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Berger Paints

Strong quarter led by pent-up demand, urban
recovery and international traction; Grasim entry
key concern

v" View - Berger Paints has again posted a relatively better performance than Asian
Paints given its relatively stronger position in smaller markets. While the
management is not unduly worried as of now about Grasim’s aggressive plans for
the paints business, we believe that it would remain an overhang and a reason for
valuation multiples to cool off a bit from current levels of 70x FY23E earnings.

v" Quarter summary - 24% revenue growth (32% volume growth), 45% EBITDA
growth and 53% PAT growth; robust growth in decorative business, significant
recovery in automotive and industrial, resilient growth in infrastructure business;
lower priced RM inventories especially solvents led to healthy GM expansion, but
prices firming up now.

v Management commentary - Increased marketing spends aggressively to support
growth, overheads well in control, new formulations led to some cost savings,
strong growth in waterproofing segment, strong recovery in metro markets while
Tier 2/3 trends sustained.

v' Subsidiary performance - Healthy growth in topline and margins in Nepal, Saboo
and STP, Bolix saw improved numbers in UK, Russia had MTM loss due to ruble
depreciation, both JVs also saw improved performance.

v" Grasim entry into paints - Grasim has plans for backward integration and plans to
utilize the cement dealer network which gives it some advantage, but not unduly
concerned and confident of expanding network and protecting market share,
opportunity still quite large especially for value added products and services.

v" Tinting machine necessity - Possible to reach consumers without tinting machines
in few European markets like Poland, speed and response time is higher due to
tinting machines with dealers.

v" Relative performance vs peers - Did better than Asian Paints in 3Q (2% higher
growth) given relatively late recovery in metro markets where Berger is relatively
weaker; could have done better in protective coatings.

v" Demand drivers - Combination of pent-up demand in larger markets and recovery
in demand led by real estate, better consumer sentiment; momentum sustaining in
smaller markets even now further helped by expansion in distribution network.

v" Home hygiene category - Looking to ramp up distribution in home hygiene
products like kitchen cleaners, currently selling only through paint network.

v" Margin outlook - Evaluating price hikes in industrial paints to counter rising input
costs, current RM inflation is manageable in decorative paints and will take a call HIMANSHU NAYYAR @
on pricing in 1-2 quarters. Lead Analyst =y

himanshu.nayyar@ysil.in

UP capacity expansion - Commissioning of upcoming plant has been brought o1l SIS

forward in addition to an additional outlay for higher capacity than originally
planned given strong demand outlook; targeting completion by early CY22; will

ik

start with 300,000KL which is scalable upwards later, currently spending about AAKASH FADIA
500crs. aakash.fadia@ysil.in

v Monthly progression - Late Diwali also contributed to very strong growth in early AMAR AMBANI, Sr. President, Head of Research
part of quarter, but smaller cities performance has sustained even after the festive

period. amar.ambani@ysil.in
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Berger Paints

Volume value mix - Both economy and premium segments have done well, volume-value
differential remains stable at 8% indicating 32% volume growth for the quarter.

Market share - Unorganized players would have surely lost market share during the last few
quarters while Top 2 players seem to have gained share.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



‘ INSTITUTIONAL EQUITIES

Berger Paints

DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 law, regulation or which
would subject YSL and associates 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 document may come are
required to inform themselves of and to observe such restriction.
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The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or

employee of the subject company(ies) e

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has 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

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of

9 securities for the subject company in the past twelve No
months
10 Research Analyst or YSL has been engaged in market No

] making activity for the subject company(ies)

Since YSL and its associates are engaged in various businesses in the financial
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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