Result Update Asian Paints

30" July 2025

Soft Quarter, but Green Shoots on the Horizon; Maintain HOLD

Est. Vs. Actual for Q1FY26: Revenue — BEAT; EBITDA — MISS ; PAT — BEAT
Changes in Estimates post Q1FY26

FY26E/FY27E: Revenue: 2%/2%; EBITDA: 7%/8%; PAT: 4%/6%
Recommendation Rationale

e Muted Topline, but Signs of Recovery Emerge: Asian Paints reported a marginal 0.3% YoY
decline in consolidated revenue for Q1FY26, largely due to early monsoons and macro
headwinds. Decorative segment volumes grew 3.9%, but revenue was impacted by an adverse
mix. The Industrial segment grew 8.8% YoY, driven by Auto and Protective coatings. Home
décor remained weak amid subdued consumer spending, though Beautiful Homes stores
performed well. White Teak was affected by BIS-related issues, while Weatherseal posted 32%
growth on the back of portfolio expansion. Institutional business saw a slowdown in certain sub-
segments. International business delivered 11.1% like-to-like growth, with strong traction in
South Asia and the Middle East. Retail presence expanded to 1.7 Lc outlets. Management
maintained a cautious outlook, guiding for single-digit growth in the near term, while
continuing to focus on services and differentiated offerings.

¢ Demand Outlook: Management indicated early signs of recovery, with urban markets
improving and a good monsoon expected to support rural demand. Easing inflation and policy
support provide a constructive backdrop, though competitive intensity remains high. The
company aims to sustain momentum through ongoing innovation and brand-building efforts
while scaling its industrial business by leveraging technical capabilities. Raw material prices
are expected to soften slightly, though rupee volatility remains a key monitorable.

e Margins Pressure: The company's EBITDA margins contracted by 70 bps YoY to 18.2%, on
account of higher sales and marketing investments. However, management reiterated that
consolidated EBITDA margin will stabilise in the 18-20% range, aided by moderating raw
material costs.

e Backward Integration: Asian Paints’ key backward integration projects—White Cement
(Dubai) and VAM-VAE Emulsion (Dahej)—are progressing as planned. The White Cement
plant is nearing commissioning, with benefits expected to flow in the coming quarters. The
VAM-VAE facility is likely to become operational in Q1FY27, with meaningful impact seen from
Q1-Q2 FY27 onwards. These strategic investments are aimed at boosting cost efficiency and
enabling differentiated product offerings.

Sector Outlook: Cautious

Company Outlook & Guidance: We maintain a HOLD rating on the stock.
Current Valuation: 48x Mar-27 EPS (Earlier Valuation: 45x Mar-27 EPS ).
Current TP: Rs 2,420/share (Earlier TP: Rs 2,120/share).

Recommendation: With an upside of 1% from the CMP, we maintain our HOLD rating on the
stock.

Financial performance: Asian Paints consolidated revenue declined by 0.3% YoY to Rs 8,939 Cr
in Q1FY26, primarily impacted by early monsoons. Gross margins improved by 15 bps YoY to
42.7%, aided by a ~1% benefit from material cost deflation. However, EBITDA margins contracted
by 70 bps YoY to 18.2% due to higher sales and marketing investments. Consequently, adjusted
PAT declined by 6% YoY to Rs 1,100 Cr.

Key Financials (Consolidated)

(Rs Cr) Q1FY26 QoQ (%) YoY (%) Axis Est. Variance
Net Sales 8,939 6.9 (0.3) 8,869 0.8
EBITDA 1,625 131 (4.1) 1,654 (1.7)
EBITDA Margin (%) 18.2 100 bps -70 bps 18.6 -47 bps
Net Profit 1,100 58.9 (6.0) 1,090 0.9
EPS (Rs) 11.5 58.9 (6.0) 11.4 0.9

Source: Company, Axis Research
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CMP (Rs) 2,401
Upside /Downside (%) 1%
High/Low (Rs) 3394/2125
Market cap (Cr) 2,30,370
Avg. daily vol.(6m)Shrs ‘000. 1259
No. of shares (Cr) 95

Shareholding (%)

Dec-24 Mar-25 Jun-25
Promoter 52.6 52.6 52.6
Flls 13.6 12.2 11.9
MFs / UTI 5.4 5.7 10.8
Fls / Banks 0.0 0.0 0.0
Others 28.4 29.5 24.7

Financial & Valuations

Y/E Mar (Rs Cr) FY25 FY26E FY27E
Net Sales 33,906 36,122 38,582
EBITDA 6,006 6,606 7,696
Net Profit 4,030 4,090 4,822
EPS (Rs.) 42.0 426 50.3
PER (x) 57.2 56.3 47.8
EV/EBITDA (x) 38.4 34.8 29.8
P/BV (x) 11.9 1.7 11.2
ROE (%) 20.8 20.8 234

