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Expanding the growth portfolio while strengthening the core segment
m Pidilite Industries (PIDI) hosted an analyst day to highlight its business moats
M and growth across categories. Company is market leader in adhesives and
Pld i I |te sealants with ~70% share in Fevicol and M-Seal and has structured its
Stock Info portfolio into Core, Growth, and Pioneer segments to drive strategic
Bloomberg PIDIIN expansion. The Core segment (1-2x GDP growth) focuses on premiumization
Equity Shares (m) 509 and innovation, while the Growth segment (2-4x GDP growth) scales high-
M.Cap.(INRb)/(USDb) 1392.9/16.1 potential categories such as Dr. Fixit and Roff. The Pioneer segment, featuring
52-Week Range (INR) 3415 / 2620 brands like Unofin and Haisha, aims for INR1b revenue within three years of
1,6, 12 Rel. Per (%) 1/-4/-10 launch. A decade ago, 80% of PIDI’s revenue came from core categories like
12M Avg Val (INR M) 1179 . . . . .
adhesives. Now, core categories contribute 52%, with growth categories
Free float (%) 30.4

Financials Snapshot (INR b)

Y/E March 2025E 2026E 2027E
Sales 1314 1474 167.2
Sales Gr. (%) 6.1 12.2 13.4
EBITDA 30.1 34.1 38.9
EBITDA mrg. (%) 22.9 23.1 23.3
Adj. PAT 20.9 24.2 27.7
Adj. EPS (INR) 411 475 546
EPS Gr. (%) 16.1 156  14.7
BV/Sh.(INR) 186.4 210.6 2384
Ratios

ROE (%) 234 239 243
RoCE (%) 21.7 22.4 22.8
Payout (%) 48.7 49.1 49.0
Valuations

P/E (x) 66.6 57.6 50.2
P/BV (x) 147 13.0 115
EV/EBITDA (x) 45.4 39.9 34.7
Div. Yield (%) 0.7 0.9 1.0

Shareholding pattern (%)

As On Dec-24 Sep-24 Dec-23
Promoter 69.6 69.6 69.8
]l 9.2 8.9 8.3
Fil 11.8 12.0 11.5
Others 9.5 9.5 10.3
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contribution at 48%. The company aims to sustain a balanced 50:50 mix,
ensuring diversified growth and a future-ready business model.

m Long-term growth drivers remain strong, backed by infrastructure expansion,
domestic manufacturing, and emerging sectors like electronics and green
energy. Additionally, digital acceleration and urbanization are further fueling
demand. The company has experienced steady demand growth across
segments, although there has been some softness in both urban and rural
markets. While rural markets have outperformed urban regions, core product
categories, including adhesives, sealants, and waterproofing solutions, have
experienced some strain. Thereby, near term growth challenges persist while
company anticipates a pickup in demand in 2HFY26, driven by government
initiatives for tax savings in the budget, infrastructure projects, and improved
consumer confidence.

B On the international front, the company aims to penetrate emerging markets
similar to India. While the company is actively exploring inorganic growth,
acquisitions will be pursued only when strategic synergies and value creation
align with its long-term goals.

B With a healthy track record of double-digit volume growth over the past five
years, the company remains focused on sustaining double digit UVG
momentum while maintaining EBITDA margins of 20-24%, ensuring long-term
resilience and leadership. We model a revenue and EBITDA CAGR of 13% and
14%, respectively, over FY25-27E. On rich valuation, we reiterate our Neutral
rating on the stock with a TP of INR2950, premised on 55x Mar’27E EPS.

Dominating the Indian adhesive market with a diverse product range

PIDI commands a dominant position in India's adhesives market, holding over 70%
market share. Its diverse portfolio (over 30 verticals) includes adhesives, sealants,
construction chemicals, industrial solutions, and art materials, with flagship
brands like Fevicol, Dr. Fixit, and Fevicryl serving both consumer and industrial
sectors. The company's commitment to innovation and sustainability has solidified
its presence across various industries, including woodworking, packaging,
construction, automotive, and art & craft. PIDI operates under two primary
business segments: Branded Consumer & Bazaar (C&B), contributing
approximately ~82% of sales, and Business to Business (B2B), accounting for the
remaining ~17%. This strategic focus ensures PIDI’s leadership in the specialty
chemicals and adhesives market.

