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Key changes in this note

» Lower the target price to Rs505 from Rs540.
» Lower FY26F/27F EPS by 1.9%/2.5%.
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Berger Paints India Limited
Healthy delivery despite a weak environment

= Consolidated/standalone sales in 3Q grew by 3.2%/flat yoy. Volume grew by
7.4% yoy led by categories like putty, tile adhesives and texture coatings.

m Margin pressure is expected to sustain owing to elevated rebating/promotional
intensity stemming from heightened competition and weak overall demand.

m Berger Paints India has delivered a competitive performance, compared to its
peers, in an otherwise weak environment. Retain HOLD with a TP of Rs505.

Healthy delivery on volume growth despite weak demand conditions
Consol. net sales of Berger Paints India (Berger) were up 3.2% yoy at Rs29.8bn in
3QFY25, 1% above our estimate. Standalone sales at Rs25.8bn were flat yoy. Volume
growth stood at 7.4%, implying a volume/value gap of 7%. Volume growth in 9MFY25 stood
at 7.7%, ahead of peers, which was delivered by higher sales of categories like putty and
relatively new categories for Berger like tile adhesives and texture coatings. Paint majors
have been reeling from a weak demand environment as well as heightened competition
due to rapid network expansion by a new entrant, with players like Asian Paints declining
7.5% yoy & Kansai Nerolac Paints remaining flat yoy. Players like Akzo Nobel (Not Rated)
& Indigo Paints (Not Rated) grew/declined by 1.7%/3.2% yoy, respectively. Berger has
posted better growth led by better growth in the eastern region (which was weak in 2Q)
and the focus on urban expansion. Premium & mass economy categories continued to fare
better. The waterproofing category saw healthy growth in volume as well as value terms.

Scale-up of projects business and distribution expansion in focus
Berger has set up a team for urban markets (where the company was weak earlier) like
Bengaluru, Mumbai, Pune, Hyderabad, etc. where the potential is high (c.Rs150bn, as per
management). Growth is faster in these markets due to a low base and dealer addition.
Channel inventory level in most counters has come down. When the consumer sentiment
improves, the channel inventory for Berger will also improve, as per management. Berger
is focusing on improving its urban market share (c.10% currently; 20% on a pan-India
basis) and is seeing higher growth in these markets currently. Management clarified that
Berger is not vying for a stake in Akzo Nobel India at the current juncture.

Margin pressure expected to sustain; retain HOLD rating

While Berger has been the only player to post gross margin expansion among the paint
pack for the quarter, the EBITDA margin pressure is expected to sustain owing to
heightened competition from Birla Opus (which has garnered c¢.3.5% market share as of
9MFY25-end, as per management), weak overall demand and heightened rebating
intensity. Berger has been delivering better performance than its peers over the last few
quarters and should be able to continue outperforming the pack in the near term. We retain
our HOLD rating on Berger with a lower target price of Rs505 or 45x Sep 2026F EPS, from
Rs540 earlier. Downside/upside risks: Lower-than-expected sales/EPS growth and vice
versa.

Financial Summary Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Revenue (Rsm) 105,678 111,989 117,571 125,228 135,922
Operating EBITDA (Rsm) 14,872 18,613 19,015 19,979 21,036
Net Profit (Rsm) 8,594 11,678 11,956 12,690 13,408
Core EPS (Rs) 7.4 10.0 10.3 10.9 11.5
Core EPS Growth 3.3% 35.9% 2.4% 6.1% 5.7%
FD Core P/E (x) 64.56 4751 46.40 43.72 41.38
DPS (Rs) 2.9 35 3.6 3.8 4.0
Dividend Yield 0.70% 0.86% 0.87% 0.93% 0.97%
EV/EBITDA (x) 37.91 29.93 29.15 27.56 26.06
P/FCFE (x) 231.33 121.70 77.96 65.91 74.43
Net Gearing 19.7% 4.0% (0.9%) (6.1%) (8.7%)
P/BV (x) 12.29 10.31 9.08 8.06 7.20
ROE 20.3% 23.6% 20.8% 19.5% 18.4%
% Change In Core EPS Estimates 0.95% (2.07%) (2.25%)

InCred Research/Consensus EPS (x)
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Healthy delivery despite a weak environment

