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Asian Paints — Buy

Investment Thesis

e Asian Paints Ltd. (Asisan Paints) has consistently achieved double-digit
volume growth of over 12% in the Q4FY24. This indicates strong market
demand for their products and effective sales strategies.

e Asian Paints currently has over 150,000 retail touch points and plans to add
10,000 more retail points in the current year. This ongoing expansion
demonstrates the company's commitment to increasing market reach and
accessibility. Continuous growth in distribution channels can lead to
increased sales and market share.

e The new greenfield project in Madhya Pradesh, set to complete by 2028,
will significantly increase production capacity. This large-scale expansion
demonstrates confidence in future market demand and growth prospects.

e Asian Paints' capacity increases from 17 lakh KL/annum to 22.7 lakh
KL/annum through brownfield expansions showcase their ability to opfimize
the utilization of existing resources. These expansions are often more cost-
effective and can be implemented faster compared to constructing new
facilities from scratch.

e Targeting the Rs. 5000 crore bottom-of-the-pyramid market with distempers
and low-cost emulsions shows market expansion efforts. This strategy can
capture a large, price-sensitive customer base. Success in this segment
could lead to significant volume growth and market share expansion.

e The 'Beautiful Homes Painting Service' which is considered to be the
premium sevice which is customized as per the customer needs is growing
at 70-80% YoY with high customer satisfaction.Rapid growth in services can
provide an additional revenue stream and strengthen brand loyalty.

Financials

e Asian Paints's revenue has shown a consistent growth trajectory, increasing
from Rs. 29,101 crore in FY22 to Rs. 35,495 crore in FY24 and further
estimating it to grow to Rs. 44,901 crore in FY26E. This growth could be
attributed to expansion infto new markets or product lines and demand for
premium products.

Consl. (Rs.Cr) FY22 FY23 FY24  FY25E FY26E |
Revenue 29101 34,489 35495 39,045 44,901
EBITDA 4804 6260 7585 8723 10,293
EBITDA Margin (%) 17% 18% 21% 22% 23%
PAT 3085 4195 5558 6392 7670
EPS (Rs.) 31.59 281 56.92 66.65 79.98
P/E (x) 96.0 70.0 52.1 51.0 49.0
ROE (%) 234%  2623%  29.68%  31.04%  33.88%
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Stock Performance

Performance (%) M 6M 1Yr
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® The EBITDA has also been growing steadily, from Rs. 4,804 crore in FY22

tORs.7,585 crore in FY24 and further estimating it to grow to Rs. 10,293 crore in
FY26E. This suggests that the company has been able to effectively manage its
operating costs and maintain profitability.

® The EBITDA margin, has shown a consistent improvement, increasing from 17%

in FY22 to 21% in FY24 and further estimating at 23% in FY26E as it is expected to
increase its margins. This indicates that it has been able to generate higher
profits from its revenue, likely due to its higher pricing power and market share.

® The PAT has also been growing steadily, from Rs.3,085 crore in FY22 to Rs. 5,558

crore andfutherestimated at Rs. 7,670 crore in FY26E. This reflects the company's
ability fo generate substantial profits for its shareholders.

Key Business Highlights

® Asian Paints maintains a strong presence across Economy, Premium, and Luxury

segments, with a leading market share in each. This diversification allows the
company to cater to various consumer needs and price points. It also provides
resilience against market fluctuations in any single segment.

With over 1.63 lakh retail points, Asian Paints has a distribution network 3-4 times
larger than its competitors. This extensive reach ensures product availability
across diverse geographic areas, including remote locations.

With 126 patents filed, 60 granted, and 30 commercialized in six years, Asian
Paints shows a strong commitment to innovation. This focus on R&D can lead to
unique product offerings and competitive advantages. A robust patent
portfolio can also provide barriers to enfry for competitors and potential
licensing opportunities.

New products contribute 11-12% of the top line, indicating successful product

development and market acceptance. This high percentage suggests the
company's ability to meet changing consumer needs and preferences.

Valuation

While the stock is trading at TTM P/E of 52.1x with an EPS of Rs.56.92.Revenue is
expected to grow by 30-35% led by its robust new launch of pipeline and
increase in its capacity and volumes.

We expect it fo frade around 49.0x P/E with an FY26 EPS of Rs.79.68.

We are assinging a BUY rating for with a Target Price of Rs. 3,865, translating into
an upside of 30%.

Risk & Concern

Despite Asian Paints' strong market position, the industry faces intense
competition. New enfrants like Grasim recently which made an entry in this
sector could pressure market share and pricing power of asian paints.

Paint manufacturing relies heavily on petrochemical-based raw materials.
Fluctuations in crude oil prices and other key ingredients could affect
production costs and margins if Asian Paints is unable to pass these costs to
consumers.

With international operations and raw material imports, Asian Paints is exposed
to currency fluctuations. Unfavorable exchange rate movements could impact
profitability.

Graphs & Charts
Figure 1: Net Sales Trend
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: PAT Trend
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Figure 4:Segment Wise Breakup(FY24)

B DECORATIVE
PAINTS

B INTERNTIONAL
OPERATIONS

" HOME
IMPROVMENT




Name Designation , ,
. " . Digitally signed by Rajesh Ranjan Sinha
queSh Sinha Sr. Research Anqusi‘ Rajesh DN: cn=Rajesh Ranjan Sinha c=IN

o=Personal ou=Personal
Reason: | am the author of this

Ranjan Sinha e

Location:
Date: 2024-07-16 11:29+05:30

Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity
in making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of inferest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securifies for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not 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; (e) has not received any compensation or other benefits from the subject company or third party
in connection with the Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in
market making activity for the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a
professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed
to be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or
represented that it is accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached
to any individual, same may be ignored and brought to the attention of the sender. Preparation of this research report does not
constifute a personal recommendation or take info account the particular investment objectives, financial situations, or needs of
individual clients. Past performance is not a guide for future performance. This Report has been prepared on the basis of publicly
available information, internally developed data and other sources believed by Bonanza portfolio Ltd fo be reliable. This report should
not be taken as the only base for any market transaction; however this data is representation of one of the support document among
other market risk criterion. The market participant can have an idea of risk involved o use this information as the only source for any
market related activity. The distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this
report comes, should observe, any such restrictions. The revelation of interest statements integrated in this analysis are provided
exclusively to improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis.
The price and value of the investments referred fo in this report and the income from them may go down as well as up. Bonanza
portfolio Ltd or its directors, employees, daffiliates or representatives do not assume any responsibility for, or warrant the accuracy,
completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the
disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of M/s. Bonanza
portfolio Ltd shall be liable. Research report may differ between M/s. Bonanza portfolio Ltd RAs and other companies on account of
differences in, personal judgment and difference in time horizons for which recommendations are made. Research entity has not
been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or
employee of the subject company. Research analyst have not received any compensation/benefits from the Subject Company or
third party in connection with the research report.

M/s. Bonanza Portfolio Ltd at Bonanza House, Plot No. M-2, Cama Industrial Estate. Walbhat Road, Goregaon (E), Mumbai — 400063
Web site: https://www.bonanzaonline.com

Research Analyst Regn No. INH100001666
SEBI Regn. No.: INZ000212137
BSE /NSE/MCX : | CASH | DERIVATIVE | CURRENCY DERIVATIVE | COMMODITY SEGMENT |
| CDSL: | 12033500 | NSDL: | IN 301477 | | PMS: INP 000000985 | AMFI: ARN -0186



https://www.bonanzaonline.com/

		2024-07-16T11:29:58+0530
	Rajesh Ranjan Sinha
	I am the author of this document




