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Focus on gaining industrial coatings market share amid stiff competition in decorative paints

Kansai has been focussing on introducing multiple new products/technologies in industrial coatings over the past 2-3 years.
This has led to market share gains in automotive coatings and strong growth in protective coatings. We like Kansai’s strategy
to focus on market share gains in industrial coatings (less competitive segment) given competition has intensified materially
in decorative paints. We also like its aggressive focus on expansion of share-of-voice and new launches to strengthen
decorative paints. With correction in commodity prices and FY25’s favourable base, we see Kansai’s FY26E revenue/PAT
growth in mid-single-digits. QoQ recovery in offtake of decorative paints and sustained growth in projects segment also

augur well.

Sale of land parcels at Thane and Parel (Mumbai) should drive other income
higher. Maintain ADD. We reckon [comfortable] competitive equilibrium in
paints is likely broken. Retain underweight on large cap paints. Contrarian
investors may consider owning Akzo Nobel/Indigo Paints/Kansai Nerolac.

Q4FY25 result review

KNPL reported revenue growth of 2.7% YoY. However, EBITDA and adjusted
PAT declined 7.4% and 7.2%, respectively YoY. Gross margin expanded 22bps
with correction in commodity prices. Even so, EBITDA margin contracted
99bps YoY due to higher staff cost and other expenditure as % of net sales.
We believe, there is negative impact of operating leverage with 10 straight
quarters of low-single-digit YoY revenue growth.

Weak demand for decorative paints

While there is QoQ recovery in consumer offtake, there is still weak demand
for decorative paints. Reduction in discretionary spends and tighter liquidity
have continued to hurt demand for paints. Wood finish, projects, construction
chemicals and paint+ products have continued to report healthy growth YoY.

Market share gains for automotive coatings

There is a slowdown in automotive production, but Kansai was able to gain
market share and has grown ahead of the market in automotive coatings.
Performance coatings has also done well with a strong order book.
Considering there is steep competitive pressure in decorative, we like Kansai’s
strategy to focus on market share gains in industrial coatings.

Financial Summary

Y/E March (INR mn) FY24A FY25A FY26E FY27E
Net Revenue 78,014 78,230 82,896 88,615
EBITDA 10,277 9,423 10,229 11,048
EBITDA Margin (%) 13.2 12.0 12.3 125
Net Profit 6,718 6,683 6,907 7,512
EPS (INR) 8.3 8.3 8.5 9.3
EPS % Chg YoY 41.8 (0.5) 3.4 8.8
P/E (x) 30.5 30.6 29.7 27.3
EV/EBITDA (x) 18.3 19.4 17.6 16.0
RoCE (%) 11.5 8.8 8.7 8.8
ROE (%) 13.2 11.1 10.4 10.6
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Market Data

Market Cap (INR) 205bn
Market Cap (USD) 2,427mn
Bloomberg Code KNPL IN
Reuters Code KANE.BO
52-week Range (INR) 321/218
Free Float (%) 25.0
ADTV-3M (mn) (USD) 1.0
Price Performance (%) 3m 6m 12m

Absolute
Relative to Sensex

(0.3) (11.3) (11.6)
(3.7) (11.6) (20.7)

ESG Score 2022 2023 Change
ESG score 59.7 71.4 11.7
Environment 41.6 56.8 15.2
Social 42.0 75.2 33.2
Governance 80.4 78.8 (1.6)

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, |-sec research

Earnings Revisions (%) FY26E FY27E
Revenue (0.8) (0.8)
EBITDA 19 (1.8)
EPS 3.4 33

Previous Reports

06-02-2025: Q3FY25 results review
07-11-2024: Q2FY25 results review

Please refer to important disclosures at the end of this report


https://sbsmail.icicisecurities.com/CRMPortal/ResearchDownload.aspx?Pid=tyYnr7vW98o%3d&Cid=ubrMarXuxi0%3d&fName=EYxEa0YUdV%2bOuBp6Jj8t1IjZVVIoiMYk&typ=APSSeVhmQ%2b8%3d
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Valuation

We believe KNPL is likely to be relatively protected from steep competitive pressures
in decorative paints, as it generates ~45% of its revenue from industrial coatings. We
maintain ADD with a DCF-based revised TP of INR 267 (implied P/E of 30x FY27E EPS;
earlier TP INR 250). Historically, the stock has traded at an average one-year forward
P/E of 40x.

Key risks
Higher raw material prices, failure of new product launches and steep increase in
competitive pressures are key risks to our estimates.

