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Key Financials

FY18 FY19E FY20E FY21E
Sales (Rs. m) 168,246 194,194 220,726 253,740
EBITDA (Rs. m) 31,976 36,652 43,079 51,701
Margin (%) 19.0 18.9 19.5 20.4
PAT (Rs. m) 19,743 22,550 26,824 32,338
EPS (Rs.) 20.6 235 28.0 33.7
Gr. (%) 0.5 14.2 19.0 20.6
DPS (Rs.) 10.3 8.9 11.3 13.5
Yield (%) 0.7 0.6 0.8 1.0
RoOE (%) 24.7 25.0 25.9 27.2
RoCE (%) 33.2 33.8 34.8 37.0
EV/Sales (x) 8.0 6.9 6.0 5.2
EV/EBITDA (x) 41.9 36.4 30.8 255
PE (x) 68.4 59.8 50.3 41.7
P/BV (x) 16.0 14.0 12.2 10.6
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Rating: ACCUMULATE | CMP: Rs1,407 | TP: Rs1,460

EPS up ~7% as volume growth at 8 year high

We increase our FY19 and FY20 EPS by 6.9-6.7% as APNT has posted ~24%
volume growth in domestic decorative business, first 20% growth number
after 3QFY11. Although sustenance of the same is yet to be tested given
benefit of low base and late Diwali this year and GST rate reduction in 3Q.
APNT has given a cautiously optimistic outlook as sales growth will remain
sensitive to overall demand and elections. Margins in the near term will be a
function of USD/INR, crude price volatility, sales mix and stabilization of
production in new units at Mysore and Vizag.

We remain positive in the structural growth story due to 1) likely benefits of
GST rate reduction given ability to straddle through price points and deep
distribution 2) strong pricing power given 7.4% price increase in the calendar
year and 3) lower share of Automotive/ Industrial paints (5% of Consol sales)
which will face more demand and margin pressure in near term.

We estimate CAGR of 14.7% in revenue and 17.9% in Adj. PAT over FY19-21.
We value the stock at 45xDec20 EPS of 32.4 and arrive at a target price of
1460 (Earlier Rs1300). Retain Accumulate.

® Concall Takeaways: 1) Challenging domestic economic environment, volatile
rupee and elections remain a key factor to sales acceleration in the coming
quarters. 2) Rural sales growth was faster than the Urban sales growth in
Diwali. 3) Demand for coatings has witnessed good growth, However, Auto
demand is seeing a slowdown. Sale of Distempers and lower end products
have grown YoY, however, they were lower QoQ 4) Two price hikes were taken
in 3Q19: 2.35% from Oct'18 and 1.75% from Dec’18. However, the price
increases were not enough to cover the input cost inflation for the quarter 5)
The cost of painting for consumers has remained almost same as GST rate
reduction to 18% was off-set by 7.4% price increases in Calendar year 2018 6)
The anticipated demand growth in Kerala post the floods has not happened yet
7) Slow-down in real estate had a minimal impact on sales as major revenue
comes from repainting which is more than 75% of sales.8) Employee costs and
overheads increased due to commissioning of Mysore plant in Sept'18 and
increased outlay on interest cost on Gratuity. Commissioning of Vizag plant in
4Q will further increase manpower and overheads. 9) IBD is expected to
remain under pressure due to challenges in Egyptian pound and continuing
forex scarcity in Ethiopia. 10) Impact of natural calamity in Indonesia was not
significant, APNT added more than 100 colour infinites there taking the total to
~175. APNT is likely to increase investments behind brand building and
distribution 11) ANPT shall be receiving incentives in the form of Interest free
loan from Karnataka for Mysore plant and refund on GST paid on sales of
products from Vizag plant in the state of AP. 12) APNT maintained the Capex
guidance for FY19 at Rs10bn (including Rs8bn for the new plants). Post
commissioning of 2 new plants, capex is expected to decline in FY19.
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Exhibit 1: Q3FY19 Results- Consolidated (Rs m): Adj. PAT increased 12.1% despite 120bp margin decline

Y/e March 3QFY19 3QFY18 YoY gr. (%) 2QFY19 9MFY19 9MFY18 YoY gr. (%)

Net Sales 52,940 42,605 24.3 46,391 1,43,233 1,23,410 16.1

Gross Profit 21,690 17,995 20.5 18,467 59,136 51,945 13.8
% of NS 41.0 42.2 -1.3 39.8 41.3 42.1 -0.8

Other Expenses 11,260 9,083 24.0 10,625 32,120 28,368 13.2
% of NS 21.3 21.3 22.9 224 23.0