Naveen Trivedi — Research Analyst (Naveen.Trivedi@motilaloswal.com

Tanu Jindal — Research Analyst (Tanu.Jindal@MotilalOswal.com)
Investors are advised to refer through important disclosures made at the last page of the Research Report.
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Strategic product segmentation driving growth

PIDI has divided its product offerings into three segments, namely Core, Growth, and
Pioneer. The Core category includes established brands like Fevicol and Fevikwik, which
have strong brand equity. The company aims to grow this segment in the range of 1-2x
India’s GDP. The Growth category includes emerging segments like Roff and Araldite,
which have significant potential for market growth or share gain. The company aims to
grow this category in the range of 2-4x of GDP. The Pioneer segment includes products
that are currently in the nascent stage, with huge market creation opportunities like
Unofin and Haisha. PIDI aims to achieve INR1b sales in this category within three years
of launch. A decade ago, almost 80% of PIDI’s sales came from Core categories such as
adhesives. However, in recent years, the skew has changed in favor of newer
segments, with almost 48% of the business now coming from Growth categories and
52% from Core categories. The company focuses on maintaining a 50:50 ratio.

Strong foundation for success

m  PIDI operates over 60 manufacturing plants across India and international
locations, ensuring efficient production and supply chain operations. Strategic
investments in automation and advanced technologies help maintain consistent
product quality. Acquisitions of niche manufacturers, such as Nina Percept and
Cipy Polyurethanes, further enhance its manufacturing ecosystem and reinforce
market leadership.

m The company has a strong distribution network, supported by various sales and
marketing initiatives aimed at enhancing market penetration. These include
initiatives like 'Pidilite ki Duniya' rural vans, integration of sub-stockists,
partnerships with government bodies, and Dr. Fixit Centres. The company also
invests in emerging channels, maintaining a presence on over 15 e-commerce
and quick commerce platforms.

m PIDI has built strong brand recall through creative and memorable advertising
campaigns that foster an emotional connection with consumers. Brands like
Fevicol and Dr. Fixit have become synonymous with their respective product
categories, ensuring top-of-mind recall among consumers.

B Fevicol has maintained its market dominance by building a strong connection
with carpenters, who are key influencers in the largely unorganized (~85%)
furniture-making sector. Through direct marketing, it has reinforced brand recall
in the white glue market. To deepen this engagement, Fevicol launched
Furniture Booklets, featuring illustrated furniture designs with precise
measurements. Additionally, the Fevicol Champion’s Club (FCC) was introduced
as a networking platform for carpenters, helping them enhance social
connections and foster professional growth.

m  With healthy cash flows, PIDI is open to strategic acquisitions that offer value
and synergies. The company remains vigilant about rising competition and is
exploring opportunities in high-growth sectors like Electric Vehicles (EV) and
semiconductors.

Soft near-term outlook; optimistic in medium term

PIDI continues to experience steady demand growth but has seen some softness in
both urban and rural markets, particularly with core categories like adhesives,
sealants, and waterproofing facing strain. While rural markets outperform urban
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areas, overall demand across adhesives, construction chemicals, and epoxy products
has slightly slowed, though it is expected to recover in the coming quarters. With
70% of revenue coming from repair and renovation and 30% from new construction,
the ongoing slowdown in both segments has impacted sales. However, demand is
anticipated to pick up in 2HFY26, driven by infrastructure projects, tax benefits, and
improving consumer confidence as construction projects near completion. Despite
short-term challenges, PIDI remains optimistic about a medium-term recovery,
supported by infrastructure expansion, rural resilience, and growing B2B demand.

Valuation and view

PIDI’s core categories continue to enjoy GDP multiplier; the advantage of
penetration and distribution can help the company deliver healthy volume-led
growth in the medium term. EBITDA margin is already at an elevated level (~23.8%
in 9MFY25). We build in a CAGR of 13%/14%/15% in Sales/EBITDA/PAT during FY25-
27E. PIDI stands out for its market-leading position in the adhesives market, along
with a strong brand and a solid balance sheet. However, we believe the current
valuation limits the upside potential. We reiterate our Neutral rating on the stock
with a TP of INR2,950, premised on 55x Mar’27E EPS.
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Business segments

PIDI holds a dominant market share of over 70% in the adhesives sector in India
and operates under two major business segments: C&B, which contributes ~82%
of sales, and B2B, which contributes ~17% of sales. Historically, PIDI’s mix has
largely remained the same, and we expect this mix to continue going forward as
well.

Products such as adhesives, sealants, art & craft materials and others,
construction, and paint chemicals are covered under the C&B segment. These
products are widely used by carpenters, painters, plumbers, mechanics,
households, students, offices, etc.

