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I In our last note on Asian paints in April-22, We had recommended to
shift out of Asian paints, driven by earning concerns and valuation being

high

I We highlighted multiple challenges faced by Asian Paints in their business
driven by

» Competition from existing and new players
» Demand issues due to higher base and slowdown

» Margin pressure due to high input costs
I Since the note, both earning and price has moderated on expected lines

» 'The volume growth for past 2 years is lower than the histotical average

> On the price front, while the markets are up by ~25%, Asian Paints is ~4% down
from our note price
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-} While an underperformance of ~30% is faitly substantial for quality large cap
like Asian paints. We believe the impact on earning is yet to play out and hence
see further downside in relative and absolute sense

I Recently Grasim announced its production plan for the paints business with the
capex of Rs 100 bn across 6 plants, assuming the asset turnover ratio at 1x
Grasim intent to be 1/3rd of Asian Paints size, this we believe is aggressive plan

I Slowing down of volume growth at industry level we expect competition to
intensify, leading to lower revenue growth and profitability

) The stock is still trading at 9x revenues and 70x earnings, we believe for a no
earning growth stock these are expensive valuations

- We believe investors should shift out of Asian paints to other quality name as we
see no return over next 2 years



I Grasim announced its foray into the paints business in 2021 with an initial
investment of I5,000 crore and aims to reach a total capacity of 1,332 million
litres per annum (MLPA) by FY25, which will be the second largest in the
industry (Asian Paints’ capacity is 1,750 MLPA)

I As per industry reports, Indian Paints industry is worth Rs.800bn and expected
to grow 4x in next 10 years, implying a value growth of 15%, assuming inflation
of 5%, we are talking about a sub 10% volume growth

- JSW paints grew from Rs2bn revenue to Rs.16bn in 4 years and it is just the start
of their growth

-1 Both Grasim and JSW paints have deep pockets and fair understanding of
distribution deep into India, making them a formidable competition
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Paint Business- Financials

Asian Paints

Berger Paint

TTM
35,551

Mar-22 | Mar-23
29101 34,489

20211 21,713

Revenue
Operating

Profit 4157
PAT 2774

4,856
3,207

4,804
3,085

6,260 7,758

4,195 5,541
Figuresin Rs. Crores

Kansai Nerolac

0,366 6,818 8,762 10,568 11,122

Revenue

Operating
Profit

PAT 656 720 833 860
Figuresin Rs. Crores

1,857
1,133

1,053 1,182 1331 1478

Indigo Paints

Mar-22 | Mar-23 | TTM

0,369 7,543

5,280 5,074

863 649 818

526 343 468
Figures in Rs. Crores

TTM
1,214

Mar-22 | Mar-23
906 1,073

136 182 222

84 132 144
Figuresin Rs. Crores
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How has Asian Paints done v/s EAENUEERS

Nifty since Apr’22
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How has Asian Paints done
v/s Other Paint stocks
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v/s Consumet stocks

01-04-2022

1549.60
253.30
3230.65
789.80
899.40

2078.15
1500.75
518.25
542.45

3114.15

21-02-2024

2535.55
403.35
4923.00
1160.75
1141.20
2407.10
1720.10
538.70
546.30
3001.80

Returns
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Senora Advisors LLP is a SEBI registered Investment Advisor — registration no. INA000011413. It provides advisory
services under the brand name Senora. The content in this document is provided for informational purposes only. No
material should be considered as investment advice directly, indirectly, implicitly, or in any manner whatsoever. Past
performance is not an indicator of future performance. Senora accepts no liability whatsoever for any direct or

consequential loss or damage arising from any use of any information in this document. All the summary,
recommendations and comparisons are the independent expert opinion of Senora Advisors based on the facts, figures and
information that are considered true, correct, reliable and accurate. The information is obtained from publicly available
media or other sources believed to be reliable. Such information has not been independently verified and no guaranty,
representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such
information and opinions are subject to change without notice. Senora, their directors and employees or their relatives
may have any financial interest in the subject company. Senora, their directors and employees and their relatives may; (a)
from time to time, have a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof
of companies mentioned herein. Senora and its employees have not received any compensation or other benefits from the
subject company or third party in connection with the report. Though disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. The contents of this document are confidential and are
intended for the recipient specified in the converting e-mail/letter of this document only. It may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form,
without prior written consent of Senora Advisors



