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Asian Paints (APNT IN)

RATING HOLD | CMP INR2,403 | TP INR2,720

Key Financials - Consolidated

Y/e Mar FY25 FY26  FY27E  FY28E
Sales (INR mn) 339,056 356,183 405442 429,865
EBITDA (INR mn) 60,062 67,024 77,064 81921
Margin (%) 17.7 18.8 19.0 19.1
PAT (INR mn) 40303 44232 51837 56120
EV (INR mn) 2,279,733 2,260,537 2,246,322 2,218,941
Total Debt (INR mn) 8638 22933 8691 7,341
C&C Eq. (INR mn) 7820 10737 13133 14,606
EPS (INR) 420 46.1 54.0 58.5
Gr. (%) (26.2) 97 17.2 8.3
DPS (INR) 324 255 28.0 295
Yield (%) 13 1.1 1.2 1.2
ROE (%) 211 217 229 222
RoCE (%) 248 249 262 258
EV/Sales (x) 6.7 6.3 55 52
EV/EBITDA (x) 380 337 29.1 271
PE (x) 57.2 52.1 445 411
P/BV (x) 1.9 10.8 926 86

Kansai Nerolac Paints (KNPL IN)
RATING ACCUMULATE | CMP
Key Financials - Standalone

INR183 | TP INR259

Y/e Mar FY25 FY26 FY27E FY28E
Sales (INR mn) 74967 77,392 85695 91233
EBITDA (INR mn) 9,741 9,862 11,123 12,304
Margin (%) 13.0 12.7 13.0 13.5
PAT (INR mn) 6,647 6653 7,525 8,182
EV (INR mn) 126,896 122,481 126,309 126,328
Total Debt (INR mn) - - - -
C&C Eq. (INR mn) 2,602 1921 893 474
EPS (INR) 82 82 9.3 10.1
Gr. (%) (3.0) 0.1 13.1 87
DPS (INR) 3.8 2.8 3.0 33
Yield (%) 2.0 15 16 18
RoE (%) 11.1 10.2 10.8 10.8
RoCE (%) 13.0 1.7 125 129
EV/Sales (x) 17 1.6 15 14
EV/EBITDA (x) 13.0 124 1.4 10.3
PE (x) 223 222 19.7 18.1
P/BV (x) 2.3 2.2 2.0 1.9
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ctor Update

Demand remains muted, 2H Sept key to watch out for

Quick Pointers

Paint companies have taken low single digit price hike in
some brands in August
Primary/Secondary demand remains muted with

September end key to watch out for festive stocking
Dealers anticipate more price hike as crude has moved
above $100/barrel

Economy range outperforming luxury segment

We remain cautious on the near-term paints demand outlook, based on our latest
channel checks. Secondary sales remain subdued across regions and brands, including
Asian Paints and Birla Opus, while dealers continue to focus on inventory correction
following elevated stocking over the past two quarters. The second half of September
remains a key monitorable as festive-led stocking is expected to commence and
weaker monsoon conditions, aided by El Nifio are likely to support a pickup in painting
activity. The pace and sustainability of the recovery in late Sept will be critical in
assessing demand trends in coming quarters.

We believe the combination of channel destocking, muted premium/luxury demand
and elevated competitive intensity might keep near-term volume growth under
pressure across brands.

We estimate sales CAGR of 9.9%/8.6% for Asian Paints/Kansai Nerolac over FY26—
FY28, with EPS CAGR of 11.9%/10.9%, respectively. At 41.1x/18.1x FY28E EPS,
valuations appear reasonable, particularly for Kansai Nerolac. However, we see limited
near-term triggers for both companies amid 1) weak demand visibility 2) sustained
competitive intensity and 3) rising crude and RM prices. Further, the recent sharp
uptick in crude prices and inflationary pressures could weigh on consumer spending
and limit near-term demand momentum. We therefore remain cautious on paints
sector with limited near-term demand visibility despite reasonable valuations.
Although we expect QoQ moderation in margins, lower margins in the base quarter will
enable double digit EBIDTA and PAT growth.

Paints Channel check: Sept end holds key to Secondary sales remain
weak

. Our channel checks indicate moderation in paints demand, with secondary sales

declining in single digits YoY across regions and brands through July & August.

e  Dealers highlighted that monthly sales targets were missed over the past two
months, indicating that the weakness is not merely a one-off disruption but

reflects broader moderation in offtake.

. However, the last 15 days of September remain critical, with dealers expecting
demand to pick up on the back of the festive season and improving construction

activity as monsoon tapers off.
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A recovery in 2H September offtake would be important to assess whether the recent demand softness is

temporary or indicative of a more sustained moderation.

