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Q1lFY25Result Update

Changein Estimates | M Target | B Reco

Change in Estim ates

Current Previous
FY25E FY26 E FY25E FY26E
Rating REDUCE REDUCE
Target Price 284 266
Sales (Rs.m) 77,228 83,587 81,204 87,895
% Chng. (4.9 (4.9)
EBITDA (Rs. m) 10,973 11,997 11,538 12,396
% Chng. (4.9) (3.2)
EPS (Rs.) 9.3 10.0 9.7 10.2
% Chng. 4.2) (2.6)
Key Financials - Standalone
Y/e Mar FY23 FY24 FY25E FY26E
Sales (Rs. m) 70,810 73,933 77,228 83,587
EBITDA (Rs. m) 8,098 10,229 10,973 11,997
Margin (%) 11.4 13.8 14.2 14.4
PAT (Rs. m) 5,023 6,850 7,506 8,066
EPS (Rs.) 9.3 8.5 9.3 10.0
Gr. (%) 259  (9.1) 9.6 7.5
DPS (Rs.) 1.0 2.7 3.8 3.0
Yield (%) 0.3 0.9 1.2 1.0
RoE (%) 11.4 13.4 12.8 12.8
RoCE (%) 14.7 16.4 15.0 15.2
EV/Sales (x) 2.3 3.1 3.0 2.8
EV/EBITDA (x) 19.7 22.8 21.4 19.4
PE (x) 33.0 36.3 33.1 30.8
P/BV (x) 3.6 4.4 4.1 3.8
Key Data KANE.BO | KNPL IN

52-W High / Low
Sensex / Nifty
Market Cap

Rs.356/ Rs.251
81,741 /24,951
Rs.248bn/ $ 2,966m

Shares Outstanding 808m
3M Avg. Daily Value Rs.249.85m
Shareholding Pattern (%)
Promoter’s 74.99
Foreign 5.09
Domestic Institution 10.74
Public & Others 9.19
Promoter Pledge (Rs bn) =
Stock Performance (%)

1M 6M 12M
Absolute 13.7 9.7) (8.0)
Relative 10.0 (20.7) (25.1)
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Kansai Nerolac Paints (KNPL IN)

Rating: REDUCE | CMP: Rs307 | TP: Rs284

Competitive dynamics key to re-rating
Quick Pointers:

" Volume growth ~5%, Rural markets see green shoots, Birla OPUS impact not
visible in the marketdynamics so far

" Price hikes (~1-1.5%) taken in Q2 & anotherone in pipeline

Kansairemains optimistic over near term given 1) Favorable monsoon impact
on demand in festival season 2) positive outlook in non-auto industrials led
by Infra, Railways, Powder coatings etc. 3) growing salience of project
business and 3) Revival of demand from 2W even as PV’s and CV are
expected to maintain steady growth post strong run of past 2 years. Kansai
is making right moves by sustained innovation in decorative, focus on
projects, new products in EV, Premium Appliances, New ancillary products,
Alloy wheels and Railways.

We cut our EPS estimates by 4.3/2.2% for FY25/FY26 given 1) increased
spends on advertising and distribution in changed industry dynamics 2)
limited scope to increase margin as lower margin Industrial paints growing
close to double digits and 3) Limited GM expansion given inflation in key
inputs. We estimate GM toremain flat & 50bps EBITDA margin expansion with
8.5% PAT CAGR over FY24-26.We value the stock at 28xJun’26 EPS (26xFY26
earlier)and assign a target price of Rs284 (Rs266 earlier). While PE multiples
have limited scope of compression, competitive dynamics and success of
Birla Opus will be key factor to determine valuations. Retain Reduce.

Revenues de-grew 1%; Volume growth ~5% Revenues declined by1% YoY to
Rs20.5bn (PLe: Rs21.9bn) Gross margins expanded by 169bps YoY to 37% (Ple:
35.5%) led by cost control, product mix, & procurementefficiencies. EBITDA grew
by 0.2% YoY to Rs3.3bn (PLe: Rs2.2bn); Margins expanded by 19bps YoY to
16.3% (PLe:16.5%) Adjusted PAT grew by 6.3% YoY to Rs2.4bn (PLe:Rs2.5bn).

