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We believe that Grasim has all the ingredients needed to capture
reasonable market share in the paints industry; however, the
upshot is contingent on the right strategy and consistent
execution. No entry barrier, by itself, is insurmountable (not
even tinting machines, discussed at length in this report);
however a host of them reinforce each other. Traversing all
barriers simultaneously could reverse this effect into a virtuous
cycle of growth. New entrants including MNCs have not
succeeded due to an unsuitable product portfolio, rigid corporate
policies, weak sales, and lack of investment in branding &
distribution. If Grasim were to succeed, sales growth as well as
margins of incumbents would be at risk. Asian Paints could be
relatively less impacted. We maintain our negative view on the
sector.

Tinting machines as an entry barrier: Although tinting machines are
indeed an entry barrier for new entrants in the paint industry, their
importance is overstated. Our checks reveal that dealers are able to
deliver shades of one brand using the tinting machine provided by
another brand. Moreover, a hew entrant with strong fiscal muscle could
find ways to ensure tinting-machine penetration via various financial
incentives.

Centralised tinting machines: Although a suboptimal solution from a
cost point of view, we believe a centralised tinting machine could be one
model that would support dealers to act as the sales/order-
taking/order-fulfilling point. There could be some limitations with such a
system (and a more detailed study would be required with regard to its
viability), but we have highlighted certain favourable aspects of such a
model in our note. In case a new entrant is not able to penetrate the
tinting-machine barrier, there could be a case for such a model, which
could enable entry into the market, albeit at a higher cost.
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Why new entrants have not been successful thus far: The paint
industry has multiple barriers, such as the need to build a strong brand,
penetration into the dealer network, connect with painters, and creating
perceived product differentiation. Each barrier on its own is not
insurmountable, but barriers in chorus reinforce each other and are
difficult to traverse. Moreover, new entrants have been unable to break
these barriers, due to factors like (1) product portfolio not being suited
for Indian markets (preponderance of premium paints with portfolio
gaps in the mid/mass-end; (2) restrictive policies of MNCs; (3) the
sales-force lacking adequate drive/motivation; (4) lack of scale, ability
or willingness to spend.

Playbook for Grasim: As entry barriers collectively reinforce each
other, the only solution seems to be to address them all at once. This
requires ability & willingness to spend, a strong brand, some connect
with dealers/painters and management talent — all characteristics that
Grasim either already has or has the wherewithal to acquire. Grasim can
hence succeed where others have failed, but whether it does will
depend on its strategy being precise and its execution being consistent
& exceptional. We believe that giving a simultaneous push to branding,
perceived product differentiation, and expanding the dealer network and
painter connect (the latter two mainly involve higher financial rewards)
could work, leading to the entry barriers (that usually work against new
entrants) reversing and setting off a virtuous growth cycle, once a
certain momentum has been achieved.

Impact on incumbents: Impact on incumbents could be two-fold, if
Grasim gets traction in the market: (1) As Grasim will need to offer
better terms to dealers and painters in order to succeed, incumbents
may have to follow suit, resulting in margin erosion; (2) market share
gain by Grasim would hurt the topline of incumbents. We believe that
Berger/Kansai could see higher impact, given the stronger brand and
dealer network of Asian Paints.
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Our conversations with various market participants suggest a belief
among them that tinting machines are the main barrier for a new
entrant in the paint market. Against this backdrop, we elected to do an
in-depth study of tinting machines.

Tinting machines — A historical perspective

Several years ago, paints used to be supplied to dealers in cans. If there
were, say, 100 shades, the dealer had to carry inventory of all 100, or
at least a large majority of the fast-moving ones. If he ran out of a
particular shade, he had to obtain it from the company, thus leading to
delays; alternatively, he would attempt to replicate it himself by mixing
certain shades in a process called “staining”.

Tinting machines were introduced to address this inconvenience and

simplify the supply chain. With the advent of tinting machines:

e Paint companies did not have to manufacture a multitude of shades
- they could manufacture a few base shades and a few colorants,
and the dealer could produce thousands of shades with the help of
the tinting machine. This helped paint companies attain lower SKU
complexity as well as maintain lower inventory.

¢ The number of shades available to the customer increased
dramatically.

e Dealer inventory reduced, resulting in better return on capital.
e Differences in shades from batch to batch in the staining process

were done away with, given lower room for human error in shade
matching via the tinting machine.

Companies gradually built up the tinting machine infrastructure and, in
FY20, the top-4 paint companies had a total of ~90k tinting machines
installed with dealers.
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Figure 1: Distribution of tinting machines across major paint players, as of FY20
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Tinting machines — Are they really as strong an entry
barrier as perceived?