The B2B segment covers products such as industrial adhesives, industrial resins,
construction chemicals, organic pigments, and pigment preparations, catering to
industries such as packaging, joineries, textiles, paints, printing inks, paper, and
leather.

The company's focus on innovation, sustainability, and high-performance
products has strengthened its position across various industries, including
woodworking, packaging, construction, automotive, and art & craft. With
continuous expansion, research, and customer-centric strategies, PIDI remains
at the forefront of the specialty chemicals and adhesives industries.

Exhibit 1: PIDI’s current product portfolio (as of FY24)

PIDI
| |
Consumer and Business-to-
Bazar products Business products
(~82% of sales) (~17% of sales)
| P— J
| | | |
Construction and Industrial resins
Adhesive and Paint chemicals Art and craft Industrial and construction Pigment and
sealants (56%) o materials (6%) adhesive (5%) chemicals preparations (3%)
(21%) ! ,
(Projects) (8%)

—

Source: Company, MOFSL
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Exhibit 2: PIDI’s domestic product mix in FY14

Pidilite Industries

Exhibit 3: PIDI’'s domestic product mix in FY24
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Articulation of portfolio strategy for enhanced growth tracking

PIDI has structured its product portfolio into three distinct segments—Core,
Growth, and Pioneer—to effectively track and drive its expansion strategy.
Core Category: This segment comprises well-established brands with high
market maturity and a dominant market share. PIDI targets growth of 1-2x of
GDP for this category, ensuring steady and sustainable expansion.

Growth Category: Encompassing emerging products and segments with strong
potential for market expansion and share gains, this category is expected to
grow at 2-4x of GDP, reflecting the company’s focus on scaling high-opportunity
areas.

Pioneer Category: This segment includes nascent-stage products with
substantial market creation potential. PIDI aims to achieve INR1b in sales within
three years of launch for products in this category, signaling an aggressive push
toward innovation-led growth.

A decade ago, 80% of PIDI’s revenue was driven by Core categories such as
adhesives. However, in recent years, the company has successfully diversified its
portfolio, with 48% of revenue now coming from Growth categories and 52%
from Core categories. Going forward, the company aims to maintain an optimal
50:50 balance between Core and Growth segments, ensuring a well-rounded
and future-ready business model.

Exhibit 4: PIDI’s current product portfolio
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Core category - Driving growth through brand leadership and innovation

PIDI aims to expand its Core category at 1-2x of GDP, leveraging the strength of
its flagship brands such as Fevicol and Fevikwik.

The company’s strategy for the expansion of Core category is centered around
premiumization, continuous innovation, and reinforcing brand leadership to
sustain and enhance market dominance.

PIDI holds a near-monopoly in adhesives and sealants, with Fevicol and M-seal
commanding ~70% market share in their respective categories. The company
aims to capitalize on this dominance by further premiumizing its established
brands and introducing innovative product extensions.

Fevicol alone boasts 200+ SKUs, with PIDI introducing two to three new
products under the brand annually. This steady pipeline of innovation
strengthens customer engagement and maintains relevance in a competitive
market.

Given that ~85% of the furniture-making sector remains unorganized, Fevicol
has successfully built strong brand loyalty among carpenters, who are key
influencers in product adoption. Through direct marketing initiatives, the brand
has reinforced recall in the white glue segment.

To deepen its carpenter engagement, Fevicol launched Furniture Booklets,
featuring illustrated designs with precise measurements, aiding professionals in
their work. Additionally, the Fevicol Champion’s Club (FCC) was introduced as a
networking platform to foster social and professional growth within the
carpenter community.

Fevikwik: Fevikwik enjoys widespread household adoption with 65%+
penetration, over 1.5b transactions, and an extensive retail presence, available
across 3m+ stores, making it one of the most easily accessible and frequently
used adhesive solutions in the market.

Exhibit 5: Fevicol story - Premiumization in core
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Exhibit 6: Fevicol story - Continuous innovation in the category
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Exhibit 7: Fevikwik story

Source: Company, MOFSL
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Growth category - Expanding market reach and driving innovation

PIDI aims to expand its Growth category at 2-4x of GDP, leveraging market
opportunities and category expansion to drive long-term value creation.

