifically indicated otherwise, is under copyright
to SBG Securities. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party,
without the prior express written permission of SBG Securities. All trademarks, service marks and logos used in this report are trademarks or service marks or
registered trademarks or service marks of SBG Securities or its affiliates The information contained in the Product is intended solely for the recipient and may
not be further distributed by the recipient to any third party. This report was originally prepared by SBG Securities for distribution to SBG Securities and
Standard Bank Group to qualified investors in accordance with their jurisdiction requirements. This research may relate to investments or services of a person
outside of the UK or to other matters which are not regulated by the PRA or in respect of which the protections of the PRA for private customers and/or the
UK compensation scheme may not be available, and further details as to where this may be the case are available upon request in respect of this report. In
jurisdictions where Standard Bank Group is not already registered or licensed to trade in securities, transactions will only be effected in accordance with the
applicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions
from registration or licensing requirements”.

SBG Securities Research may not be distributed to the public media or quoted or used by the public media without the express written consent of the Group.

Copyright 2025 SBG Securities. All rights reserved.
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