As there is limited physical space at a paint dealership (i.e. shop), it
may not be possible to keep tinting machines of all companies. Also, as
each tinting-machine setup costs Rs150k-200k, it would not make
economic sense to purchase a tinting machine of a particular company if
the sales generated from it do not surpass a certain threshold. If a
dealer does not have a tinting machine of a particular paint company,
he would sell only the ready-shades available in cans and dealers who
do not have a tinting machine are, typically, not able to generate much
sales. For these reasons, the impression among investors and analysts
seems to be that tinting machines are the main entry barrier for any
new paint player.

Departing from the theoretical and academic points of view, we spoke to
~20 dealers and ~15 contractors across India, to understand how
tinting machines are used in practice, and whether they really are as
huge an entry barrier as believed.

percy.panthaki@iiflcap.com 2



lIFL

SECURITIES

Our key takeaway was that almost every dealer mentioned that he
could provide us with any particular shade of any paint company,
irrespective of which company’s tinting machine he has.

e In case of a manual tinting machine, this is quite an easy task for a
dealer (refer the annexure below, on how tinting machines work).

e Achieving this is possible even in the case of automatic tinting
machines. Experienced dealers know exactly what combination of a
company’s colorants will provide a particular shade of another
company; this was confirmed by multiple dealers, and it was evident
that such a practice is not uncommon.

It seems to us that the tinting machine itself is not a big barrier to
entry. However, if a painter wants to buy a shade of a particular brand,
he tends to go to the dealer who deals with that particular brand.

Centralised tinting machine model — Will it work?

In case dealers are unwilling to keep a tinting machine for a new
entrant, we examine if there is any other way to operate. We spoke to
dealers and contractors about a centralised tinting model. Our
suggested centralised tinting system could entail the following:

e Tinting machines would be located centrally, serving a radius of,
say, 7-10km. In a large city such as Mumbai this may involve 5-7
locations, but in a tier-2 city, only 1 location would be required.

e Dealers would act as sales and order-taking points. They will convey
the order to the centralised tinting machine.

e The centralised tinting machine can deliver large orders directly to
the site, and other orders (medium and small) can be delivered to
the dealer.

The dealer can deliver medium orders to the site.

Small orders - typically refills — can be picked up by the painter
from the dealer’s shop, after first calling the dealer and allowing a
few hours for placing the order.

® The logistics of supplying from the centralised tinting machine can
be handled either in-house or via a tie up with one of the many
logistics providers.
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What could be the issues?

® This model is clearly sub-optimal from a cost point of view.
However, the objective for a new entrant could be market share,
even if it means a lower profit margin initially.

® The waiting time could be an issue for painters/contractors/home
owners - It could be a few hours (if the order is placed by, say,
noon, the delivery could happen the same day, or if post noon time,
then the next day). Our interactions with painters/contractors
suggest that over half of them are acceptable of the delay. In any
case, work begins the next day after shade selection and even if it
begins the same day, it takes a day or two for scraping out old
paint, etc at the site.

e However, to the extent that there are some contractors/painters
who may not want to wait, there could be an issue with this
business model.

What are the advantages?

® Inventory at the dealer’s end will be minimal, reducing investment
needed by the dealer and improving Rol.

e Faster rollout for a new entrant, as he will be able to on-board many
more dealers, if they do not have to invest in a tinting machine.

Conclusion

Although apparently the centralised tinting machine model may work,
sure-fire success could only be ascertained if such a model is tested in
the real world, or with much more detailed study. Moreover, while such
a machine is strategically favourable for a new entrant to gain market
share, it does not seem like an optimal solution on a permanent basis;
hence, the new entrant would need to change back to the dealer-based
tinting machine at some point in time. A more detailed study needs to
be undertaken for any final verdict on this model.

Reducing resistance to tinting-machine adoption

If, post a detailed study, a decision is reached that the centralised
tinting machine system is not the way to proceed, the new entrant will
have to convince dealers to keep its tinting machine. As mentioned
earlier, it is possible to use another company’s tinting machine, but this
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is not a long-term solution - in the absence of tinting machines, market
share within that dealer network will remain low.

There can be two reasons why a dealer may be reluctant to keep a
tinting machine.
1. There is no space at his dealership.
2. Financial constraints:
a. A capex of Rs150,000-200,000
b. Uncertainty about the brand being able to generate enough
business, to make a good return on investment on this capex.

A new entrant such as Grasim, with strong fiscal muscle, may decide to
provide a tinting machine free of cost to dealers. The company could
build up a dealer network of, say, 10,000 tinting machines (vs 50,000
for Asian Paints, 20,000 for Berger, and 4,500 for Indigo), if it
announces a limited-time-only scheme, further to which it provides the
tinting machine free of cost. This will entail a cost of Rs2bn no doubt;
but when the company is ready to make a capital investment of Rs50bn,
a mere 4% of this (Rs2bn) to get a decent foothold in the paints market
seems like a good bargain.

percy.panthaki@iiflcap.com
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The story till now: tinting machines are an entry barrier, but their
importance is overblown. There are ways to overcome this barrier by a
large company with strong fiscal muscle.

