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Strong recovery led by pent up demand… 

We expect the I-direct consumer discretionary universe to have posted a 

strong bounce back in demand for discretionary products (paints, pipes 

and electrical goods) post easing of lockdown restrictions. The growth was 

largely driven by semi-urban and rural India that were less impacted by the 

pandemic and also helped negate the impact of intermediary lockdowns in 

metro regions. We believe organised players have also gained market 

share from unorganised/regional players that were adversely impacted by 

supply chain disruptions amid lockdowns. Major FMEG players like Havells, 

Bajaj Electricals and Voltas have confirmed market share gains due to their 

strong supply chain management and pan-India distribution reach. Further, 

changing consumer habits as more people stay home due to lockdown and 

rise in work from home culture led the revival in demand for home 

appliances in urban India in July-August 2020. On the paint front, top three 

paint majors are likely to post ~8-9% YoY volume growth in Q2FY21, 

supported by strong pent up demand in both decorative, industrial paints 

category. The recent surge in auto OEMs sales volume and a low base of 

decorative paints would benefit Kansai Nerolac in terms of strong volume 

growth of 7% in Q2FY21E. On the piping business, we believe Supreme 

Industries would record a strong performance in piping (strong demand for 

agri, residential pipes from rural regions) and packaging segments. The I-

direct coverage universe may see ~4% YoY revenue growth in Q2FY21. 

Benign raw material prices, better utilisation to drive margin 

Our coverage universe is likely to see ~110 bps YoY expansion in EBITDA 

margin led by paint companies. We believe benign raw material prices 

(crude, VAM prices were down ~37%, 17% YoY, respectively) are likely to 

benefit paint and adhesive companies most in our coverage universe. Also, 

withdrawal of discounts provided in Q1FY21, would also help increase 

gross margins of paint companies. We believe gross margins of paint and 

adhesive companies are likely to grow up to 200 bps YoY, helping drive 

EBITDA margin up ~120-180 bps YoY in Q2FY21. From the piping 

segment, Supreme is likely to witness an increase in EBITDA margin by 

~90 bps YoY due to successful pass on of higher input prices (HDPE, LDPE 

prices up 24%, 16% YoY) to customers along with a better product mix. On 

the electrical good fronts, despite pressure from industrial product and 

project business, Voltas and Havells India are likely to see a substantial 

recovery in EBITDA margin by 170 and 120 bps QoQ, respectively. 

Unfavourable base due to change in corporate tax rate 

The I-direct CD universe is likely to see ~8% YoY growth at the PBT level 

due to better margins. However, the Q2FY21 bottomline would be impacted 

by unfavourable base on account corporate tax rate cut in Q2FY20. 

Exhibit 1: Estimates for Q2FY21E: (Consumer Discretionary)                          (| crore) 

Re ve n u e EBIT DA PAT

Q 2FY21E Yo Y Q o Q Q 2FY21E Yo Y Q o Q Q 2FY21E Yo Y Q o Q

A s ian Paints 5,355.1 6.0 83.2 1,104.0 15.6 128.0 742.5 -11.8 238.1

Berger Paints 1,715.5 7.3 84.3 289.9 15.5 214.8 172.7 -11.3 1,044.6

K ansai Nerolac 1,455.5 5.0 111.6 239.7 12.6 197.8 157.2 -18.7 268.0

Pidilite  Indus tries 1,924.3 6.5 119.2 422.1 14.6 536.0 304.7 -6.2 1,826.3

Supreme Indus tries 1,322.4 4.1 25.5 191.4 10.8 63.5 94.5 -32.3 133.2

A s tra l Poly Technik 718.6 5.9 77.9 124.3 4.5 128.9 69.8 -15.2 243.9

Havells  2,236.2 0.3 51.2 223.6 -4.5 70.9 126.5 -30.2 99.8

V oltas  L td 1,260.6 -11.3 -2.8 86.9 -17.9 30.2 90.7 -15.5 10.9

T o tal 15,988.2 3.5 65.6 2,682.0 10.9 145.6 1,758.7 -14.9 252.3

C o m p an y

 C h an g e  (%)C h an g e  (%) C h an g e  (%)