The company is strengthening key businesses by creating sub-categories within
its portfolio. A prime example is Dr. Fixit, which evolved from a pure
waterproofing brand to a comprehensive waterproofing and coating solutions
provider. Additionally, PIDI has established Dr. Fixit Centres to enhance
customer awareness and ensure proper application of waterproofing solutions.
Significant growth potential in waterproofing: With 70% of India’s urban
infrastructure yet to be built by 2047, waterproofing remains a highly
underpenetrated segment. The market breakdown presents major
opportunities: 50% of the demand comes from new construction, where
penetration is only 15%. 20% stems from small repairs, with 30% penetration.
30% is driven by proactive renovations, where penetration is 40%.
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m Category creation & market expansion: PIDI is actively shaping demand for
waterproofing by: 1) raising consumer awareness through education on correct
waterproofing techniques, 2) strengthening the user-dealer ecosystem for
seamless fulfillment, and 3) enhancing accessibility by ensuring a comprehensive
waterproofing product portfolio.

m Tile & stone solutions: The tile and stone solutions market is estimated at
INR25-30b, though penetration remains low at 18-20%, as cement continues to
dominate tile fixing. PIDI’s Roff brand is well-positioned to benefit from this
shift, being the only brand in India offering a complete range of tile & stone
fixing solutions.

m The transition from traditional to advanced tile solutions is driven by: 1) a shift
from ceramic to vitrified tiles, 2) increasing demand for larger tiles, 3) new
substrates such as drywall, metal frames, and ceilings, and 4) growing adoption
of epoxy grouts and luxury imported marble.

m  The company is focusing on upgrading non-users to adhesives and migrating
existing users from basic to premium adhesive solutions. It is expanding rural
market penetration, strengthening tile showroom networks, and leveraging its
distribution channel to drive Roff’s growth.

m Challenges with Roff’s adoption: 1) Low awareness among key stakeholders
such as homeowners and architects, 2) contractor unwillingness to promote
adhesives due to fear of losing projects, as adhesive costs are 2x that of cement,
and 70% of tile consumption is for flooring.

Exhibit 8: Waterproofing - Big opportunity, low penetration
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Source: Company, MOFSL

Exhibit 9: Dr. Fixit story
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Exhibit 10: Roff story
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Pioneer category - Unlocking new market opportunities

The Pioneer segment consists of products that are in the nascent stage but
present significant market creation opportunities.

PIDI aims to achieve INR1b in sales within three years of launch for products in
this category. Once a Pioneer brand reaches the INR1b revenue milestone, it is
transitioned into the Growth segment, reflecting its market maturity and
expansion potential.

Araldite and WD-40 are among the leading brands in this segment, with strong
potential for scaling up.

PIDI entered into a joint venture with ICA, a leading Italian manufacturer of
high-end wood finishes, to manufacture and distribute premium wood finish
products in India. By combining ICA’s technical expertise with PIDI’s sales and
marketing capabilities, the partnership has set new benchmarks in wood
finishes.

In 2023, PIDI partnered with CollTech for the exclusive distribution of electronics
adhesives in India, tapping into the rapidly expanding electronics manufacturing
sector. To further support this initiative, the company launched an application
lab in Bangalore in 2024, strengthening its R&D and application expertise in the
segment.

Emerging Pioneer categories: UnoFin is designed to replace the conventional 4P
process—Plaster, Putty, Primer, and Paint—offering a cost-effective and time-
efficient alternative. With mechanized application, UnoFin accelerates project
completion, making it an attractive choice for developers and contractors. The
commercial production commenced in FY24, and the company has a state-of-
the-art manufacturing facility in Kishangarh, Rajasthan. The product has already

been successfully deployed in Delhi NCR, Jaipur, and Chandigarh.
The paint business initiative ‘Haisha’ is focused mainly on rural and semi-urban

areas. This venture could be further expanded into urban areas. It is currently
active only in southern states and Odisha. The company will cautiously expand
in the space and refrain from engaging in price wars with big players.
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Exhibit 11: Pioneer brands
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Exhibit 12: Pioneer - Haisha
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Strong distribution system

m PIDI has undertaken several anchored sales and marketing initiatives to drive
penetration and market development. Some initiatives include ‘Pidilite ki
Duniya’, rural vans, integration of sub-stockists, partnering with government
bodies, Dr. Fixit Centres, and various rural-specific products.

m  The company leverages its distribution channels, including wholesalers,
warehouses, and direct retailers, to effectively reach its consumer base.