Concall Highlights: 1) Rural markets see green shoots QoQ but urban continues
to grow ahead of rural 2) Decorative business faced muted demand due to
unprecedented heat wave, labor shortages and elections. 3) Premium portfolio in
decorative contributed well & aided GM expansion 3) Industrial business witnessed
mixed growth with good demand for Automotive coatings while Performance
coatings witnessed subdued demand due to elections, with a pickup from June 4)
Two- wheelers demand has picked up post 3QFY24 whereas passenger vehicle
withessed decentdemand5) Projects business continued to see good traction &is
presentin 78-79 towns as of LQFY25 6) Key inputs are trending upwards, indicating
potential inflation. As a result, ~1/1.5% price hikes have been taken in decorative
business & another one is in pipeline 7) New businesses continue to see good
traction whereas new products contributed >10% of decorative business 8)
Demand is expected to pick up on account of monsoons, infrastructure growth &
new projects 9) EBITDA guidance for FY25 is the same FY24 levels (~14%) 10)
Kansai has exited some lowend segments in decorative paints which has improwed
sales mix.
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Kansai Nerolac Paints

Exhibit 1: Sales de-grew 1% YoY; Gross Margins improve 169bps YoY

Y/e March Q1FY25 Q1FY24 YoY gr.(%) Q4FY24 FY24 FY23 YoY gr.(%)
Total Revenue 20,504 20,712 (2.0) 16,617 73,933 70,810 4.4
Gross Profit 7,586 7,312 3.7 5,775 26,236 21,257 23.4
% of NS 37.0 35.3 1.7 34.8 SHI5 30.0 5.5
Other Expenses 4,242 3,973 6.8 3,983 16,007 13,318 20.2
% of NS 20.7 19.2 15 24.0 21.7 18.8 2.8
EBITDA 3,344 3,339 0.2 1,791 10,229 7,939 28.8
Margins % 16.3 16.1 0.2 10.8 13.8 11.2 2.6
Depreciation 460 428 7.6 458 1,800 1,646 9.3
Interest 34 29 154 32 125 97 28.1
PBT from operations 2,851 2,882 (1.2) 1,302 8,305 6,195 34.0
Other Income 384 164 134.6 320 931 308 202.0
PBT 3,234 3,046 6.2 1,623 9,236 6,504 42.0
Tax 823 777 6.0 417 2,386 1,639 45.6
Tax rate % 2585 25.5 (0.0) 25.7 25.8 25.2 0.6
Adjusted PAT 2,411 2,269 6.3 1,205 6,850 4,864 40.8
Source: Company, PL
Exhibit 2: TiO2 prices down 13% YoY and 1.1% QoQ Exhibit 3: Volumes grow by 5% in 1QFY25
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Source: Company, PL

Exhibit 4: Subsidiaries saw mixed performance across markets

+ Mid Single digit growth

+  Market growth was under stress due
to lack of government expenditure,
liquidity crunch, and untimely
monsoon rains

+ Credit off take was low despite lower
interest rates due to lack of demand

+ Net Sales grew in double digits

+ Continuous efforts are taken on
reducing overheads, and better
fund management

+ Forexloss continued due fo
currency depreciation

Net Sales de-grew

High demand of economy / mid

range products

Highly competitive market

Source: Company, PL
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Exhibit 5: Increase in premium saliency contributed to GM expansion
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Source: Company, PL

Exhibit 6: New products launched in 1Q
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Kansai Nerolac Paints