In reality there are multiple entry barriers in the paints market, and it is
extremely difficult for a new entrant to build momentum because such
barriers reinforce each other - in other words, the whole is greater than
the sum of their parts. However, once a particular velocity is reached,
these factors work synergistically in the opposite direction - i.e. they
reinforce each other to build, rather than hinder, momentum.

We elucidate, in detail, these entry barriers below.

1. Tinting machines /dealer network: Please refer to the
aforementioned text (already discussed at length above).

2. Brand: A brand is built over several years and various factors add to
its strength. For paints, the main feature a brand embodies is the
trust in the quality. As painting is undertaken only once every few
years, any mistake in the painting process is difficult to rectify. A
customer (either the home owner or, indeed, even the painter)
needs the assurance that the paint is of good quality and will not
pose any problems over a few years. There are, of course, other
attributes to the brand, but this is the most important.

If there is a brand in some other product segment which already
exudes trust, and is a household name, then that is certainly an
advantage for entry into paints.

3. Innovation: Innovation is an entry barrier in most cases, not in
terms of R&D capability, but as regards identifying an unmet
consumer need and marketing a product which fulfils that need.
Paint is not a technology-intensive sector, as in the case of mobile
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phones or laptops, in which a company can have numerous
occasions of differentiation, based on product features. When it is
difficult to differentiate your product (or rather when it is difficult to
create a perception of product differentiation), the advantage always
rests with the incumbent, because in a “no innovation” situation, the
new entrant will find it difficult to make a mark.

4. Connect with contractors/painters: In the paint industry, the
contractor/painter is a considerably important influencer of the
purchase decision. Painters are, in turn, influenced by dealers, their
own perception of quality and the financial incentives that they
derive either from paint companies or the dealers. It would take
time for a new entrant to address all these three aspects.

5. Scale: There are several small-scale companies in paints and,
therefore, scale is not an entry barrier, per se. However, a large
scale and strong financial muscle can increase the staying power in
the industry - the ability to operate at a loss for a longer period of
time - and, thereby, help overcome the entry barriers present in
this industry. As mentioned earlier, it may take some time for a new
entrant to counter each of the industry’s entry barriers and, till such
time, these barriers would continue to reinforce each other.

Entry barriers reinforce each other

Each entry barrier is, by itself, not insurmountable. However, a new
entrant, to be successful, needs to address all the barriers all at once.

If a new entrant has somehow established a good dealer network, but
owns an unknown brand, most home owners may not be willing to use
it. This, in turn, will result in poor sales for the dealer. Consequentially,
after a few months, the dealer will become disinterested in pushing the
brand, and will move on to other, potentially better-yielding, hames.

Similarly, if a new entrant owns a considerably well-known brand, has a
bulky kitty for advertising and builds up a fair amount of homeowner
demand, but his dealer network build-out is unsuccessful for any
reason, it will result in loss of sales.
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If a new entrant has built a brand and a good dealer network, but has
short-changed the painter/contractor, the latter will talk the homeowner
out of his decision, stating: “I can’t guarantee good results with this
product”. If this situation persists for a certain period of time, sales will
suffer, dealers will give up, and the company will not have enough funds
to continue with its brand-building exercise; subsequently, the two
strong pillars (brand and dealer network) of the company will, in turn,
weaken because the painters were unhappy with the brand.

In summary, one cannot tackle one entry barrier at a time in the paints

industry - all barriers need to be addressed simultaneously. One may

argue that this is true in any other FMCG segment too; however, it is

more true for paints, because:

e Paints are not as frequently bought as are FMCG products and,
hence, propensity to experiment is lower.

e Versus other products like A/Cs, mobiles and laptops bought once in
a few years, it is difficult to sell paint on product differentiation.

e Dealers are more of a barrier in paints than in FMCG, as, in addition
to being a selling/distribution point, a dealer is an influencer too.

e Other influencers such as painters/contractors are unique to paints
vs other FMCG products.

Why did other players, including paint MNCs not do
well in India?

Paint MNCs such as Jotun and Nippon have been present in India since
2008 and 2006, respectively. Moreover, Sherwin-Williams entered India
in 2007, but sold off its business to Berger in 2013. Incumbents such as
Asian Paints, Berger and Kansai have continued to grow well, despite
the presence of these MNCs.