Figure 1: Quarterly results summary - consolidated
Y/E Mar (Rs. m) 3QFY24 2QFY25 3QFY25 YoY (%) QoQ (%) 9MFY24 9MFY25 YoY (%)
Revenue 28,818 27,746 29,751 3.2 7.2 86,786 88,407 1.9
Expenditure 24,018 23,404 25,033 4.2 7.0 71,682 74,124 3.4
Consumption of RM 16,981 16,175 17,369 2.3 7.4 51,506 52,129 1.2
as % of sales 58.9 58.3 58.4 59.3 59.0
Employee costs 1,815 2,211 1,998 10.1 -9.6 5,386 6,132 13.8
as % of sales 6.3 8.0 6.7 6.2 6.9
Other expenditure 5,222 5,018 5,666 8.5 12,9 14,790 15,863 7.3
as % of sales 18.1 18.1 19.0 17.0 17.9
EBITDA 4,800 4,342 4,717 -1.7 8.6 15,104 14,283 -5.4
Depreciation 829 890 888 7.1 -0.2 2,440 2,650 8.6
EBIT 3,971 3,452 3,829 -3.6 109 12,665 11,633 -8.1
Other income 189 211 202 6.9 -4.1 478 777 62.5
Interest 196 170 160 -18.5 -6.0 604 482 -20.3
PBT 3,965 3,493 3,872 -2.3 10.8 12,538 11,928 -4.9
Total tax 977 883 984 0.8 115 3,156 2,986 5.4
Adjusted PAT 2,988 2,610 2,887 -3.4 10.6 9,382 8,942 -4.7
(Profit)/loss from JVs/Ass/MI -9 -86 -64 - - -74 -242 -
APAT after minority interest (M) 2,997 2,697 2,951 -1.5 9.4 9,456 9,184 -2.9
Extraordinary items 0 0 0 - - 0 0 -
Reported PAT 2,997 2,697 2,951 -1.5 9.4 9,456 9,184 -2.9
Adjusted EPS 2.6 2.3 2.5 -1.5 9.4 8.1 7.9 -2.9
Margins (%) 3QFY24 2QFY25 3QFY25 (bp) (bp) 9MFY24 9MFY25 (bp)
Gross margin 41.1 41.7 41.6 50 -10 40.7 41.0 40
EBITDA 16.7 15.6 15.9 -80 20 17.4 16.2 -120
EBIT 13.8 12.4 12.9 -90 40 14.6 13.2 -140
EBT 13.8 12.6 13.0 -70 40 14.4 135 -100
PAT 10.4 9.7 9.9 -50 20 10.9 10.4 -50
Effective tax rate 24.6 25.3 25.4 80 20 25.2 25.0 -10
Figure 2: Our revised earnings estimates
FY25F FY26F FY27F
Y/E Mar (Rs. m) Earlier Revised % Change Earlier Revised % Change Earlier Revised % Change
Net Sales 1,17,571 1,17,571 0.0 1,28,313 1,25,228 -2.4 1,41,026 1,35,922 -3.6
EBITDA 18,912 19,015 0.5 20,251 19,979 -1.3 21,343 21,036 -1.4
EBITDA Margin (%) 16.1 16.2 10bp 15.8 16.0 20bp 15.1 15.5 30bp
APAT 11,844 11,956 0.9 12,958 12,690 -2.1 13,717 13,408 -2.3
EPS 10.2 10.3 0.5 11.1 10.9 -1.9 11.8 115 -2.5