Financials
Income Statement (Rs m) Balance Sheet Abstract(Rs m)
Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
Net Revenues 70,810 73,933 77,228 83,587 Non-Current Assets
YoY gr. (%) 19.0 4.4 45 8.2
Cost of Goods Sold 49,553 47,697 49,690 53,953 Gross Block 30,992 32,811 35,802 38,512
Gross Profit 21,257 26,236 27,538 29,634 Tangibles 30,480 32,260 35241 37,941
Margin (%) 30.0 35.5 35.7 35.5 Intangibles 512 551 561 571
Employ ee Cost 3,338 4,018 4,363 4,681
Other Expenses 5,793 6,385 6,603 7,021 Acc: Dep / Amortization 12,774 14,035 15,507 17,099
Tangibles 12,349 13,593 15,043 16,616
EBITDA 8,098 10,229 10,973 11,997 Intangibles 425 442 464 483
YoY gr. (%) 22.6 26.3 7.3 9.3
Margin (%) 11.4 13.8 14.2 14.4 Net fixed assets 18,218 18,776 20,294 21,413
Tangibles 18,131 18,667 20,198 21,325
Depreciation and Amortization 1,646 1,800 2,194 2,380 Intangibles 87 109 97 87
EBIT 6,452 8,429 8,778 9,618 Capital Work In Progress 1,126 1,481 1,200 1,200
Margin (%) 9.1 11.4 11.4 11.5 Goodwill 2 - - -
Non-Current Investments 1,715 1,563 1,579 1,596
Net Interest 97 125 155 183 Net Deferred tax assets (1,023) (1,171) (1,229) (1,291)
Other Income 308 931 1,460 1,402 Other Non-Current Assets 4,069 4,647 5,648 6,034
Profit Before Tax 6,663 9,236 10,084 10,837 Current Assets
Margin (%) 9.4 12.5 13.1 13.0 Investments 4,981 13,229 14,429 15,179
Inv entories 16,480 16,160 18,039 19,314
Total Tax 1,639 2,386 2,579 2,771 Trade receivables 11,172 12,153 11,987 12,973
Effective tax rate (%) 24.6 25.8 25.6 25.6 Cash & Bank Balance 947 2,296  (1,374) 725
Other Current Assets 1,923 1,317 2,085 2,257
Profit after tax 5,023 6,850 7,506 8,066 Total Assets 60,751 72,248 74,598 81,442
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 539 808 808 808
Adjusted PAT 5023 6,850 7,506 8,066 Other Equity 45535 55723 59,580 65,221
YoY gr. (%) 25.9 36.4 9.6 7.5 Total Networth 46,074 56,531 60,389 66,029
Margin (%) 7.1 9.3 9.7 9.6
Extra Ord. Income/ (Exp) - 4,979 - - Non-Current Liabilities
Long Term borrowings - - - -
Reported PAT 5023 11,829 7,506 8,066 Provisions 211 206 - -
YoY gr. (%) 29.6 135.5 (36.5) 7.5 Other non current liabilities - - - -
Margin (%) 7.1 16.0 9.7 9.6
Current Liabilities
Other Comprehensive Income 2 (38) - - ST Debt/ Current of LT Debt - - - -
Total Comprehensiv e Income 5,025 11,791 7,506 8,066 Trade pay ables 9,375 10,242 9,441 10,024
Equity Shares Ofs (m) 539 808 808 808 Other current liabilities 3,131 2,903 1,932 2,146
EPS (Rs) 9.3 8.5 9.3 10.0 Total Equity & Liabilities 60,751 72,248 74,598 81,442
Source: Conpany Data, PL Research Source: Conmpany Data, PL Research
July 31,2024 4
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
PBT 6,504 9,236 10,084 10,837 Per Share(Rs)