The key driver of the current moderation appears to be trade inventory normalisation post elevated channel
stocking over the past two quarters. Strong primary sales during the preceding period were partly
supported by inventory build-up across the channel. As dealer inventory levels were relatively elevated,

replenishment had moderated, leading to softer secondary sales and consequently lower primary offtake.

Consumer spending remains cautious, with discretionary spending on paints being deferred amid elevated
inflation in key daily use household essentials. This is further weighing on near-term demand and limiting

the pace of channel replenishment.

Asian Paints/Birla opus also witnessing secondary demand moderation

Asian Paints channel checks indicate weaker secondary sales for the market leader with latest channel
feedback suggests that underlying secondary demand has weakened entering 2QFY27, making the 8-10%
volume-growth guidance for FY27 increasingly dependent on a recovery in the coming months, particularly

around the festive period.

The slowdown appears to be broad-based across brands, with channel checks indicating secondary sales
declining YoY across regions. Even Birla Opus is witnessing muted sales demand with secondary sales down

in low single digit on a YoY basis.

That said, competitive intensity remains at elevated levels, across economy, premium and luxury segments,

with Birla Opus & JSW Akzo continue to gain ground.

Price hike observed in some company, more hike possible if crude remain above $100

Channel checks indicate that select players have implemented a 2—-3% price hike in August; however, APNT

did not undertake any incremental price increase.

Dealers expect some price hikes ahead of the festive season, supported by sustained firmness in crude

prices above US$100/bbl.

Exhibit 1: Crude prices continue to remain elevated (up ~32% YoY) Exhibit 2: TiO2 prices up by 10.6% YoY and 23.3% QoQ
Brent Crude TiO2
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Analyst Coverage Universe

Sr. No. Company Name

1 Asian Paints

2 Avenue Supermarts
3 Britannia Industries

4 Colgate Palmolive

5 Dabur India

6 Emami

7 Hindustan Unilever

8 ITC

9 Jubilant FoodWorks
10 Kansai Nerolac Paints
" Marico

12 Metro Brands

13 Mold-tek Packaging
14 Nestle India

15 Pidilite Industries

16 Restaurant Brands Asia
17 Titan Company

18 Westlife Foodworld

PL's Recommendation Nomenclature (Absolute Performance)

BUY > 15%

Accumulate 5% to 15%

Hold +5% to -5%

Reduce -5% to -15%

Sell < -15%

Not Rated (NR) No specific call on the stock
Under Review (UR) Rating likely to change shortly

Rating
HOLD
HOLD

BUY

HOLD
HOLD
HOLD
Accumulate
HOLD

BUY
Accumulate
Accumulate
HOLD
Accumulate
Accumulate
Accumulate
Accumulate
BUY

Accumulate

TP (INR)

2720
4000
6579
2242
492
443
2320
291
574
248
940
1034
730
1606
1739
93
5408
543

Share Price (INR)
2758
3847
5404
1964

434
392
1973
281
492
208
875
1005
692
1520
1665
71
4941
487
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DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio
Manager, Depository Participant and distribution for third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory
Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, investment banking, financial services
(margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not
for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not
be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not
independently verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees
accepts any responsibility of whatsoever nature for the information, statements and opinion given, made available or expressed herein
or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of
investments can go down as well. The suitability or otherwise of any investments will depend upon the recipients particular
circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make
market, act as principal or engage in transactions of securities of companies referred to in this report and they may have used the
research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.
PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis
activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the
research report.

PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities
of the subject company at the end of the month immediately preceding the date of publication of the research report.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months
or mandated by the subject company for any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the
subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking
or brokerage services from the subject company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection
with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report.

PL or its analysts did not receive any compensation or other benefits from the subject Company or third party in connection with the
preparation of the research report.

PL or its Research Analysts do not have any material conflict of interest at the time of publication of this report.

It is confirmed that Mr. Amnish Aggarwal MBA, CFA, Mr. Vishwa Solanki PGDM - Finance, Mr. Parth Thakker BFM, Passed CFA Level Il
Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or
brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views
about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts
have not engaged in market making activity for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to
our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses
may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you
should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the
securities of the subject company or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the subject company or act as an advisor or lender/borrower to
the subject company or may have any other potential conflict of interests with respect to any recommendation and other related
information and opinions.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance
of returns to investors

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the
research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held
by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above,
then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in
order to conduct certain business with Major Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a
U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker
dealer.
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