Our understanding on why MNCs have not been able to scale up well in

India reveals that:

e MNCs’ product portfolio is not suited to India, given preponderance
of premium paints in a market dominated by entry level paints. This
prevents the company from gaining scale.

percy.panthaki@iiflcap.com
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e Restrictive policies of an MNC companies which does not allow them
to be aggressive, nor does it allow for empowerment of people on
the ground to take decisions without red tape.

® The sales force not being motivated/driven enough.

Having said that, Nippon Paint has clocked a sales Cagr of 22% over
FY15-19 which is higher than the average of the top-4 companies at 8%
over the same period. The current size is low and, therefore, this higher
growth rate does not impact incumbents, as of now. However, if it
continues to grow faster than the industry on a larger base, it may
cause problems for incumbents.

Figure 2: Newer entrants have grown at a faster pace vs. the top 4 in recent years
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Source: Company, IIFL Research; *Pertains to FY15-19

High margins, a cause for concern

Ebitda margin for incumbents has increased over the past two years and
is expected at 25% in FY22 vs 17% in FY15 (taking standalone Asian
Paints’ Ebitda margin as a proxy).
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Figure 3: APNT - Standalone Ebitda margin, over FY15-22ii
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At ~25% now, Ebitda margins are at the highest ever. This gives a new
entrant more leeway to spend without incurring losses, when entering a
new market.
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Grasim has all the ingredients for making a meaningful play in paints.
This does not necessarily mean it will see success - it could err on its
strategy or on execution. But with our recommended strategy (detailed
ahead), along with good execution, Grasim has a fairly good chance of
achieving double-digit market share within a decade of launch.

1. Regional vs national rollout: Both options entail pros & cons. A
regional rollout reduces risk, provides more execution focus, and
allows for learnings to be applied in other regions. A national launch,
in contrast, leverages media spends and creates a greater market
buzz. Typically, a regional rollout would be more suitable, but for
Grasim, a national rollout is also appropriate, given that there would
be lower constraint on funds, and on human & other resources. A
hybrid approach - i.e. it first launches in one region and, post a
couple of years, goes national (versus a gradual regional rollout) —
would be ideal, incorporating the best elements of both strategies.

2. Product portfolio suited to Indian realities: The key mistake
made by multinationals (including Akzo Nobel) in India is that their
product portfolio is suited only for the top 20% of the Indian paint
market. Although it is worthwhile to have some products in the
premium segment, nevertheless, equal or greater focus should be
given to the mid & mass-end market, which holds the bulk of the
clientele. A strategy involving an umbrella brand with sub brands
(like Asian Paints) is most appropriate, as it entails benefits of a
single brand synergy as well as being able to segment the market.

3. Be very aggressive in dealer recruitment: Grasim already has
an in with dealers via its white cement and putty products. However,
this should not be a cause for complacency, in terms of recruiting
dealers for paints. While the question on a centralised tinting
machine system remains unanswered, Grasim being able to
convince dealers to keep its tinting machines would be the most
optimal solution. Even if this means that Grasim has to bear the cost
of the tinting machines, it will be well worth the investment.

percy.panthaki@iiflcap.com
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O Keep the “free tinting machine” a limited-period-scheme - this is
likely to generate a better response than a permanent company
policy, and result in faster dealer recruitment.

O Target the weakest company in that micro market - our
conversations with dealers lead us to believe that there is a non
trivial percentage of dealers frustrated with at least one of the
companies they deal with and are willing to give up its
dealership, if another offers a better deal.

4. Innovate...or, rather, maintain such a perception: There is very

limited ‘genuine innovation’ in the paint industry and whatever little
there is, is quite easily mimicked by other players. Therefore, it is
important to create a perceived differentiation. Indigo Paints has
done a good job regarding this, by marketing its paints under
different uses — be it a “bright ceiling paint” or “super gloss enamel”.
These are products all paint companies are able to provide, but
Indigo has marketed these as unique solutions, addressing particular
consumer needs. Grasim too needs to first identify certain unmet
consumer needs and then market related products as innovations.

. Spend more on opex rather than capex: Grasim has announced

a Rs50-billion capex in its paints venture. This is rather excessive,
given that the #2 player, Berger Paints, has a total gross block of
less than half (adjusted for Ind-AS accounting). We believe that this
number should be taken with a pinch of salt. While the company
seems quite willing towards spending considerable capital
expenditure, even more important would be to spend on revenue
expenditure. In our view, the company should spend generously on
the following, in the first few years:

O Media spend, at least equal to Indigo/Kansai’s, from the start
(say, the second year of national launch), without worrying
about ad spend as a percentage of sales.

O Dealer commissions higher than others, with higher commission
rates for higher volumes.