B Ininternational markets, PIDI majorly partners with local distributors to
effectively penetrate these markets and cater to local demands accordingly.

m  PIDI continues to invest in emerging channels, with a presence in more than 15
E-Commerce and Quick Commerce platforms.
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Exhibit 13: PIDI's network expansion since 2015

Pidilite Industries

Robust manufacturing and supply chain infrastructure

PIDI has made a cumulative capex investment of over INR26b in the last decade,
establishing a future-ready supply chain with a network of 60+ manufacturing
units and 60+ distribution centers across India.

The company’s strategically located manufacturing facilities cater to both
domestic and global markets, with production plants in India, UAE, Thailand,
Egypt, Brazil, and Bangladesh. This widespread presence enables the company
to optimize logistics costs, ensure consistent product availability, and efficiently
meet growing demand.

PIDI has also significantly invested in automation and advanced manufacturing
technologies, enhancing product quality, operational efficiency, and scalability.
Through strategic acquisitions of niche manufacturers—including Nina Percept,
Cipy Polyurethanes, and Tenax India—the company has further strengthened its
manufacturing ecosystem, reinforcing its market leadership in adhesives and
construction chemicals.

The company remains committed to expanding its production capabilities,
driving innovation, and maintaining its position as an industry leader.

Exhibit 14: PIDI’'s manufacturing units across India
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Strong brand recall

PIDI has built an emotional connection with consumers through creative and
humorous Fevicol ads. Sustained ad campaigns over the decades (e.g. Fevicol’s
iconic ‘Dum laga ke haisha’ theme) ensure brand recall is significantly higher
than competitors.

Fevicol is synonymous with adhesives in India, much like how ‘Xerox’ became
synonymous with photocopying. The brand has been consistently marketed
through creative and memorable advertisements, keeping it top-of-mind for
consumers. PIDI’s Dr. Fixit has become a preferred choice in waterproofing,
backed by endorsements from industry professionals and contractors.

18 March 2025
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Exhibit 15: PIDI’s A&P spends as a % of sales have remained in the 3-4% range
A&P spends (INR mn) —0—% of sales
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PIDI expanding presence across international markets via subsidiaries

m  PIDI is establishing itself as an emerging Multinational Corporation (MNC) by
aggressively expanding its presence across key international markets. The
company is focusing on strengthening its foothold in regions that offer high
growth potential, particularly SAARC Countries, Southeast Asia (SEA), and the
Middle East and Africa.

m  PIDI has adopted a structured approach to international expansion,
implementing three different business models based on the market’s needs and
potential. Each model is tailored to maximize business growth while minimizing
operational risks in different regions.

» Manufacturing & Distribution (End-to-End Setup): In key markets such as
Bangladesh, Sri Lanka, Dubai, Thailand, Egypt, and Kenya, PIDI has set up
local manufacturing and distribution networks. This model allows for better
control over supply chains, improved service levels, and cost efficiencies.

> Distribution with PIDI teams on the ground: In Nepal, key African countries,
and select GCC markets, PIDI operates through local distribution networks
while having its own teams present in the market. This approach ensures
brand visibility, market development, and strong customer engagement
without requiring a full-fledged manufacturing presence.

» Trading Posts (Importer/Distributor-Led Business): In Southeast Asia (SEA),
smaller African nations, and the Commonwealth of Independent States
(CIS), PIDI relies on third-party importers and distributors. This model allows
for flexible market entry with minimal investment while testing demand
before committing to full-scale operations.

m  PIDI adopts a structured strategy to drive growth in international markets by
focusing on local manufacturing, consumer insights, and innovation. The
company is setting up manufacturing facilities in key markets to improve
product availability and efficiency. Through in-depth market research, the
company tailors its products to meet local consumer needs and behaviors. It is
also investing in building local talent to enhance market penetration and
operational efficiency. Strategic marketing investments and localized
approaches help build strong brand awareness, while proactively spotting future
trends enables the expansion of product categories and entry into emerging
markets.
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®  PIDI has successfully established and nurtured the adhesives and construction
chemicals category in Bangladesh, creating strong, enduring brands with
business growth outpacing the economy at 2-3x GDP annually. The company's
presence is reinforced by two advanced manufacturing facilities, a robust
distribution network of over 100 distributors, and 20,000+ directly covered
dealers, supported by automation-driven efficiencies to enhance supply chain
effectiveness.

m  PIDI is strengthening its footprint in Africa and scaling its presence in Saudi
Arabia, both of which present significant growth opportunities. In Africa, the
company has achieved an impressive revenue CAGR of 40% over the past five
years, leveraging market expansion and strategic distribution initiatives. In Saudi
Arabia, the company has recorded a revenue CAGR of over 35%, with a clear
roadmap to expand revenue potential by 3-4x in the coming years. Through
strategic international expansion, automation, and an optimized distribution
network, PIDI remains committed to accelerating growth across emerging and
high-potential markets.