Change in Estimates (%)

Y/E Mar FY26E FY27E
Sales 2% 2%
EBITDA 7% 8%
PAT 4% 6%

Relative Performance

125
105
85
65
45

25 T

Jan-24 May-24 Sep-24 Dec-24 Apr-25 Jul-25

e Asian Paints Ltd. e BSE Sensex

Source: Ace Equity, Axis Securities

Preeyam Tolia

Research Analyst

reeyam.tolia@axissecurities.in

SuhaneeShome
Research Associate
suhanee.shome@axissecurities.in




Outlook

We remain positive on the company’s long-term prospects, supported by the following factors: 1) Budget boost, which will
lead to an increase in disposable income; 2) Decline in raw material prices; 3) The company’s announcement of setting
up (a) a VAE and VAM plant and (b) a cement plant through a joint venture in Fujairah, UAE, to backward-integrate key
raw materials; 4) Expansion of manufacturing footprint by more than 30—40%; and 5) Launch of differentiated next-
generation emulsions and waterproofing products based on nanotechnology. These are steps in the right direction to
achieve the next growth phase and secure the company’s market share in the long term. While near-term challenges
and heightened competition may keep the stock range-bound, with early signs of recovery emerging, we have
revised our FY26E/27E estimates and maintain our HOLD rating on the stock.

Other Key Highlights

. Home Décor Business: Asian Paints' Home Décor segment remained under pressure in Q1FY26 due to weak
consumer discretionary spending. The Kitchen and Bath businesses saw revenue declines of ~2% and ~5%,
respectively, with both segments reporting operating losses due to muted demand. White Teak posted a sharp
32% YoY drop in sales, impacted by BIS-related challenges and weak retail sentiment. However, Weatherseal
delivered a robust 32% growth, supported by a broader product portfolio, improved distribution, and synergies
with the Beautiful Homes network.

¢ Industrial Business: Asian Paints' industrial business delivered healthy top-line growth in Q1FY26. PPGAP
revenue increased 11.1% YoY to Rs 575 Cr, supported by strong performance in Automotive and General
Industrial coatings. However, PBT margins moderated to 16.9% (vs 19.2% YoY) due to heightened competitive
intensity and higher market investments. APPPG revenue grew 4.8% YoY to Rs 307 Cr, driven by the Protective
Coatings segment, though margins contracted to 8.1% (vs 10.2% YoY) owing to pricing adjustments in a
competitive environment.

. International Business: Asian Paints’ international business delivered a robust performance in Q1FY26, with
sales rising 8.4% YoY to Rs 736 Cr (17.5% growth in constant currency), led by strong momentum in Asian
markets, the UAE, and Egypt. Profitability improved sharply, with PBT surging to Rs 38 Cr from Rs 6.5 Cr YoY,
supported by operational efficiencies and benign input costs. Performance in Ethiopia remained subdued due
to currency devaluation.

e  Capex:- Asian Paints expects a total outflow of Rs 700-800 Cr in capex for FY26; out of this, Rs 100 Cr has
already been spent.

Key Risks to Our Estimates and TP

¢ Increase in competitive intensity; prolonged demand recovery; RM inflation

Change in Estimates

Old New % Change
FY26E FY27E FY26E FY27E FY26E FY27E
Revenue 35,466 37,821 36,122 38,582 2% 2%
EBDTDA 6,157 7,156 6,606 7,696 7% 8%
PAT 3,917 4,535 4,090 4,822 4% 6%
EPS 40.8 47.3 42.6 50.3 4% 6%

Source: Company, Axis Securities




Results Review

(Rs Cr)

Domestic Volume growth est. (% YoY)

Sales
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Gross Margin (%)

Staff costs

Other operating expenses
EBITDA

EBITDA margin (%)
Depreciation

Interest

Other Income

PBT

Minority Interest

Share in profit of associate
EO Items

Provision for Tax

Tax rate (%)

Adj PAT

EPS (Rs.)