 

Source: Company, ICICI Direct Research 
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EBITDA margin (%) movement    

EBIT DA 

m arg in
Q 2'20 Q 3'20 Q 4'20 Q 1'21 Q 2'21

A s ian Paints 18.9 21.9 18.5 16.6 20.6

Berger Paints 15.7 17.5 15.4 9.9 16.9

K ansai Nerolac17.1 15.4 12.9 13.5 18.4

Pidilite  Ind 20.4 24.0 19.5 7.6 21.9

Supreme Ind 13.6 16.1 19.1 11.1 14.5

A s tra l Poly 17.5 17.8 17.9 13.4 17.3

Havells 10.5 11.8 11.1 8.8 10.0

V oltas 7.4 6.5 9.2 5.1 6.9

O vera ll 15.7 17.5 15.5 11.3 16.8
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Result Preview | Q2FY21E  

Exhibit 2: Company Specific Views (Consumer Discretionary) 

Company Remarks

Asian Paints

A slow recovery in metro regions is expected to be partially offset by a strong volume

recovery in semi-urban and rural regions, helping drive volume. We expect the

company to record sales growth of 6% YoY to | 5355 crore led by volume growth of

~7% YoY in Q2FY21. On the margins front, benign raw material prices coupled with

improved utilisation likely to drive EBITDA margin up by ~170 bps YoY at 20.6%. While

PBT may record ~18% YoY growth to | 985 crore, PAT may see a decline of 12% YoY

at ~ | 743 crore due to higher tax outgo

Astral Poly 

We anticipate consolidated sales will increase ~6% to | 719 crore led by strong

recovery in the piping and adhesive segment. Strong pent up demand coupled with a

low base is likely to drive piping and adhesive segment revenue up by 6% each to |

560 crore and | 159 crore, respectively, in Q2FY21. Further cost control measure along

with benign raw material prices would result in ~400 bps QoQ improvement in in

EBITDA margin to 17.3% (almost same level of previous year). While we expect PBT to

grow ~9% YoY to ~| 94 crore, PAT may see a decline of 15% YoY at | 70 crore due to

higher tax outgo

Berger Paints

Consolidated sales are likely to increase 7% YoY to | 1715 crore led by ~8% YoY

volume growth in Q2FY21. Volume growth would be largely driven by pent up demand

in the eastern and southern regions where the impact of lockdown was limited.

Further, lower raw material prices and improved utilisation would lead EBITDA margin

expansion by 120 bps YoY at 16.9%. The company is likely to record ~11% YoY growth

in PBT to | 233 crore while PAT may see a decline of 11% YoY to ~|  173 crore

Havells India

We build in a partially recovery for Havells’ topline led by consumer business (up 3%

YoY). However, a delay in industrial activities would lead to lower offtake of industrial

product categories (down 8% YoY) in Q2FY21. The company may see flattish sales

growth YoY to | 2236 crore. The EBITDA margin may improve 120 bps QoQ (flat YoY)

supported by improved plant utilisation. However, PAT may decline 30% YoY to | 127

crore mainly due to higher interest charge (due to working capital loan) and change in

tax rate in Q2FY20

Kansai Nerolac

Kansai is likely to report volume, value growth of ~7%, 5% YoY, respectively, led by a

strong performance in decorative and industrial paint segments. Strong pent up

demand, good automotive sales numbers and low base indicate at a revival in volume

growth for Kansai in Q2FY21. However, a change in product mix would keep realisation

growth under check. Benign raw material prices are likely to help drive EBITDA margin

up 130 bps YoY to 18.4%. As a result, PBT may grow 12% YoY but higher tax outgo

would result in ~19% drop in PAT to | 157 crore

Pidilite Industries

Consolidated topline is likely to report ~7% YoY growth to | 1924 crore in Q2FY21.