O A painter loyalty programme, where the painter gets back cash
or loyalty points, based on his purchases within a particular
period. The rewards should increase exponentially with volume.
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6. Most importantly - do all this simultaneously: As mentioned
earlier, each entry barrier by itself is not formidable, but combined,
the barriers support and fortify each other. Therefore, it is important
that Grasim simultaneously addresses all issues, with guns blazing
on all fronts - branding, innovation, dealer network and painter
connect. The reason why no new entrants in the paint market have
been able to make it big (including Indigo, from Grasim’s
perspective - although a commendable achievement from Indigo’s
point of view, Grasim should be highly disappointed if it is able to
garner only 2% market share after two decades of operations) is
their inability to simultaneously address these barriers in a large
enough geographical area. This incapability may stem from rigid
corporate policies, out-of-kilter product portfolio or lack of
willingness or ability to commit significant funds upfront for a few
years, without any guarantee of success. Grasim is the first
company that actually has a fighting chance, to make for a large
play in the paints market. Time will tell whether it played its cards
right.

7. Prioritise market share over margins: In the white cement /
putty segment the company has been a little more profit focussed
that it should. In paints it will have to pivot focus towards market
share, even if it means lower margins. The size of the prize in paints
is much larger than putty/white cement and between two scenarios
(1) lower margin for a decade but higher market share at the end of
the decade (2) higher margin now and later but lower market share
at the end of the decade, option 1 will be much more value
accretive. We believe that there is no alternative but to work on low
margins for a decade and build up double digit market share
because all the entry barriers need to be addressed simultaneously,
and each one requires funding.

India - Paints

There could be two ways in which Grasim impacts incumbents

Impact on margins

Any new players in the market will have to give higher incentives to
dealers and painters. If a large company such as Grasim does it across
a large enough number of dealers and painters, incumbents will have to
follow suit. Till now, no new entrant has played this game at a large
enough scale to cause an impact on the incumbents either due to
restrictive MNC policies or inability / unwillingness to spend. Grasim on
the other hand can be the first player to do this. Margins for paint
companies are at all time highs and there is enough leeway for a new
player to bear additional cost.

Impact on top-line

If Grasim’s market share gain could either hurt the top 3-4 players or
the small unorganised ones, or both. If it is the latter, that too is a loss
for the top players because it was always assumed that in the longer
run the top incumbents would gradually take that share. The top 4
players account for ~70-75% of the decorative market by value.

Asian Paints to be relatively less impacted:

We believe that Kansai, Berger and Akzo will be relatively more
impacted than Asian Paints. Asian Paints is by far the market leader
with stronger dealer network and brand. Dealers who have dealerships /
tinting machine of Asian Paints and a second brand would be more likely
to give up the second brand in our view.
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Annexure: What is a tinting machine? How
does it work?

We have attempted to explain the basic mechanism of a tinting
machine, using the example of an Asian Paints machine.

Types: There are 2 types of tinting machines used by paint brands: i)
Manual colour dispensing (MCD) machines, where dealers manually
type-in the quantity of each colorant, to get the desired colour
combination/shade; ii) Automatic colour dispensing (ACD) machines,
where the dealer directly enters only the name of the shade in the
software integrated with the dispensing machine. Our research indicates
that at present, most of the machines used by dealers are automatic in
nature (70:30), with the number of MCDs gradually declining.

Suppliers: Basically, there are two major suppliers of automatic tinting
machines for all Indian paint brands: AGS and Corob.

Tinting process:

e Paint manufacturers provide basic colorants (pigment concentrates),
which are required to be added to the base solvent (white) in order
to generate the desired shade.

e The colorants (in the right proportion) are poured into the bucket
containing the base solvent, either manually (which requires
measuring colour quantity via a scale stating inches or mL) or via an
automatic machine (by entering the exact shade into the software
installed on a desktop terminal). It usually takes 2-3 minutes for
dispensing colorants, depending on the dealer's expertise in
operating MCD machines; the same amount of time is taken for an
automatic machine too

e Once the mixture is ready, the container is placed in the gyro
shaker, which clamps the bucket and shakes the mixture for 1-2
minutes, depending on the capacity (1L to 20L), post which it is
given to the customer.

Figure 4: Automatic Colorworld tinting machine

Source: Company, IIFL Research

Bases and Colorants: Asian Paints provides 22 different types of base
solvents (1 black and the remaining white) and 30-40 different
colorants, which can generate around 2,200-2,400 shades in total. Note
that only 15 different colorants can be poured into the tinting machine
at any given time (as many container slots are available). Typically, the
base (either water-based or oil-based solvent) will be over 19 litres and
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the colorants poured (250-400ml) account for the remaining, which
goes into the mixture.

