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Potential transactions announced, likely to enable the sale
of decorative paints business

Target: ¥ 3,440
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Key Data
What changed Bloomberg code: AKZO IN
Akzo Nobel NV, the parent company of Akzo Nobel India, has requested the Indian arm to Target price () 3,440
consider, evaluate and thereafter, start taking exploratory steps towards: CMP (%) 3,420
Potential transaction #1: a potential sale of the Company’s Powder Coatings business and its Upside/ (Downside) 0.6
International Research Centre (R&D operations) to a separate indirect wholly owned subsidiary Rating: Sell
of the parent
. . . . . . i Shares outstanding (mn): 46
Potential transaction #2: potential acquisition of Decorative Paints Intellectual Property/ies
(owned by the parent) by Akzo Nobel India. Mcap (X bn): 155
52-week H/L (Rs): 4,674/ 2,267

Our view

On Potential transaction #2: In October 2024, the parent company announced a strategic review
of the decorative paints business in India, to explore various strategic options ranging from
partnerships or joint ventures through to mergers or divestments. For any third-party which may
be interested to buy the business, an important aspect would be access to the IP related to it.
Hence, the potential transaction #2 announced now, seems to be a precursor to the divestment 12 months 31.8
of the decorative paints business of Akzo Nobel India.

Price Performance (%)
1 month (6.9)
3 months (10.0)

Shareholding Pattern (%)
Mar'24 Jun'24 Sep'24

On Potential transaction #1: Akzo Nobel India’s revenue is split 65:35 between decorative paints
and industrial coatings. Within the 35% pie of industrial coatings, the company has presence in

automotive & specialty coatings, coil & packaging coatings, powder coatings, marine and Promoter 74.8 74.8 74.8
protective coatings. Of this, the company has stronger presence in automotive, marine and Flls 3.4 3.6 3.8
protective coatings. On the other hand, it was in the process of building its position in powder Dlls 8.4 83 8.0
coatings, which was not as strong, owing to lower presence in the mass segment. Public/other 13.4 133 13.4

Pledge - - -
We await more clarity from the management regarding the details of these transactions. Sources: BSE

However, we believe that the potential transaction #1 could largely be an enabler for the
Indian arm to fund the potential transaction #2. This in turn would act as a foundation for the
sale of the Indian decorative business piece.

AKZO performance vs. BSE 500
220.0

Valuation and view

We have not made any changes to our estimates or valuation at this stage as we await more 180.0
clarity.

We have been negative on the share due to lack of clarity over how the business would shape 140.0
up in the coming times, in view of its portfolio review process. We also think there are 100.0

concerns of possible product mix deterioration going ahead.

60.0

Retaining our valuation multiple at 33.0x and Sep-26E EPS of Rs 104.3, we arrive at a price g, ) S g, g, g 0
target of Rs 3,440 (unchanged). This is at par with the CMP. However, we retain our ‘Sell’ g (2’3 = § % 2 g

Y 3 Iy
rating on the shares of Akzo Nobel India and will review our estimates and rating post the = =

= AKZO = BSE 500
Q3FY25E results.
Sources: NSE, BSE
YE March, Rs mn FY23 FY24 FY25E FY26E FY27E
Revenue 38,021 39,616 42,035 46,440 50,155
Growth (%) 20.8 4.2 6.1 10.5 8.0
EBITDA 5,251 6,320 6,369 6,951 7,507
EBITDA (%) 13.8 16.0 15.2 15.0 15.0
Adj. PAT 3,351 4,266 4,209 4,551 4,967
Adj. EPS 73.6 93.7 92.4 100.0 109.1 Analyst
Adj. EPS Growth (%) 16.1 27.3 -1.3 8.1 9.1
Mrunmayee Jogalekar, CFA

ROE (%) 26.0 32.2 31.8 33.1 33.2
ROCE (%) 30.7 37.2 36.8 38.7 38.9 M: +91-22-2858 3741
P/E (x) 56.8 44.6 45.2 41.8 38.3 E: mrunmayee.jogalekar@acm.co.in

Sources: Company, ACMIIL Research
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Explanation of Investment Rating
Investment Rating Expected return (over 12-month)
BUY >=15%
SELL <-10%
HOLD >-10% to 15%
Institutional Research Desk: Information pertaining to Asit C. Mehta Investment Interrmediates Limited (ACMIIL):

ACMIIL is a SEBI registered Stock Broker, Portfolio Manager, Research Analyst and Depository Participant. It is also a AMFI
Email: instresearch@acm.co.in registered Mutual Fund Distributor. Its associate/group companies are Asit C. Mehta Advisors Limited, Asit C. Mehta

Financial Services Limited, and Edgytal Fintech Investment Services Private Limited (all providing services other than stock
Research Analyst Registration Number:  broking, merchant banking and portfolio management services.).

INH000016940 "
Disclosures
ACMIIL/its associates and its Research analysts have no financial interest in the companies covered on the report. ACMIIL/its
CIN: U65990MH1993PLC075388 associates and Research analysts did not have actual/beneficial ownership of one per cent or more in the companies being
covered at the end of month immediately preceding the date of publication of the research report. ACMIIL/its associates or
Research analysts have no material conflict of interest, have not received any compensation/benefits for any reason
Download Investmentz app: (including investment banking/ merchant banking or brokerage services) from either the companies concerned/third parties
GETITON with respect to the companies covered in the past 12 months. ACMIIL/its associates and the Research analyst covering the
P G°°g|e Play companies mentioned herein do not have any material conflict of interest as regards the said company. ACMIIL/its associates
and research analysts have neither managed or co-managed any public offering of securities of the companies covered nor
engaged in market making activity for the companies being covered. Further, the companies covered neither are/nor were a
client during the 12 months preceding the date of the research report. Further, the Research analyst/s covering the
Follow us on: companies covered herein have neither served as an officer/director or employee of the companies being covered nor have
ﬁcma@ they received any compensation from the companies being covered during the 12 months preceding the date of the research
report.
- Disclaimer:
E E This report is based on information that we consider reliable, but we do not represent that it is accurate or complete and it
L]

should not be relied upon such. ACMIIL or any of its affiliates or employees shall not be in any way responsible for any loss
or damage that may arise to any person from any inadvertent error in the information contained in the report. To enhance
transparency we have incorporated a Disclosure of Interest Statement in this document. This should however not be treated
as endorsement of the views expressed in the report.

E You are also requested to refer to the disclaimer (which is deemed to be part and parcel and is applicable to this research
report as well) : http://www.investmentz.com/disclaimer
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