Exhibit 16: PIDI’s international markets presence
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Exhibit 17: PIDI addresses under-served categories across focused countries
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Focusing on emerging India (small towns and rural opportunity)

m  With 80% of India’s population residing in emerging markets, PIDI sees strong
growth potential in these regions. The company is driving expansion through
four key pillars: 1) focused approach, 2) anchored marketing, 3) BTL demand
generation, and 4) channel expansion.

m A dedicated team at both field and head office levels ensures smooth execution,
while product prioritization helps target key market segments. Anchored
marketing leverages category ambassadors to enhance brand visibility, while
Below-the-Line (BTL) demand generation focuses on field marketing for targeted
consumer outreach. Channel expansion aims to grow distribution by entering
new towns and increasing presence in existing locations. This structured
strategy is designed to strengthen market penetration and drive sustained
growth in emerging India.

Exhibit 18: Emerging Indian business verticals
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Pidilite Industries

Soft near-term demand; gradual recovery ahead

PIDI has been experiencing steady demand growth across segments, but has
acknowledged some softness in both urban and rural markets. While rural
markets have outperformed urban regions, core product categories, including
adhesives, sealants, and waterproofing solutions, have experienced some strain.
Across adhesives, construction chemicals, putties, and epoxy-based products,
the company has observed a slight slowdown in demand, which it expects to
recover in the coming quarters. Around 70% of revenue is derived from the
repair and renovation segment, while the remaining 30% comes from new
construction. Both new and regular construction activities are witnessing a slight
slowdown across geographies.

The company anticipates a pickup in demand in 2HFY26, driven by government
initiatives on tax savings in the budget, infrastructure projects, and improved
consumer confidence. New construction projects that started in the last 2-3
years are nearing completion, leading to higher demand for adhesives, coatings,
and waterproofing solutions.

The company is focusing on driving revenue growth through volume growth
rather than price hikes.

The company is cautious about currency depreciation and crude oil price
volatility, which could impact input costs. Government policies and election-
related spending may influence demand patterns in the short term. Therefore,
while short-term demand pressures persist, the company remains optimistic
about medium-term recovery, especially with expected infrastructure
expansion, rural resilience, and growing B2B demand.

18 March 2025
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Story in charts

Pidilite Industries

Exhibit 19: Revenue expected to deliver 13% CAGR over
FY25-27

Exhibit 20: EBITDA to clock 14% CAGR
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Exhibit 21: Gross margin maintained in the range...

Source: Company, MOFSL

Exhibit 22: ...along with EBITDA margin

Gross Margin (%)

EBITDA Margin (%)

54.4
525 53.6 53.7 g 39 542 .
3 2.1 220 230 1o 229 231 23.
45.1
42.7 19.3 18.6
16.8
o] [e)] o — o~ ™ < w w w o0 o o o ~ " <« w w N
— = ~ ~ ~ ~ ~ ) © ~ «® Q Q = a < 3 w w w
C ¢ & & & & & F ¥ B T £ z & £ £z £ § & 9

Source: Company, MOFSL Source: Company, MOFSL

Exhibit 24: Return ratios have remained healthy over the

Exhibit 23: APAT to deliver 15% CAGR over FY25-27 years
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Valuation and view

m  PIDI’s core categories continue to enjoy GDP multiplier; the advantage of
penetration and distribution can help the company deliver healthy volume-led
growth in the medium term. EBITDA margin is already at an elevated level
(~23.8% in 9MFY25). We build in a CAGR of 13%/14%/15% in Sales/EBITDA/PAT
during FY25-27E. PIDI stands out for its market-leading position in the adhesives
market, along with a strong brand and a solid balance sheet. However, we
believe the current valuation limits the upside potential. We reiterate our
Neutral rating on the stock with a TP of INR2,950, premised on 55x Mar’27E EPS.