Exhibit 1: Q4FY25 consolidated financial performance

INR mn Q4FY25 Q4FY24 % chg. YoY Q3FY25 % chg. QoQ
Net revenues 18,167 17,694 2.7 19,219 (5.5)
Raw materials 11,886 11,615 2.3 12,446 (4.5)
% of sales 65% 66% -22 bps 65% 67 bps
Employee costs 1,315 1,158 135 1,213 8.3
% of sales 7.2% 6.5% 69 bps 6.3% 92 bps
Other expenditure 3,309 3,131 5.7 3,209 31
% of sales 18.2% 17.7% 52 bps 17% 152 bps
Total expenditure 16,509 15,904 3.8 16,868 (2.1)
EBITDA 1,657 1,790 (7.4) 2,351 (29.5)
EBITDA margin (%) 9.1% 10.1% -99 bps 12.2% -311 bps
Other income 371 325 14.0 415 (10.7)
PBDIT 2,028 2,115 (4.1) 2,766 (26.7)
Depreciation 516 480 7.6 534 (3.4)
PBIT 1,512 1,636 (7.6) 2,232 (32.3)
Interest 77 70 9.5 91 (15.2)
PBT 1,435 1,566 (8.3) 2,141 (33.0)
Tax 411 423 (2.8) 546 (24.7)
% of PBT 29% 27% 163 bps 25% 314 bps
PAT 1,024 1,143 (10.4) 1,596 (35.8)
Minority Interest (59) (24) - (186) -
Extraordinary items 4 (49) (108.5) 4,999 (99.9)
Reported PAT 1,087 1,118 (2.7) 6,781 (84.0)
Adjusted PAT 1,083 1,167 (7.2) 1,782 (39.2)

Source: Company data, I-Sec research
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Operational highlights (Quarterly)

Exhibit 2: Revenue and growth rates
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Exhibit 3: Gross and EBITDA margins

®m Gross margin B EBITDA margin

25000 - 140.0 45 -
20000 - 100.0 i
- 80.0 35
L 30 A
15000 - 60.0
_ - 40.0 25 -
C
- 20.0 < 4
£10000 - [ - g 20
z 15
= L (20.0)
5000 A L (40.0) 10 A
- (60.0) b
O T T T T T T T T T T T T T T T T T T T T T T T T T (80-0) -
OO 0O O O d 4 N N MM I I 0w o)) 0] o o — — ~N N m o™ < < Lo Lo
— = N NN NN NN N NN NN — — o~ o~ [l o N N N N N N N N
O S S R R O W S S A O T T I Lotttk
N < N I N S N S N g N I N < N < N < & S & ¥ & S N < N <
ogucgogioslcoglc ol caca oMo acao o o o oo o oo oo oo oo oo oo
Source: Company data, I-Sec research Source: Company data, I-Sec research
Exhibit 4: Raw material cost Exhibit 5: Staff and other expenditure
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Exhibit 6: Net profit and growth rates Exhibit 7: Effective tax rate
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Operational highlights (Annual)

Exhibit 8: Revenue and growth rates Exhibit 9: Gross and EBITDA margins
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Exhibit 10: Return ratios Exhibit 11: Working capital days
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Exhibit 12: Net profit and growth rates Exhibit 13: Effective tax rate
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Key raw material prices

Exhibit 15: Crude oil

Exhibit 14: Titanium di-oxide

Crude oil (INR/bbl)
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Exhibit 17: VAM prices

Exhibit 16: Packaging material - HDPE

VAM (INR/ MT)
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Exhibit 18: Mean P/E and standard deviation
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Exhibit 19: Shareholding pattern

% Sep‘24 Dec‘24 Mar25
Promoters 75.0 75.0 75.0
Institutional investors 15.8 15.6 15.4
MFs and other 2.0 1.9 1.9
Fls/ Banks - - -
Insurance Cos. 8.2 8.3 8.1
Flls 5.6 5.4 5.4
Others 9.2 9.4 9.6

Exhibit 20: Price chart
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Financial Summary

Exhibit 21: Profit & Loss
(INR mn, year ending March)