EBITDA 10,430 8,912 17.0 7,842 27,016 23,577 14.6
Margins (%) 19.7 20.9 -1.2 16.9 18.9 19.1

Depreciation 1,154 896 28.8 947 3,006 2,690 11.7

Interest 148 92 60.6 121 357 259 375

Other Income 452 497 -9.0 633 1,702 1,814 -6.2

PBT 9,580 8,420 13.8 7,406 25,355 22,441 13.0

Tax 3,263 2,913 12.0 2,427 8,460 7,533 12.3
Tax rate % 34.1 34.6 32.8 334 33.6

Adjusted PAT 6,356 5,672 121 4,928 16,864 15,005 124

Source: Company Data, PL Research

Exhibit 2: Q3FY19 Results - Standalone (Rs m): Adj. PAT increased 19.3% despite decline in EBITDA margin by 110bps

Y/e March
Net Sales
Gross Profit

% of NS
Other Expenses

% of NS
EBITDA

Margins (%)
Depreciation
Interest
Other Income
PBT
Tax

Tax rate %
Adjusted PAT

3QFY19
45,361
19,076
42.1
9,218
20.3
9,858
21.7
1,032
87

663
9,402
3,092
32.9
6,310

3QFY18  YoY gr. (%) 2QFY19 9MFY19 9MFY18 YoV gr. (%)
35,874 26.4 39,142 1,21,565 1,03,925 17.0
15,613 22.2 15,973 51,586 44,841 15.0
435 15 40.8 42.4 431
7,432 24.0 8,700 26,207 23,488 11.6
20.7 22.2 21.6 22.6
8,181 20.5 7,273 25,379 21,353 18.9
22.8 11 18.6 20.9 20.5
781 32.1 828 2,650 2,310 14.7
52 67.3 66 201 145 38.9
684 -3.0 717 2,068 2,183 5.3
8,031 17.1 7,096 24,597 21,081 16.7
2,742 12.8 2,281 8,046 7,047 14.2
34.1 32.1 32.7 33.4
5,290 19.3 4,815 16,551 14,034 17.9

Source: Company Data, PL Research

® Consolidated: Domestic decorative volumes grew in high double digits, we
est it at ~24% given festive season in 3Q and low base. Volumes were also
boosted by shift from unorganized to organized sector post GST rate reduction
from 28% to 18%. Adj. Consol sales increased 24.3% to Rs 52.94bn. Gross
margins declined 130bps while EBIDTA margin declined 120bps. EBIDTA
increased by 17% to Rs 10.4bn. Adj. PAT increased by 12.1% to Rs6.35bn
despite 60.6% increase in Interest cost and depreciation by 60.6% and 28.8%
and decrease in other income by 9%.

" Standalone sales increased by 26.4% to Rs 45.3bn. Gross margins and
EBITDA margins both declined 150bps and 110bps. EBIDTA increased by
20.5% to Rs9.85bn Adj. PAT up 19.3% to Rs. 6.3bn.

January 22, 2019



Asian Paints

IBD performance remain impacted as some key geographies in Egypt and

Ethiopia continued to witness challenging business conditions. Imputed sub
sales increased 12.6%, EBIDTA declined 21.8%.

Home Improvement: Home improvement business of Sleek and ESS reported

23.2% increase in sales.