Source: Company, Axis Securities
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Financials (consolidated)
Profit & Loss

Y/E Mar, Rs Cr
Net sales
Growth, %
Total income

Raw material expenses
Employee expenses
Other Operating expenses
EBITDA (Core)
Growth, %

Margin, %
Depreciation

EBIT

Growth, %

Margin, %

Interest paid

Pre-tax profit

Tax provided

Net Profit

Growth, %

Net Profit (adjusted)
Unadj. shares (Cr)

Source: Company, Axis Securities

Balance Sheet

As of 31st Mar, Rs Cr
Cash & bank

Debtors

Inventory

Loans & advances
Other current assets
Total current assets
Investments

Net fixed assets

Total assets

Current liabilities

Total current liabilities
Non-current liabilities
Total liabilities

Paid-up capital

Reserves & surplus
Shareholders’ equity
Total equity & liabilities

Source: Company, Axis Securities

FY24
35,495
2.9
35,495
-20,090
-2,326
-5,493
7,585
21.2
21.4
-853
6,732
24.6
19.0
-205
7,348
-1,790
5,460
31.4
546
96

FY24
1,084
4,891
5,923
0
3,570
15,468
4,588
9,845
29,901

90,411
90,411
1,436
10,477
96
18,632
19,424
29,901

FY25
33,906
(4.5)
33,906
19,516
-2,597
-5,786
6,006
(20.8)
17.7
-1,026
4,980
(26.0)
14.7
-227
5,103
-1,393
3,667
(26.2)
403
9%

FY25
782
4,322
6,719
0
3,332
15,156
4,725
10,475
30,355

90,437
90,437
1,253
10,296
96
19,304
20,059
30,355

FY26E
36,122
6.5
36,122
-20,648
2,909
-5,960
6,606
10.0
18.3
1,626
4,979
(0.0)
13.8
232
5,532
-1,398
4,090
15
409
9

FY26E
1,554
3,563
6,928

3,332
15,376
4,880
10,648
30,904

92,952
92,952
1,253
10,548
96
19,557
20,356
30,904

(Rs Cr)
FY27E
38,582

6.8
38,582
-21,577
-3,200
-6,109
7,696
16.5
19.9
-1,866
5,830
171
15.1
-236
6,520
-1,651
4,822
17.9
482
96

(Rs Cr)
FY27E
1,847
3,805
7,399

3,332

16,384
5,050

10,782
32,215

95,743
95,743
1,253
10,827
96
20,542
21,388
32,215




Cash Flow (Rs Cr)

Y/E Mar (Rs Cr) FY24 FY25 FY26E FY27E
Pre-tax profit 7,348 5,103 5,532 6,520
Depreciation 853 1,026 1,626 1,866
Chg in working capital 496 12 803 -435
Total tax paid -1,777 -1,333 -1,398 -1,651
Cash flow from operating activities 6,919 4,808 6,563 6,300
Capital expenditure -3,908 -1,656 -1,800 -2,000
Chg in investments -326 -137 -155 -170
Cash flow from investing activities -4,101 -1,652 -1,800 -2,000
Free cash flow 2,818 3,156 4,763 4,300
Equity raised/(repaid) 58 115 0 0
Debt raised/(repaid) 135 -243 0 0
Dividend (incl. tax) -2,532 -2,532 -3,837 -3,837
Cash flow from financing activities -2,195 -2,739 -3,837 -3,837
Net chg in cash 623 417 927 463
Opening cash balance 844 1,084 782 1,554
Closing cash balance 1,084 782 1,554 1,847

Source: Company, Axis Securities

Ratio Analysis (%)
Y/E Mar FY24 FY25 FY26E FY27E
Per Share data
EPS (INR) 56.9 42.0 42.6 50.3
FDEPS (INR) 56.9 42.0 42.6 50.3
CEPS (INR) 65.8 56.5 59.6 69.7
CFPS (INR) 63.6 42.7 60.2 56.0
DPS (INR) 26.4 26.4 40.0 40.0
Return ratios
Return on assets (%) 20.7 13.1 14.3 16.2
Return on equity (%) 29.2 20.8 20.8 23.4
Return on capital employed (%) 29.9 18.7 20.3 23.1
Turnover ratios
Asset turnover (x) 2.6 2.2 2.3 2.5
Sales/Total assets (x) 1.3 1.1 1.2 1.2
Sales/Net FA (x) 4.3 3.3 34 3.6
Working capital/Sales (x) 0.2 0.2 0.1 0.1
Liquidity ratios
Current ratio (x) 1.7 1.7 1.7 1.7
Quick ratio (x) 1.1 0.9 0.9 0.9
Interest cover (x) 32.8 21.9 215 24.7
Net debt/Equity (%) 0.0 0.0 (0.0) (0.0)
Valuation
PER (x) 42.2 57.2 56.3 47.8
Price/Book (x) 12.3 11.9 1.7 11.2
EV/Net sales (x) 6.5 6.8 6.4 5.9
EV/EBITDA (x) 30.4 38.4 34.8 29.8
EV/EBIT (x) 34.2 46.3 46.1 39.3

Source: Company, Axis Securities



Asian Paints Price Chart and Recommendation History
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