Figure 5: Asian Paints manual tinting machine with 16 colorant slots

Source: Company, IIFL Research

Cost: The cost of installing the tinting machine is borne by the dealer.
For Asian Paints, the initial billing is Rs180k-220k for a tinting machine,
gyro shaker and a desktop with installed software.

Other points

e Historically, tinting machines were recommended but not made
compulsory by paint companies. However, over the last 1.5-2 years,
Asian Paints has made it compulsory for dealers to set up a
colorworld tinting machine (~50k tinting machines at present). All
big paint dealers typically keep tinting machines of at least two
different brands or even two machines from the same company,
given the demand through the day.

e Sub-dealers, who do not keep a tinting machine due to high costs or

store size constraints, make the needed procurement from a nearby
paint dealer who has a tinting machine; such a dealer sells products

at dealer prices to the sub-dealers. The main dealer still receives
rebates from the company and a sub-dealer makes margins on the
MRP (with discount) for the customer.

It is practically possible (although the contract prohibits dealers from
doing so) to generate colour shades of one brand using another
brand’s tinting machine for both, manual and automatic formats.
(The reason being that the majority of brands use tinting machines
manufactured by one of the two major players — AGS and Corob.
Besides, the basic colorant chemicals used are similar across all
companies.)

Figure 6: Gyro shaker is used to mix the solvent with colorants within 2-5 min

Source: Company, IIFL Research
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India Limited ("NSE") and the BSE Limited ("BSE"). IIL is also a Depository Participant registered with NSDL & CDSL, a SEBI registered merchant banker and a SEBI registered portfolio manager. IIL is a large broking
house catering to retail, HNI and institutional clients. It operates through its branches and authorised persons and sub-brokers spread across the country and the clients are provided online trading through internet
and offline trading through branches and Customer Care.
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This research report (“Report”) is for the personal information of the authorized recipient(s) and is not for public distribution and should not be reproduced or redistributed to any other person or in any form
without IIL’s prior permission. The information provided in the Report is from publicly available data, which we believe, are reliable. While reasonable endeavors have been made to present reliable data in the
Report so far as it relates to current and historical information, but IIL does not guarantee the accuracy or completeness of the data in the Report. Accordingly, IIL or any of its connected persons including its
directors or subsidiaries or associates 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, views and
opinions expressed in this publication.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and
estimates contained in this report reflect a judgment of its original date of publication by IIFL and are subject to change without notice. The price, value of and income from any of the securities or financial
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or
income of such securities or financial instruments.

The Report also includes analysis and views of our research team. The Report is purely for information purposes and does not construe to be investment recommendation/advice or an offer or solicitation of an
offer to buy/sell any securities. The opinions expressed in the Report are our current opinions as of the date of the Report and may be subject to change from time to time without notice. IIL or any persons
connected with it do not accept any liability arising from the use of this document.

Investors should not solely rely on the information contained in this Report and must make investment decisions based on their own investment objectives, judgment, risk profile and financial position. The
recipients of this Report may take professional advice before acting on this information.

IIL has other business segments / divisions with independent research teams separated by 'Chinese walls' catering to different sets of customers having varying objectives, risk profiles, investment horizon, etc
and therefore, may at times have, different and contrary views on stocks, sectors and markets.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to local law, regulation or which would subject IIL and its affiliates to any registration or licensing requirement within such jurisdiction. The securities described
herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this Report may come are required to inform themselves of and to observe such
restrictions.

As IIL along with its associates, are engaged in various financial services business and so might have financial, business or other interests in other entities including the subject company(ies) mentioned in this
Report. However, IIL encourages independence in preparation of research report and strives to minimize conflict in preparation of research report. IIL and its associates did not receive any compensation or other
benefits from the subject company(ies) mentioned in the Report or from a third party in connection with preparation of the Report. Accordingly, IIL and its associates do not have any material conflict of interest
at the time of publication of this Report.

As IIL and its associates are engaged in various financial services business, it might have:-

(a) received any compensation (except in connection with the preparation of this Report) from the subject company in the past twelve months; (b) managed or co-managed public offering of securities for the
subject company in the past twelve months; (c) received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) 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; (e) engaged in market making activity
for the subject company.

IIL and its associates collectively do not own (in their proprietary position) 1% or more of the equity securities of the subject company mentioned in the report as of the last day of the month preceding the
publication of the research report.

The Research Analyst engaged in preparation of this Report or his/her relative:-

(a) does not have any financial interests in the subject company (ies) mentioned in this report; (b) does not own 1% or more of the equity securities of the subject company mentioned in the report as of the last
day of the month preceding the publication of the research report; (c) does not have any other material conflict of interest at the time of publication of the research report.

