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Asian Paints (APNT IN)
Rating: REDUCE | CMP: Rs2,541| TP: Rs2,248
Key Financials - Consolidated

Y/e Mar
Sales (Rs. m)
EBITDA (Rs. m)
Margin (%)
PAT (Rs. m)
EPS (Rs.)
Gr. (%)
DPS (Rs.)
Yield (%)
RoE (%)
RoCE (%)
EV/Sales (x)
EV/EBITDA (x)
PE (x)
P/BV (x)

FY24

21.4

54,602

56.9
314
26.4
10
31.5
36.6
6.8
317
446
13.0

FY25

FY26E

3,54,947 3,39,056 3,54,743
75,850

60,062 63,888

17.7
40,303
42.0
(26.2)
324
13

211
24.8
7.1
40.0
60.5
126

18.0
41,943
437
4.1
255
1.0
20.6
24.3
6.7
374
58.1
1.5
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FY27E
3,71,315
70,184
18.9
46,304
483
10.4
27.0

11
20.8
24.4
6.4
338
526
10.5

Kansai Nerolac Paints (KNPL IN)

Rating: ACCUMULATE | CMP: Rs248 | TP: Rs277
Key Financials - Standalone

Y/e Mar
Sales (Rs. m)
EBITDA (Rs. m)
Margin (%)
PAT (Rs. m)
EPS (Rs.)
Gr. (%)
DPS (Rs.)
Yield (%)
RoE (%)
RoCE (%)
EV/Sales (x)
EV/EBITDA (x)
PE (x)
P/BV (x)

FY24
73933
10,229

13.8
6,850
8.5
(6.1)
1.8
0.7
134
16.4
2.5
18.0
29.2
315

FY25
74,967
9,741
13.0
6,647
8.2
(3.0)
3.8
15
11.1
13.0
2.4
18.4
301
3.1

FY26E
78,368
10,788
13.8
7,545
93
135
2.8

11

1.4
131
23
16.5
26.5
2.9

FY27E
83,515
11,691
14.0
8,004
9.9

6.1

3.0

12

1.2
131
21

151
25.0
2.7
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Consumer

Sector Update

Paints: Adverse weather spoils festive cheer!

Our channel checks across regions suggests that decorative paints demand in
Q2FY26 is affected by adverse weather conditions, more so in North Indian
states. Dealers in the North region reported high single to low double-digit
volume declines while west and south reported low double-digit growth while
east is high single digits. We expect 2Q26 trend to imitate Q3FY23 when
extended monsoons impacted festive demand, resulting in tepid volume
growth for paint companies (APNT-0%, KNPL-(1.8%), Berger-6.6%).

Competitive intensity continues to remain high, driven by 1) Birla Opus
aggressive promotions and trade incentives 2) lower consumer prices than that
of Asian Paints, Berger, and Kansai and 3) positive word-of-mouth feedback
among contractors which is enabling strong traction for Birla Opus products.

We expect Kansai to be most affected given higher disruption in north and slow
auto sales due to GST rate cuts (benefit likely from 3Q). Asian paint and Berger
seem better placed as impact in North was offset by good demand in West &
South while East is witnessing normal demand ahead of festive season. Lower
demand and high promotional intensity are likely to weigh on 2Q profitability.
We watch out for Q3FY26 as weather normalizes and pent-up demand
particularly for exteriors and waterproofing begins to materialize.

Weather condition impacts north: west/south witness good demand - As per our
channel check, industry is expected to see high single-early double digit volume
declines in the worst-hit North states, partly compensated for West/South and
East pockets with normalizing trends. We expect recovery in the North to be in Q3
as sites dry and repair jobs kick in.

®  Decorative demand is likely to see drag in performance in Q2 amidst adverse
weather conditions. Ex-north we expect volume growth to come at early
double digit while the North India (execution/logistics disruptions & consumer
deferrals) is likely to witness decline in a few states which can pull the all-India
growth to mid-high single digits.

®  Industrial paints are witnessing flat demand in the auto/OEM segment as auto
volumes remain muted. Additionally, protective /waterproofing /service-
related activities have experienced delays due to heavy rainfall impacting key
regions (Jammu & Kashmir, Himachal Pradesh, Punjab and parts of Rajasthan
and Gujarat).