Figure 3: Berger Paints’ one-year forward P/E trades at -1SD level
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Profit & Loss
(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Total Net Revenues 105,678 111,989 117,571 125,228 135,922
Gross Profit 38,373 45,529 47,790 50,064 53,566
Operating EBITDA 14,872 18,613 19,015 19,979 21,036
Depreciation And Amortisation (2,640) (3,309) (3,521) (3,712) (3,890)
Operating EBIT 12,232 15,304 15,495 16,267 17,146
Financial Income/(Expense) 477) (146) 60 142 139
Pretax Income/(Loss) from Assoc. (132) 410 240 200 250
Non-Operating Income/(Expense)
Profit Before Tax (pre-El) 11,623 15,569 15,795 16,609 17,534
Exceptional Items
Pre-tax Profit 11,623 15,569 15,795 16,609 17,534
Taxation (3,019) (3,870) (3,838) (3,918) (4,126)
Exceptional Income - post-tax
Profit After Tax 8,604 11,699 11,956 12,690 13,408
Minority Interests (10) (21)
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 8,594 11,678 11,956 12,690 13,408
Recurring Net Profit 8,594 11,678 11,956 12,690 13,408
Fully Diluted Recurring Net Profit 8,594 11,678 11,956 12,690 13,408
Cash Flow
(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
EBITDA 14,872 18,613 19,015 19,979 21,036
Cash Flow from Invt. & Assoc.
Change In Working Capital (2,172) 793 (5,620) (5,285) (7,095)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense
Other Operating Cashflow
Net Interest (Paid)/Received (992) (783) (653) (632) (702)
Tax Paid (3,019) (3,870) (3,838) (3,918) (4,126)
Cashflow From Operations 8,688 14,754 8,904 10,144 9,113
Capex (9,072) (5,532) (2,500) (2,500) (2,500)
Disposals Of FAs/subsidiaries
Acg. Of Subsidiaries/investments
Other Investing Cashflow 1,028 (308) 713 774 841
Cash Flow From Investing (8,044) (5,840) (1,787) (1,726) (1,659)
Debt Raised/(repaid) 1,754 (4,355)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (3,892) (4,769) (4,846) (5,153) (5,383)
Preferred Dividends
Other Financing Cashflow 881 2,518 434 394 444
Cash Flow From Financing (1,256) (6,605) (4,411) (4,759) (4,938)
Total Cash Generated (613) 2,309 2,705 3,659 2,515
Free Cashflow To Equity 2,398 4,559 7,117 8,418 7,454
Free Cashflow To Firm 1,636 9,696 7,769 9,050 8,156
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Balance Sheet

(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Total Cash And Equivalents 2,977 5,366 8,071 11,730 14,245
Total Debtors 12,431 13,020 14,316 18,052 21,555
Inventories 23,191 21,797 26,740 28,437 33,558
Total Other Current Assets 5,302 4,277 4,277 4,277 4277
Total Current Assets 43,901 44,460 53,404 62,496 73,636
Fixed Assets 31,601 33,824 32,803 31,591 30,201
Total Investments 1,302 1,917 1,917 1,917 1,917
Intangible Assets 2,817 3,047 3,047 3,047 3,047
Total Other Non-Current Assets 41 431 319 402 472
Total Non-current Assets 35,760 39,218 38,086 36,957 35,637
Short-term Debt 8,466 3,050 3,050 3,050 3,050
Current Portion of Long-Term Debt
Total Creditors 21,409 20,809 21,316 21,547 23,147
Other Current Liabilities
Total Current Liabilities 29,875 23,859 24,366 24,597 26,197
Total Long-term Debt 3,424 4,485 4,485 4,485 4,485
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities
Total Non-current Liabilities 3,424 4,485 4,485 4,485 4,485
Total Provisions 1,343 1,444 1,444 1,444 1,444
Total Liabilities 34,642 29,788 30,295 30,526 32,126
Shareholders Equity 45,135 53,790 61,095 68,826 77,046
Minority Interests 81 102 102 102 102
Total Equity 45,217 53,892 61,197 68,928 77,148
Key Ratios

Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Revenue Growth 20.6% 6.0% 5.0% 6.5% 8.5%
Operating EBITDA Growth 11.7% 25.2% 2.2% 5.1% 5.3%
Operating EBITDA Margin 14.1% 16.6% 16.2% 16.0% 15.5%
Net Cash Per Share (Rs) (7.65) (1.86) 0.46 3.60 5.76
BVPS (Rs) 38.72 46.14 52.41 59.04 66.09
Gross Interest Cover 12.33 19.56 23.74 25.73 24.42
Effective Tax Rate 26.0% 24.9% 24.3% 23.6% 23.5%
Net Dividend Payout Ratio 45.3% 40.8% 40.5% 40.6% 40.1%
Accounts Receivables Days 39.66 41.48 42.43 47.17 53.18
Inventory Days 125.68 123.54 126.94 133.97 137.38
Accounts Payables Days 116.63 115.93 110.17 104.07 99.04
ROIC (%) 22.7% 27.5% 25.7% 25.3% 24.5%
ROCE (%) 23.0% 26.0% 23.9% 22.5% 21.4%
Return On Average Assets 12.0% 14.5% 13.6% 13.1% 12.7%
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