The Research Analyst engaged in preparation of this Report:-

(a) has not received any compensation from the subject company in the past twelve months; (b) has not managed or co-managed public offering of securities for the subject company in the past twelve months;
(c) has not received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) has not 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; (e) has not received any compensation or other benefits from
the subject company or third party in connection with the research report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for the
subject company.

IIFLCAP accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. The
analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority ("FINRA”) and may not be an associated person of IIFLCAP
and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account.

We submit that no material disciplinary action has been taken on IIL by any regulatory authority impacting Equity Research Analysis.
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This research report was prepared by IIFL Securities Limited (Formerly ‘India Infoline Limited’) Institutional Equities Research Desk (‘IIFL’), a company to engage activities is not dealer United States and, therefore, is
not subject to U.S. rules of reports independence of research report is provided for distribution to U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S.
Securities Exchange recipient of wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this report should do IIFL IIFLCAP’), broker dealer in the
United States.

IIFLCAP accepts responsibility for the contents of this research report, a person whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry FINRA") and
an person of IIFLCAP may not be subject to applicable restrictions under FINRA Rules with held by analyst IIFL has other business units with independent research teams different views stocks and This report for the
personal information of the authorized recipient and is not for public distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information of the
investors, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates do not or completeness. The opinions expressed are our current opinions as of the
date appearing in the material and may be subject to from to time without notice. or any persons connected it accept any liability arising from the use of this document. The recipients of this material should rely on
their own judgment professional advice on this information. IIFL or any of its connected persons including its directors or or not in way for any or damage that may arise to any from any inadvertent error the
information contained, views and opinions expressed in this publication.

IIFL and/or its affiliate companies may deal in the securities mentioned herein as a broker or for any transaction as a Maker, Investment Advisor, to issuer persons. IIFL generally prohibits its analysts from having
financial interest in the securities of any of the companies that the analysts cover. In addition, company its employees from conducting Futures & Options transactions or holding any shares for a period of less than 30
days.

Past performance should not be taken as an indication or guarantee of performance, and no or warranty, express performance. estimates contained in this report reflect a judgment of its original date of publication by
IIFL and are subject to change of mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate may adverse on the price of such securities
or financial instruments.

Analyst Certification: (a) that the views expressed in the research report accurately reflect part of her compensation was, is, or will be directly or indirectly related to the specific recommendation or views contained
in the research report.

A graph of daily closing prices of securities is available at http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp, www.bseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes.
(Choose a company from the list on the browser and select the “three years” period in the price chart).

Name, Qualification and Certification of Research Analyst: Percy Panthaki(Chartered Accountant), Sameer Gupta(PGPM), Kijamerang Pongener(MBA)

IIFL Securities Limited (Formerly ‘India Infoline Limited’), CIN No.: L99999MH1996PLC132983, Corporate Office — IIFL Centre, Kamala City, Senapati Bapat Marg, Lower Parel, Mumbai - 400013 Tel: (91-
22) 4249 9000 .Fax: (91-22) 40609049, Regd. Office — IIFL House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604 Tel: (91-22) 25806650. Fax: (91-22)
25806654 E-mail: mail@indiainfoline.com Website: www.indiainfoline.com, Refer www.indiainfoline.com for detail of Associates.

Stock Broker SEBI Regn.: INZ000164132, PMS SEBI Regn. No. INP000002213, IA SEBI Regn. No. INA000000623, SEBI RA Regn.:- INH000000248

Key to our recommendation structure

BUY - Stock expected to give a return 10%+ more than average return on a debt instrument over a 1-year horizon.
SELL - Stock expected to give a return 10%+ below the average return on a debt instrument over a 1-year horizon.
Add - Stock expected to give a return 0-10% over the average return on a debt instrument over a 1-year horizon.

Reduce - Stock expected to give a return 0-10% below the average return on a debt instrument over a 1-year horizon.

Distribution of Ratings: Out of 236 stocks rated in the IIFL coverage universe, 123 have BUY ratings, 8 have SELL ratings, 74 have ADD ratings and 30 have REDUCE ratings