Add. Depreciation 1,646 1,800 2,194 2,380 EPS 9.3 8.5 9.3 10.0
Add. Interest 97 125 155 183 CEPS 12.4 10.7 12.0 12.9
Less Financial Other Income 308 931 1,460 1,402 BVPS 85.5 69.9 74.7 81.7
Add. Other (113) 4,730 (753) 3 FCF 2.7 2.5 0.2 5.8
Op. profit before WC changes 8,134 15,890 11,680 13,402 DPS 1.0 2.7 3.8 3.0
Net Changes-WC (3,374) (8,800) (5,538) (2,426) Return Ratio (%)
Direct tax (1,639)  (2,386)  (2,579)  (2,771) ROCE 14.7 16.4 15.0 15.2
Net cash from Op. activities 3,121 4,705 3,564 8,205 ROIC 12.8 17.5 14.4 15.1
Capital expenditures (1,644) (2,710) (3,432) (3,498) RoE 11.4 13.4 12.8 12.8
Interest / Dividend Income - - - Balance Sheet
Others (640) 185 - Net Debt : Equity (x) (0.1) 0.3) 0.2) 0.2
Net Cash from Invt. activities (2,284)  (2,525) (3,432)  (3,498) Net Working Capital (Day's) 94 89 97 97
Issue of share cap. / premium 38 849 (617) Valuation(x)
Debt changes - - - PER 33.0 36.3 33.1 30.8
Dividend paid (539)  (2,183)  (3,031)  (2,425) P/B 3.6 4.4 4.1 3.8
Interest paid 97) (125) (155) (183) P/ICEPS 12.5 10.8 12.1 13.0
Others - - - EV/EBITDA 19.7 22.8 21.4 19.4
Net cash from Fin. activities (599)  (1,458)  (3,803)  (2,608) EV/Sales 23 3.1 3.0 2.8
Net changein cash 238 721 (3,671) 2,100 Dividend Yield (%) 0.3 0.9 1.2 1.0
Free Cash Flow 1,477 1,995 132 4,707 Source: Conmpany Data, PL Research
Source: Conpany Data, PL Research
QuarterlyFinancials (Rs m) Key Operating Metrics
Y/e Mar Q2FY24 Q3FY24  Q4FY24 Q1FY25 Yie Mar FY23 Fy24 EY25E EY26E
Net Revenue 18,456 18,149 16,617 20,504 Volume Gr % 10.0 7.0 8.0 10.0
Yoy gr. (%) L7 57 35 (2.0 Gross Margins % 30.0 355 35.7 35.5
Raw Material Expenses 11,873 11,583 10,842 12,918 Source: Conpany Data, PL Research
Gross Profit 6,583 6,566 5,775 7,586
Margin (%) 35.7 36.2 34.8 37.0
EBITDA 2,699 2,399 1,791 3,344
YoY gr. (%) 36.8 27.3 17.5 0.2
Margin (%) 14.6 13.2 10.8 16.3
Depreciation / Depletion 452 462 458 460
EBIT 2,247 1,937 1,334 2,884
Margin (%) 12.2 10.7 8.0 14.1
Net Interest 32 32 32 34
Other Income 224 224 320 384
Profit before Tax 2,439 2,129 1,623 3,234
Margin (%) 13.2 11.7 9.8 15.8
Total Tax 640 552 417 823
Effective tax rate (%) 26.2 26.0 25.7 25.5
Profit after Tax 1,799 1,576 1,205 2,411
Minority interest - - -
Share Profit from Associates - - -
Adjusted PAT 1,799 1,576 1,205 2,411
YoY gr. (%) 53.4 40.4 28.2 6.3
Margin (%) 9.7 8.7 7.3 11.8
Extra Ord. Income/ (Exp) - - (190)
Reported PAT 1,799 1,576 1,015 2,411
YoY gr. (%) 53.4 40.4 8.0 (67.6)
Margin (%) 9.7 8.7 6.1 11.8
Other Comprehensiv e Income - 1 (40) (5)
Total Comprehensive Income 1,799 1,577 976 2,406
Avg. Shares O/s (m) 808 539 539 808
EPS (Rs) 2.2 2.9 2.2 3.0
Source: Conpany Data, PL Research
July 31, 2024 5
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Price Chart Recommendation History