®  Given the sharp cut in GST rates on Auto OEM, we expect strong re-bound in
volume growth from 3Q26 onwards, which would benefit Kansai as Auto
paints account for ~30% of total paint sales.

®  Pricing/mix: Competitive intensity remains elevated; selective discounting in
economy emulsions persists; broad-based hikes are unlikely in near-term with
mix skew to economy/waterproofing.
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Exhibit 1: Tio2 continues to soften in Q2

Reg

Consumer

Margins: soft crude & efficiency gains will likely offset any price
cuts/promotions, we expect sector gross margins to remain resilient YoY, but
incremental margin expansion is likely to be capped by competition.

Early Navratri (Sep 22—Oct 2) and Diwali (Oct 20) have well captured pre-
festival repaint prep in non-affected regions. However, Flood-hit districts are
likely seeing shift or defer painting work into Oct—Nov (Q3).

ion-wise: North impacted, south/west remains resilient

North (Punjab/Haryana/Himachal/Delhi-NCR/West UP): Core drag on the
quarter; dealer destocking + site access being the core issues; Q3 rebound
likely as consumers deferred the work to Oct-Dec?25.

West (Gujarat/Maharashtra/Rajasthan): Sees Patchy rains, some flood
pockets in North Gujarat, however demand remains broadly resilient

South/East: not much disruption with demand for Navratri / Diwali repainting
gaining strength

Raw materials — Soft RM to boost GM in Q2 despite ADD on TiO2

Gross margins are likely to remain stable, aided by soft raw material costs, though

elev,

ated promotional spending continues to weigh on profitability. Looking ahead,

we expect a recovery in Q3FY26 as weather normalizes and pent-up demand

part

icularly for exteriors and waterproofing begins to materialize.

Exhibit 2: Brent crude remain range bound in Q2
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Tio2: Indexed tio2 remained soft as Chinese manufacturers cut prices in view
of imposition of ADD with indexed prices down by 2.4%/6.8% QoQ/YoY.
However, ADD imposition will limit input cost led gains.

Brent Crude: remains largely stable with average of $69.6/barrel in Q2 (until
now) vs $68/barrel in Q1

We expect paint companies to witness GM expansion on YoY basis, margins
are likely to remain stable/slightly expand on QoQ basis
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Exhibit 3: Prolonged rains to dampen demand despite early festive season in Q2

Paints (Vol. Gr.%) 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26
Asian Paints 10.0 6.0 12.0 10.0 7.0 -0.5 1.6 1.8 3.9
Kansai Nerolac 6.7 1.7 89 10.5 5.1 4.0 4.0 55 32
Berger Paints 12.7 10.9 9.1 139 1.8 7.8 7.4 7.4 5.6

Source: Company, PL

Exhibit 4: GST - Paints see no change, but improved purchasing power a positive for long term

Item / Category Current GST rate new rate Impact Stocks
Paints 18% 18% Neutral ANPT, Kansai, Berger
Adhesives 18% 18% Neutral Pidilite

Source: Company, PL
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Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Asian Paints Reduce 2,248 2,402
2 Avenue Supermarts Hold 3,994 4,281
3 Britannia Industries BUY 6,223 5,403
4 Colgate Palmolive Hold 2,453 2,376
5 Dabur India Hold 524 529
6 Emami Accumulate 683 601
7 Hindustan Unilever Accumulate 2,686 2,521
8 ITC BUY 530 416
9 Jubilant FoodWorks Hold 688 644
10 Kansai Nerolac Paints Accumulate 277 244
1 Marico Accumulate 743 723
12 Metro Brands Hold 1,135 1,095
13 Mold-tek Packaging Accumulate 805 761
14 Nestle India Hold 2,392 2,322
15 Pidilite Industries BUY 3,427 3,051
16 Restaurant Brands Asia Accumulate 87 81
17 Titan Company BUY 3,901 3,416
18 Westlife Foodworld Hold 745 772
PL’'s Recommendation Nomenclature
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
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(Indian Clients)

We/I Mr. Amnish Aggarwal- MBA, CFA, Mr. Vishwa Solanki- PGDM - Finance Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

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 recipient's 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 INHOO0O000271.

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 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 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 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 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
oract 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.

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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