Price Target: Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as
comparable or a combination of the two methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is used there
is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s products. Such
demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, in
certain industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, and political and social
conditions. This discussion of valuation methods and risk factors is not comprehensive - further information is available upon request.
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Asian Paints: 3 year price and rating history Date Close P(';Cs? Target P(';Cs? Rating Date Close p(:csc; Target p(:cs‘; Rating
(Rs) Price O TP/Reco changed date 22 Jan 2021 2715 2300 REDUCE 10 May 2019 1354 1500 BUY
3,000 26 Oct 2020 2120 1900 REDUCE 05 Apr 2019 1518 1650 BUY
2,500 27 Jul 2020 1712 1950 BUY 23 Jan 2019 1407 1580 BUY
2,000 30 Jun 2020 1695 1900 BUY 09 Jan 2019 1396 1540 BUY
1,500 24 Jun 2020 1684 1800 BUY 29 Nov 2018 1324 1420 BUY
1.000 13 Apr 2020 1653 1750 BUY 12 Nov 2018 1295 1365 BUY
"e00 18 Feb 2020 1880 2000 BUY 24 Oct 2018 1138 1265 BUY
23 Jan 2020 1779 1850 BUY 11 Oct 2018 1226 1330 BUY
0 e e e L L L L L 08 Jan 2020 1730 1900 BUY 28 Sep 2018 1294 1450 BUY
R T B B B R - B B B N A A AR AR N AR NN 09 Oct 2019 1725 1850 BUY 25 Jul 2018 1468 1500 BUY
5 23 £ 3 5§ 5353 835533 83 ¢5Ek 21 Aug 2019 1590 1650 BUY 11 May 2018 1215 1400 BUY
= s w oz o= s wz - = 3= w oz - 2 25 Jul 2019 1483 1570 BUY 09 Apr 2018 1146 1250 BUY
Berger Paints India: 3 year price and rating history Date  Close P(';‘:; Target p(r;:)e Rating Date Close p(r;:)! Target p(';‘s:g Rating
(Rs) —Price O TP/Reco changed date 10 Nov 2020 654 550 SELL 06 Jun 2019 323 330 ADD
1,000 26 Oct 2020 609 520 SELL 05 Apr 2019 332 340 ADD
800 18 Aug 2020 542 450 SELL 06 Feb 2019 308 300 REDUCE
600 15 Jul 2020 500 430 SELL 09 Jan 2019 319 325 REDUCE
148) 29 Jun 2020 511 400 SELL 29 Nov 2018 313 310 REDUCE
400 o0 13 Apr 2020 474 385 SELL 12 Nov 2018 309 300 REDUCE
200 11 Feb 2020 582 450 SELL 06 Nov 2018 301 285 REDUCE
08 Jan 2020 494 430 REDUCE 11 Oct 2018 276 270 REDUCE
0 e e e e L L L L, 08 Nov 2019 507 425 REDUCE 28 Sep 2018 292 290 REDUCE
TIXETZIT22222R/KILIIRERINR 09 Oct 2019 425 440 ADD 14 Aug 2018 321 300 REDUCE
5 73 23 S 5335 ¢3S 52393 55 21 Aug 2019 366 375 ADD 07 Jun 2018 283 300 ADD
S s T vz 23 T vz 23wz 23 08 Aua 2019 349 360 ADD 09 Apr 2018 266 275 ADD
Date Close price Target price Rating
#N/A (RS) (RS)
(Rs) ——Price O TP/Reco changed date :;05 I:!S: 581% 5323 3?12 QEDL?_
12 22 Nov 2013 3344 3729 ADD
1 @) 22 Jun 2012 2491 2821 ADD
0.8 21 Sep 2012 2617 2524 ADD
0.6 18 Mar 2014 3394 3723 ADD
04 16 Apr 2012 2403 2542 ADD
0 15 Oct 2012 2395 2373 ADD
' 15 Jul 2013 2804 3100 ADD
0 15 Apr 2013 2297 2145 SELL
14 Oct 2013 3275 3527 ADD
14 Jan 2013 2712 2492 SELL
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Kansai Nerolac: 3 year price and rating history

Date Close price Target price Rating Date Close price  Target price Rating
(Rs) ——Price O TP/Reco changed date (Rs) (Rs) (Rs) (Rs)
800 26 Oct 2020 517 490 REDUCE 03 May 2019 419 410 REDUCE
700 04 Aug 2020 443 490 ADD 05 Apr 2019 470 450 REDUCE
600 30 Jun 2020 445 480 ADD 30 Jan 2019 434 460 ADD
500 11 May 2020 359 400 ADD 20 Dec 2018 477 490 ADD
B 07 May 2020 393 410 ADD 29 Nov 2018 459 470 ADD
200 13 Apr 2020 379 400 ADD 12 Nov 2018 400 410 ADD
100 03 Feb 2020 512 520 ADD 23 Oct 2018 387 400 ADD
0 08 Jan 2020 504 550 ADD 11 Oct 2018 417 445 BUY
T I T T B T T B B A < T < T < B < T < T < 09 Oct 2019 492 500 REDUCE 28 Sep 2018 445 475 BUY
R T I I T T I 21 Aug 2019 475 450 REDUCE 09 Jul 2018 482 500 BUY
s3>~ 328s2>828s32°>82=8¢s 30 Jul 2019 432 430 REDUCE 04 May 2018 507 530 BUY
20 Jun 2019 448 425 REDUCE 09 Apr 2018 500 550 BUY
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