Exhibit 3: Strong Volumes at ~25% in 3QFY19 on low base and festive season
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Exhibit 4: Decorative price increased 1.75% from Dec’18 Exhibit 5: Tio2 prices up 3.4% QoQ and flattish YoY
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY18 FY19E FY20E FY21E Y/e Mar FY18 FY19E FY20E FY21E
Net Revenues 168,246 194,194 220,726 253,740 Non-Current Assets
YoY gr. (%) 11.7 15.4 13.7 15.0
Cost of Goods Sold 96,912 113,914 127,313 143,972 Gross Block 57,368 74,168 86,468 94,268
Gross Profit 71,334 80,280 93,413 109,768 Tangibles 53,628 70,128 82,128 89,628
Margin (%) 42.4 41.3 423 43.3 Intangibles 3,741 4,041 4,341 4,641
Employee Cost 11,155 12,304 14,027 16,150
Other Expenses 28,203 31,325 36,307 41,916 Acc: Dep / Amortization 23,319 27,680 33,013 39,000
Tangibles 22,443 26,341 31,175 36,628
EBITDA 31,976 36,652 43,079 51,701 Intangibles 876 1,339 1,837 2,372
YoY gr. (%) 7.1 14.6 17.5 20.0
Margin (%) 19.0 18.9 19.5 20.4 Net fixed assets 34,050 46,489 53,456 55,268
Tangibles 31,185 43,786 50,952 52,999
Depreciation and Amortization 3,605 4,361 5,333 5,988 Intangibles 2,865 2,702 2,503 2,269
EBIT 28,371 32,290 37,746 45,714 Capital Work In Progress 14,051 8,000 4,000 6,000
Margin (%) 16.9 16.6 17.1 18.0 Goodwill 3,273 3,273 3,273 3,273
Non-Current Investments 13,168 13,813 15,153 16,651
Net Interest 351 472 339 315 Net Deferred tax assets (3,975) (3,990) (4,008) (4,033)
Other Income 2,206 2,129 2,767 3,189 Other Non-Current Assets 3,888 3,593 4,104 4,765
Profit Before Tax 30,227 33,947 40,174 48,588 Current Assets
Margin (%) 18.0 175 18.2 19.1 Investments 10,567 12,460 18,028 22,687
Inventories 26,583 30,326 34,167 38,930
Total Tax 10,410 11,372 13,257 16,034 Trade receivables 17,371 19,685 21,770 24,331
Effective tax rate (%) 34.4 335 33.0 33.0 Cash & Bank Balance 4,047 6,308 8,204 11,229
Other Current Assets 4,552 4,369 4,415 5,075
Profit after tax 19,817 22,575 26,916 32,554 Total Assets 137,831 154,702 173,799 196,486
Minority interest 532 468 585 753
Share Profit from Associate 458 442 493 537 Equity
Equity Share Capital 959 959 959 959
Adjusted PAT 19,743 22,550 26,824 32,338 Other Equity 83,143 95,669 109,522 126,295
YoY gr. (%) 05 14.2 19.0 20.6 Total Networth 84,102 96,628 110,481 127,254
Margin (%) 11.7 11.6 12.2 12.7
Extra Ord. Income / (Exp) 700 - - - Non-Current Liabilities
Long Term borrowings 283 194 63 38
Reported PAT 20,443 22,550 26,824 32,338 Provisions 1,401 1,546 1,749 1,997
Yo gr. (%) 27 10.3 19.0 20.6 Other non current liabilities 36 36 36 36
Margin (%) 12.2 11.6 12.2 12.7
Current Liabilities
Other Comprehensive Income (348) - R R ST Debt / Current of LT Debt 5,051 4,960 4,911 4,526
Total Comprehensive Income 20,095 22,550 26,824 32,338 Trade payables 21,600 24,967 27,904 31,556
Equity Shares O/s (m) 959 959 959 959 Other current liabilities 17,860 18,357 20,595 22,965
EPS (Rs) 20.6 235 28.0 33.7 Total Equity & Liabilities 137,831 154,702 173,799 196,486
Source: Company Data, PL Research Source: Company Data, PL Research
January 22, 2019 4
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY18 FY19E FY20E FY21E Y/e Mar FY18 FY19E FY20E FY21E
PBT 30,227 33947 40,174 48,588 Per Share(Rs)
Add. Depreciation 3,605 4,361 5,333 5,988 EPS 20.6 235 28.0 33.7
Add. Interest 351 472 339 315 CEPS 24.3 28.1 335 40.0
Less Financial Other Income 2,206 2,129 2,767 3,189 BVPS 87.7 100.7 115.2 132.7
Add. Other 722 (7,000) (7,000) (7,000) FCF 4.7 4.7 8.2 12.3
Op. profit before WC changes 34,904 31,781 38,846 47,890 DPS 10.3 8.9 11.3 135
Net Changes-WC (632) (5,184)  (9,390) (10,253) Return Ratio(%)
Direct tax (10,410) (11,372) (13,257) (16,034) RoCE 33.2 33.8 34.8 37.0
Net cash from Op. activities 23,863 15,225 16,198 21,603 ROIC 26.2 27.9 30.7 34.1
Capital expenditures (19,365)  (10,749) (8,300) (9,800) RoE 24.7 25.0 25.9 27.2
Interest / Dividend Income - - - - Balance Sheet
Others 3,596 (40) (669) (747) Net Debt : Equity (x) (0.1) 0.1) 0.2) 0.2)
Net Cash from Invt. activities (15,770) (10,789)  (8,969) (10,547) Net Working Capital (Days) 48 47 46 46
Issue of share cap. / premium (1,538) 7,248 6,415 6,247 Valuation(x)
Debt changes 2,970 (93) 1,684 1,272 PER 68.4 59.8 50.3 41.7
Dividend paid (11,874) (10,261) (12,971) (15,565) P/B 16.0 14.0 12.2 10.6
Interest paid (351) (472) (339) (315) P/CEPS 57.8 50.1 42.0 35.2
Others - - N - EV/EBITDA 41.9 36.4 30.8 25.5
Net cash from Fin. activities (10,793)  (3,579)  (5,211)  (8,361) EV/Sales 8.0 6.9 6.0 5.2
Net change in cash (2,700) 857 2,019 2,695 Dividend Yield (%) 0.7 0.6 0.8 1.0
Free Cash Flow 4,497 4,476 7,898 11,803 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Mar Q4FY18 QI1FY19 Q2FY19 Q3FY19
Net Revenue 44,836 43,903 46,391 52,940