i) No.  Date Rating TP(Rs) Share Price (Rs)
g0 1 09-Jul-24  Reduce 266 267
308 2 07-May-24 Reduce 273 284

3 09-Apr-24  Reduce 288 281
S 4 23-Feb-24  Reduce 288 309
203 5 06-Feb-24  Hold 341 334
6 08-Jan-24  Accumulate 346 337
2 e e s ps s i 7 10-Dec-23  Accumulate 370 330
; ; ; ;‘ ; ; ; 8 03-Nov-23  Accumulate 351 306
: : : ) 9 07-Oct-23  Accumulate 351 324
10 04-Aug-23  Accumulate 351 327
Analyst Coverage Universe
Sr.No. Company Name Rating LGS Share Price (Rs)
1 Asian Paints Reduce 2,605 2,974
2 Avenue Supermarts Accumulate 5,104 5,027
3 Britannia Industries Hold 5,315 5,547
4 Colgate Palmolive Reduce 2,743 3,210
5 Dabur India UR - 606
6 Emami UR - 725
7 Hindustan Unilever Hold 2,698 2,766
8 ITC Accumulate 491 434
9 Jubilant FoodWorks UR - 570
10 Kansai Nerolac Paints Reduce 266 267
11 Marico Accumulate 621 615
12 Metro Brands Hold 1,190 1,218
13 Mold-tek Packaging Accumulate 843 796
14 Nestle India Accumulate 2,746 2,481
15 Pidilite Industries Accumulate 3,141 3,100
16 Restaurant Brands Asia Accumulate 134 110
17 Titan Company Accumulate 3,645 3,269
18 Westlife Foodw orld Hold 791 833
PL’'s Recommendation Nomenclature (Absolute Performance)
Buy : >15%
Accumulate : 5% to 15%
Hold : +5%to -5%
Reduce : -5%to -15%
Sell 1 <-15%
Not Rated (NR) . No specificcall on the stock
Under Review (UR) . Ratinglikely to change shortly
July 31, 2024 6
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Amnish Aggarwal- MBA, CFA, Ms. Hasti Savla- CA, Mr. Vishwa Solanki- PGDM - Finance Research Analysts, authors and the names subscribed to this report, hereby certify
that all of the views expressedin 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 analy sts, with respectto each issuer and its securities covered by themin this research report, certify that: All of the views expressed in this researchreport 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 researchreport.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred toas “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,
inv estmentbanking, financial sewvices (marginfunding) 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 therecipientonly asinfomationand is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. Itshould 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 notindependently 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
av ailable or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessaiily a guide to future performance and value of investments can go down as well. The suitabity or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of douht, advice should be soughtfrom an independent expert/advisor.

Either PL or its affiliates or its directors orits 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 refered to in this report and they may have used the research material prior to publication.

PL may fromtime 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 INH000000271.

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 interestin the subject company.

PL orits research analysts or its associates or his relatives do not have actual/beneficial ownership of one per centor 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 corflict of interest at thetime 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 twele months or mandated by the subject company for any
other assignment in the pasttwelve months.

PL or its associates might have received any compensation forinvestment banking or merchant banking or brokerage serwvices 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 researchreport. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection withthe preparation of the research report. PL or its Research Analysts donot have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Amnish Aggarwal- MBA, CFA, Ms. Hasti Savla- CA, 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 notbased on any specific merchant banking, investmentbanking or brokerage servicetransactions.

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 re commendations or views expressed in this report.

The research analysts for this report has notservedas an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subjectcompany

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies toour 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 secuiities and earn brokerage or other compensationor act as a market maker in the financia instruments of the subject company or actas an
adv isor or lender/borrower to the subject company or may have any other potential conflict of interests with respectto 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 reportis/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 andtradingsecurities held by a research analystaccount.

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. Secuiities 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 reportis not a Major
Institutional Investor as specified above, thenit should not act upon this report and retum the same to the sender. Further, this report may not be copied, duplicated and/ortransmited
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 agreementwith 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 Poloor another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, SadhanaHouse, 570, P. B. Marg, Worli, Mumbai-400 018, India| Tel: (91 22) 6632 2222 Fax: (9122) 66322209
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