Exhibit 25: P/E ratio (x) for PIDI

Exhibit 26: P/E ratio (x) for the Consumer sector
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Financials and valuations

Income Statement Consol. (INR m)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
Net Sales 70,780 73,348 72,927 99,210 1,17,991 1,23,830 1,31,384 1,47,443 1,67,198

Change (%) 16.4 3.6 -0.6 36.0 18.9 4.9 6.1 12.2 13.4
Raw Materials 35866 34025 33767 54442 67594 59940 60521 67578 76240
Gross Profit 34,914 39,323 39,160 44,768 50,397 63,890 70,863 79,866 90,957
Margin (%) 49.3 53.6 53.7 45.1 42.7 51.6 53.9 54.2 54.4
Operating Expenses 21232 23160 22354 26295 30553 36817 40754 45771 52043
EBITDA 13,682 16,163 16,806 18,473 19,844 27,073 30,109 34,095 38,914

Change (%) 2.0 18.1 4.0 9.9 7.4 36.4 11.2 13.2 14.1

Margin (%) 19.3 22.0 23.0 18.6 16.8 21.9 22.9 23.1 23.3
Depreciation 1,327 1,699 2,007 2,396 2,697 3,407 3,552 3,622 3,940
Int. and Fin. Charges 261 336 372 421 476 512 503 522 546
Other Income 1,466 1,494 794 363 496 1,397 2,118 2,581 2,859
Profit before Taxes 13,560 15,622 15,221 16,019 17,166 24,551 28,172 32,533 37,288

Change (%) 0.1 15.2 -2.6 5.2 7.2 43.0 14.8 15.5 14.6

Margin (%) 19.2 21.3 20.9 16.1 14.5 19.8 21.4 22.1 22.3
Tax 4,132 3,477 3,964 4,070 4,344 6,319 7,043 8,133 9,322

Tax Rate (%) 30.5 223 26.0 25.4 25.3 25.7 25.0 25.0 25.0
Adj PAT 9,429 12,119 11,348 12,076 12,733 18,011 20,908 24,179 27,745

Change (%) -2.4 28.5 -6.4 6.4 5.4 415 16.1 15.6 14.7

Margin (%) 13.3 16.5 15.6 12.2 10.8 14.5 15.9 16.4 16.6
Reported PAT 9,249 11,567 11,312 12,076 12,733 17,294 20,908 24,179 27,745
Balance Sheet (INRm)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
Share Capital 508 508 508 508 508 509 509 509 509
Reserves 40,973 44,048 55,421 63,529 71,615 83,563 94,295 1,06,605 1,20,758
Net Worth 41,481 44,556 55,930 64,037 72,123 84,072 94,803 1,07,113 1,21,267
Loans 1,111 1,691 2,226 2,873 1,633 1,312 1,312 1,312 1,312
Deferred Liability 1,094 693 3,814 3,772 3,780 3,640 3,640 3,640 3,640
Lease liability 0 1,115 1,084 1,285 2,274 2,513 2,667 2,992 3,393
Minority Interest 2,072 2,157 2,400 1,989 2,336 2,099 2,099 2,099 2,099
Capital Employed 45,757 50,211 65,454 73,956 82,145 93,635 1,04,520 1,17,156 1,31,711
Gross Block 23,518 26,945 43,240 47,150 49,887 55,752 61,572 67,372 73,172
Less: Accum. Depn. 10,892 12,188 13,478 15,015 16,743 17,542 21,095 24,716 28,656
Net Fixed Assets 12,626 14,757 29,762 32,135 33,144 38,209 40,477 42,656 44,516
Capital WIP 2,421 2,593 2,939 2,254 4,059 1,481 1,481 1,481 1,481
Goodwill 1,850 1,840 12,840 12,868 12,898 12,817 12,817 12,817 12,817
Others 0 1,470 1,578 2,029 3,099 3,480 3,692 4,143 4,698
Investments 15,477 11,862 5,160 4,586 8,809 22,350 23,714 26,612 30,178
Curr. Assets, L&A 26,664 32,705 35,861 41,071 43,040 42,419 50,482 59,889 73,746
Inventory 9,345 9,295 12,342 16,951 18,171 14,149 21,847 20,165 27,475
Account Receivables 10,560 10,885 13,210 14,305 15,353 16,747 17,809 24,202 23,438
Cash and Bank Balance 1,904 7,033 4,515 3,552 3,267 5,333 4,352 8,441 15,006
Others 4,855 5,493 5,794 6,263 6,250 6,190 6,475 7,081 7,828
Curr. Liab. and Prov. 13,281 15,016 22,684 20,987 22,903 27,121 28,143 30,442 35,725
Trade Payables 5,806 6,210 10,067 10,493 10,636 11,476 11,561 11,868 14,700
Provisions 637 735 829 1,145 1,152 2,949 3,129 3,511 3,982
Other liabilities 6,837 8,070 11,787 9,349 11,115 12,696 13,453 15,063 17,043
Net Current Assets 13,383 17,689 13,177 20,083 20,137 15,298 22,339 29,447 38,021
Application of Funds 45,757 50,212 65,454 73,956 82,145 93,635 1,04,520 1,17,156 1,31,711