YoY gr. (%) 13.4 15.1 8.8 24.3
Raw Material Expenses 25,447 24,923 27,924 31,250
Gross Profit 19,389 18,980 18,467 21,690

Margin (%) 43.2 43.2 39.8 41.0
EBITDA 8,399 8,744 7,842 10,430

YoY gr. (%) (5.8) 4.1 (10.3) 33.0

Margin (%) 18.7 19.9 16.9 19.7
Depreciation / Depletion 914 905 947 1,154
EBIT 7,485 7,839 6,894 9,276

Margin (%) 16.7 17.9 14.9 17.5
Net Interest 91 88 121 148
Other Income 392 617 633 452
Profit before Tax 7,786 8,368 7,406 9,580

Margin (%) 17.4 19.1 16.0 18.1
Total Tax 2,877 2,770 2,427 3,263

Effective tax rate (%) 37.0 33.1 32.8 34.1
Profit after Tax 4,909 5,599 4,979 6,317
Minority interest - 133 132 116
Share Profit from Associates 50 115 81 154
Adjusted PAT 4,959 5,580 4,928 6,356

YoY gr. (%) 3.4 31.3 (3.1) 12.1

Margin (%) 11.1 12.7 10.6 12.0
Extra Ord. Income / (Exp) - - - -
Reported PAT 4,959 5,580 4,928 6,356

YoY gr. (%) 34 31.3 (14.4) 12.1
Margin (%) 11.1 12.7 10.6 12.0
Other Comprehensive Income 45 471 (498) (345)
Total Comprehensive Income 5,004 6,051 4,430 6,011
Avg. Shares O/s (m) 959 959 959 959
EPS (Rs) 5.2 5.8 5.1 6.6
Source: Company Data, PL Research
January 22, 2019 5
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Price Chart Recommendation History

(Rs)
1475 No. Date Rating TP (Rs.) Share Price (Rs.)
1 23-Jan-18 Accumulate 1,278 1,177
iy 2 13-Apr-18  Accumulate 1,278 1,163
1155 3 11-May-18 Accumulate 1,234 1,215
4 10-Jul-18 Hold 1,278 1,292
995 5 24-Jul-18  Hold 1,431 1,468
835 -+ 6 5-Oct-18 Hold 1,431 1,225
(=] © ~ ~ o [ee] (]
%‘ ::" ‘é‘ :3' ‘é‘ :3' ’g‘ 7 23-Oct-18  Accumulate 1,300 1,138
e - = - e - e 8 7-Jan-19  Accumulate 1,300 1,396
Analyst Coverage Universe
Sr. No. CompanyName Rating TP (Rs) Share Price (Rs)
1 Asian Paints Accumulate 1,300 1,396
2 Avenue Supermarts Reduce 1,270 1,572
3 Britannia Industries Accumulate 3,231 3,144
4 Colgate Palmolive Hold 1,157 1,303
5 Crompton Greaves Consumer Electricals BUY 276 227
6 Dabur India Hold 427 420
7 Emami Accumulate 521 419
8 Future Retail BUY 604 459
9 GlaxoSmithKline Consumer Healthcare Hold 8,520 7,488
10 Hindustan Unilever Hold 1,874 1,752
11 ITC BUY 364 282
12 Jubilant FoodWorks Accumulate 1,395 1,217
13 Kansai Nerolac Paints Accumulate 474 467
14 Marico Accumulate 387 387
15 Nestle India Accumulate 11,129 10,786
16 Pidilite Industries Accumulate 1,121 1,103
17 Titan Company BUY 1,115 944
18 Voltas Accumulate 658 542
PL’s Recommendation Nomenclature (Absolute Performance)
Buy o >15%
Accumulate . 5% to 15%
Hold . +5% to -5%
Reduce . -b%to -15%
Sell 1 <-15%
Not Rated (NR) No specific call on the stock
Under Review (UR) Rating likely to change shortly
January 22, 2019 6
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ANALYST CERTIFICATION
(Indian Clients)

Wel/l, Mr. Amnish Aggarwal- MBA, CFA, Ms. Nishita Doshi- CA, B.Com 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 in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
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, Ms. Nishita Doshi- CA, B.Com 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 o 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 or act 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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