Consumer & bazaar segment revenue may see an uptick by 9% YoY led by pent up

demand. However lower offtake in the industrial product category may drag segment

revenue by 13% YoY. Further, benign raw material prices would help drive EBITDA

margin up 150 bps YoY at 22%. As a result, PBT (before exceptional item) is expected

to go up ~8% YoY while higher tax outgo would lead to PAT de-growth of ~6% YoY to

| 305 crore

Supreme 

Industries

Revenue is likely to grow ~4% YoY to | 1322 crore led by ~5% YoY growth in the

piping and packaging segment (contributes ~80% in topline). Further, cost control

measures and rising proportion of value added products would help in a strong recovery 

in the EBITDA margin (likely to go up 90 bps YoY) to 14.5%. Further, PBT is likely to

grow ~15% YoY to | 131 crore but net profit may see a decline of 32% YoY at ~| 95

crore due to a lower tax in the base quarter (change in corporate tax rate)

Voltas

Consolidated revenue fall is expected to be limited to ~11% YoY led by a rapid recovery 

in the UCP division (revenue fall limited to 10%) with a pick-up in secondary sales post

easing of lockdown restrictions. However, a delay in pick-up of construction activities

would lead to a fall in revenue by 15% and 10% YoY for EMPS and EPS

(project/industrial product) divisions, respectively. EBITDA margin may see a fast

recovery at 7%. Finally, PAT may decline ~15% YoY to | 91 due to lower other income

(down 15% YoY)
f 

Source: Company, ICICI Direct Research 
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Exhibit 3: Valuation Matrix 

C MP M C ap

(|) T P(|) Ratin g (| C r ) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21EFY22E FY20 FY21EFY22E FY20 FY21EFY22E

A s ian Paints  (A SIPA I) 2,102 1,900 Hold 2,01,582 29.0 21.8 32.6 72.5 96.6 64.4 38.9 45.6 32.9 27.4 19.4 26.9 30.5 22.6 31.0

A s tra l Polytecnik (A STPO L )1,191 1,120 Hold 17,944 16.6 15.0 23.3 71.9 79.6 51.2 36.1 39.3 27.8 20.5 17.0 23.1 16.6 13.1 17.9

Berger Paints  (BERPA I) 604 580 Hold 58,660 6.8 6.1 9.7 89.4 98.6 62.0 51.7 55.0 37.8 26.6 22.0 31.3 24.7 19.7 27.1

Havells  India (HA V IND) 680 630 Hold 42,425 11.7 8.0 14.4 57.9 84.8 47.2 33.9 40.7 25.5 19.6 14.3 22.6 17.0 11.4 18.3

K ansai Nerolac (K A NNER)484 510 Buy 26,084 9.9 7.9 11.8 48.7 61.0 40.9 30.3 35.3 24.2 17.6 14.7 19.9 14.1 11.3 15.3

Pidilite  Indus tries  (PIDIND)1,488 1,595 Buy 75,561 22.1 17.8 28.0 67.3 83.4 53.2 43.5 53.3 35.1 31.0 23.4 34.0 26.1 19.2 27.7

Supreme Indus  (SUPIND)1,329 1,650 Buy 16,882 36.8 31.1 47.1 36.1 42.7 28.2 21.8 23.5 17.3 22.5 18.9 25.0 20.7 16.5 21.9

V oltas  L td (V O LTA S) 671 725 Buy 22,192 15.8 10.7 22.7 42.6 62.8 29.5 29.4 51.3 23.6 19.5 11.5 20.4 13.0 8.0 15.6

Ro E (%)Ro C E (%)EPS (|) EV /EBIT DA (x)P/E (x)

Se cto r  / C o m p an y

 

Source: Company, ICICI Direct Research 
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stocks according to their notional target price vs. current market price and then categorizes them as Buy, 

Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 

defined as the analysts' valuation for a stock 
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