E: MOSL Estimates
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Financials and valuations

Ratios
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
Basic (INR)
EPS 18.6 23.9 223 23.8 25.0 35.4 41.1 47.5 54.6
Cash EPS 21.2 27.2 26.3 28.5 30.4 42.1 48.1 54.7 62.3
BV/Share 81.7 87.7 110.1 126.0 141.9 165.3 186.4 210.6 238.4
DPS 6.5 7.0 8.5 10.0 11.0 16.0 20.0 23.3 26.7
Payout % 35.0 29.3 38.1 42.1 43.9 45.2 48.7 49.1 49.0
Valuation (x)
P/E 147.5 114.8 122.6 115.3 109.3 77.3 66.6 57.6 50.2
Cash P/E 129.3 100.7 104.2 96.2 90.2 65.0 56.9 50.1 44.0
EV/Sales 19.4 18.7 19.0 14.0 11.7 11.0 10.4 9.2 8.1
EV/EBITDA 100.5 85.0 82.4 75.1 69.6 50.5 45.4 39.9 34.7
P/BV 33.5 31.2 24.9 21.7 19.3 16.6 14.7 13.0 11.5
Dividend Yield (%) 0.2 0.3 0.3 0.4 0.4 0.6 0.7 0.9 1.0
Return Ratios (%)
RoE 24.4 28.2 22.6 20.1 18.7 23.1 23.4 23.9 24.3
RoCE 22.5 25.9 19.9 17.6 16.9 21.2 21.7 22.4 22.8
RolC 34.8 41.1 26.8 20.6 19.8 26.9 28.6 29.4 31.7
Working Capital Ratios
Debtor (Days) 15 15 18 14 13 14 14 16 14
Creditor (Days) 8 8 14 11 9 9 9 8 9
Asset Turnover (x) 2.7 2.3 1.7 1.9 2.2 2.3 2.1 2.0 2.0
Leverage Ratio
Debt/Equity (x) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Cash Flow Statement (INR m)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
PBT before Extra Ord 13,416 14,698 15,225 16,138 17,232 23,794 28,172 32,533 37,288
Add: Depreciation 1,327 1,699 2,007 2,396 2,697 3,407 3,552 3,622 3,940
Interest Paid 261 336 372 421 476 512 503 522 546
Less: Taxes Paid 4,093 3,931 3,709 4,620 4,116 6,481 7,043 8,133 9,322
Non operating income 306 241 180 58 88 124 2,118 2,581 2,859
Others -367 -332 -61 381 160 391 -221 -221 -221
(Incr)/Decr in WC -1,791 565 268 -5,104 -786 5,742 -8,023 -3,019 -2,009
CF from Operations 8,448 12,796 13,921 9,554 15,576 27,239 14,823 22,722 27,362
Incrin FA -2,538 -4,439 -3,520 -3,740 -4,977 -5,530 -5,820 -5,800 -5,800
Free Cash Flow 5,910 8,356 10,401 5,814 10,599 21,710 9,003 16,922 21,562
Pur of Investments -2,317 4,713 7,069 693 -4,034 -12,869 -1,363 -2,899 -3,566
Others 281 551 -19,225 -2,485 -286 649 1,905 2,130 2,304
CF from Invest. -4,573 825 -15,677 -5,532 -9,297 -17,749 -5,278 -6,569 -7,061
Change in share capital 0 0 0 0 0 0 0 0 0
Incr in Debt -92 328 168 540 -805 -130 0 0 0
Dividend Paid -3,635 -8,254 -7 -4,319 -5,083 -5,997 -10,177 -11,868 -13,591
Interest Paid -167 -254 -293 -332 -345 -345 -503 -522 -546
Others 287 -313 -630 -875 -330 -953 153 326 401
CF from Fin. Activity -3,606 -8,492 -762 -4,985 -6,564 -7,425 -10,526 -12,065 -13,737
Incr/Decr of Cash 269 5,128 -2,518 -963 -285 2,065 -981 4,089 6,565
Add: Opening Balance 1,636 1,904 7,033 4,515 3,552 3,267 5,333 4,352 8,441
Closing Balance 1,904 7,033 4,515 3,552 3,267 5,332 4,352 8,441 15,006

E: MOSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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NOTES
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