FY24A FY25A FY26E FY27E
Net Sales 78,014 78,230 82,896 88,615
Operating Expenses 17,296 18,113 19,353 20,575
EBITDA 10,277 9,423 10,229 11,048
EBITDA Margin (%) 13.2 12.0 123 125
Depreciation & Amortization 1,905 2,017 2,217 2,374
EBIT 8,373 7,406 8,012 8,673
Interest expenditure 292 313 285 285
Other Non-operating 919 1392 1011 1110
Income
Recurring PBT 8,999 8,485 8,738 9,498
Profit / (Loss) from
Associates . ) . .
Less: Taxes 2,384 2,137 2,199 2,391
PAT 6,616 6,348 6,539 7,108
Less: Minority Interest 102 335 368 405
Extraordinaries (Net) 5,105 4,770 - -
Net Income (Reported) 11,618 10,784 6,171 6,703
Net Income (Adjusted) 6,718 6,683 6,907 7,512
Source Company data, I-Sec research
Exhibit 22: Balance sheet
(INR mn, year ending March)
FY24A FY25A FY26E FY27E
Total Current Assets 34,262 35,063 39,449 44,744
of which cash & cash eqv. 2,600 2,901 5,379 8,335
Total Current Liabilities & 14149 13628 14441 15437
Provisions
Net Current Assets 20,113 21,435 25,008 29,308
Investments 16,489 22,382 22,382 22,382
Net Fixed Assets 21,622 22,438 23,222 23,847
ROU Assets - - - -
Capital Work-in-Progress 1,526 2,262 2,262 2,262
Total Intangible Assets 198 25 25 25
Long Term Loans &
Advances ) ) ) )
Deferred Tax assets - - - -
Total Assets 59,949 68,543 72,899 77,824
Liabilities
Borrowings 2,700 2,853 2,853 2,853
Deferred Tax Liability 1,262 1,645 1,645 1,645
Provisions - - - -
Other Liabilities - - - -
Equity Share Capital 808 808 808 808
Reserves & Surplus 55,017 63,423 67,779 72,704
Total Net Worth 55,826 64,232 68,588 73,513
Minority Interest 160 (187) (187) (187)
Total Liabilities 59,949 68,543 72,899 77,824
Source Company data, I-Sec research
Exhibit 23: Quarterly trend
(INR mn, year ending March)
Jun-24  Sep-24  Dec-24  Mar-25
Net Sales 21,331 19,514 19,219 18,167
% growth (YOY) (1.1) (0.3) 0.2 2.7
EBITDA 3,296 2,119 2,351 1,657
Margin % 155 109 122 9.1
Other Income 338 267 415 371
Extraordinaries 45 3 4,999 4
Adjusted Net Profit 2,308 1,228 1,782 1,083

Exhibit 24: Cashflow statement
(INR mn, year ending March)

FY24A FY25A FY26E FY27E

Operating Cashflow 9,418 7,727 7,661 8,139
Working Capital Changes 754 (1,021) (1,095) (1,343)
Capital Commitments (3,040) (3,569) (3,000) (3,000)
Free Cashflow 6,378 4,158 4,661 5,139
Other investing cashflow (8,686) (6,066) - -
Cashflow from Investing
Activities (11,726) (9,635) (3,000) (3,000)
Issue of Share Capital 6,798 4,742 0 0
Interest Cost - - - -
Inc (Dec) in Borrowings (127) 153 - -
Dividend paid (3,032) (3,032) (2,183) (2,183)
Others - - - -
Cash flow from Financing 3,639 1863  (2183)  (2.183)
Activities
Chg. in Cash & Bank 1,331 (45) 2,478 2,956
balance
Closing cash & balance 2,600 2,554 5,379 8,335

Source Company data, I-Sec research

Exhibit 25: Key ratios

(Year ending March)

FY24A FY25A FY26E FY27E

Per Share Data (INR)
Reported EPS 8.3 8.3 85 9.3
Adjusted EPS (Diluted) 8.3 8.3 8.5 9.3
Cash EPS 10.7 10.8 113 12.2
Dividend per share (DPS) 3.8 3.8 2.7 2.7
Book Value per share (BV) 69.1 79.5 84.8 90.9
Dividend Payout (%) 45.1 45.4 316 29.1
Growth (%)
Net Sales 34 0.3 6.0 6.9
EBITDA 25.6 (8.3) 8.6 8.0
EPS (INR) 418 (0.5) 3.4 8.8
Valuation Ratios (x)
P/E 305 30.6 29.7 27.3
P/CEPS 238 235 224 20.7
P/BV 3.7 3.2 3.0 2.8
EV /EBITDA 183 194 17.6 16.0
P/ Sales 2.6 2.6 25 2.3
Dividend Yield (%) 0.0 0.0 0.0 0.0
Operating Ratios
Gross Profit Margins (%) 35.3 35.2 35.7 35.7
EBITDA Margins (%) 13.2 12.0 123 125
Effective Tax Rate (%) 26.5 25.2 25.2 25.2
Net Profit Margins (%) 8.6 8.5 8.3 8.5
Net Debt / Equity (x) (0.3) (0.4) (0.4) (0.4)
Net Debt / EBITDA (x) (1.6) (2.4) (2.4) (2.5)
Fixed Asset Turnover (x) 2.1 2.0 2.0 2.0
Working Capital Days 81 85 85 85
Inventory Turnover Days 80 78 80 80
Receivables Days 64 63 65 65
Payables Days 14 11 11 11
Profitability Ratios
RoCE (%) 115 8.8 8.7 8.8
RoE (%) 13.2 11.1 10.4 10.6
RolC (%) 11.5 8.8 8.7 8.8

Source Company data, I-Sec research

Source Company data, I-Sec research
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at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed
in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised
to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date
of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other
advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services
from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or
its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report
as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial
ownership of one percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves of and to observe such restriction.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical information,
it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

India | Institutional Equity Research 8


http://www.icicibank.com/

Kansai Nerolac Paints | Results update | 07 May 2025 ﬁ’c.,c.' SEGurftfes

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

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report.
Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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