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Fastest Growing Paint Player 

Indigo Paints is the fastest growing amongst the top five paint companies in India. 

Company manufacture a complete range of decorative paints including emulsions, 

enamels, wood coatings, distempers, primers, putties and cement paints. 

Positives: (a) Track record of consistent growth in a fast growing industry with entry 

barriers (b) Differentiated products leading to greater brand recognition and 

enabling expansion into a complete range of decorative paint (c) Leveraged brand 

equity and distribution network to populate tinting machines (d) Strategically 

located manufacturing facilities with proximity to raw materials (e) Well-qualified 

and professional management team with a committed employee base. 

Investment concerns: (a) An inability to protect, strengthen and enhance their 

existing brand could adversely affect their business prospects and financial 

performance (b) Any adverse changes in their relationships with their dealers and 

the community of painters or their inability to enter into new relationships             

(c) Increase in the competition intensity. 

Outlook & Valuation: Company has been gaining market share, we believe it will 

continue to gain market share in the upcoming years also due to the strong 

management team, strategies planned by the company and smaller base 

compared to top four players. Company’s revenue from operations have grown at 

a CAGR of 41.9% between Fiscal 2010 and Fiscal 2019, compared to the range of 

12.1% to 13.1% recorded by the top four paint companies in India. There is further 

scope left for the company to improve EBIDTA margins due to operating leverage 

especially in the cost of advertisement expense. Issue is priced at 98.4x PE on a 

trailing basis in terms of fully diluted EPS, which we believe is quite reasonable by 

looking at the future growth prospects of the company. We are positive on the long 

term prospects of the industry as well the company, we recommend "SUBSCRIBE" to 

the Indigo Paints IPO for long term as well as for listing gains.   

Key Financials 

Y/E March (` cr) FY18 FY19 FY20 

Net Sales 401 536 625 

% chg 
 

33.4 16.6 

Net Profit 13 27 48 

% chg 
 

108.9 77.9 

EBITDA (%) 6.4 10.1 14.6 

EPS (Rs) 2.8 5.9 10.5 

 P/E (on FDEPS)  528.4 252.5 142.0 

ROE (%) 10.1 18.2 24.3 

RoCE (%) 17.3 28.0 39.2 

EV/EBITDA 263.7 126.0 74.8 

EV/Sales 16.9 12.7 10.9 
 

 Source: Company, Angel Research. 

 Note: Valuation ratios based on pre-issue outstanding shares and at upper price band. 

 

Subscribe 
Issue Open: January 20, 2020 
Issue Close: January 22, 2020 

 

Offer for Sale:0.58 cr share

QIBs 50% of issue

Non-Institutional 15% of issue

Retail 35% of issue

Promoters 54.0%

Others 46.0%

Post Issue Shareholding Pattern 

Post Eq. Paid up Capital: Rs 47.6 cr

Issue size (amount):  Rs 1170 cr

Price Band: Rs 1488-1490

Lot Size: 10 shares and in multiple thereafter

Post-issue implied mkt. cap: *Rs 7,079 cr - **Rs 7,088 cr

Promoters holding Pre-Issue: 60.1%

Promoters holding Post-Issue: 54.0%

*Calculated on lower price band

** Calculated on upper price band

Book Building

Fresh issue: Rs 300 cr

Face Value: Rs 10

Present Eq. Paid up Capital: Rs 45.6 cr
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Company background 

Company is the fifth largest company in the Indian decorative paint industry in 

terms of the revenue from operations for Fiscal 2020. Company has achieved this 

position in a highly competitive Indian decorative paint industry on the back of 

their multi-pronged approach. This includes introducing differentiated products to 

create a distinct market in the paint industry, building brand equity for the primary 

consumer brand of “Indigo”, creating an extensive distribution network and 

installing tinting machines across the network of dealers.  

To create demand for the differentiated products, company initially tapped into     

tier 3, tier 4 cities, and rural areas, where brand penetration is easier and dealers 

have greater ability to influence customer purchase decisions. Company 

subsequently leveraged this network to engage with dealers in tier 1 and tier 2 

cities and metros as well. Company engaged Mr. Mahendra Singh Dhoni, a 

sportsperson with pan-India appeal, as their brand ambassador, to enhance their 

brand image amongst end-customers.  

Hemant Jalan is the Managing Director and Chairman of the company. He holds 

a bachelor’s of technology degree in chemical engineering from the Indian 

Institute of Technology, Kanpur (Uttar Pradesh), a master’s degree in science from 

Stanford University and a master’s degree in business administration from the 

University of Chicago. He has over 20 years of experience in the paint industry. 

Previously, he was associated with AF Ferguson & Co. as a consultant. Presently, 

he is associated with Halogen Chemicals Private Limited as a director. He is a 

director on the board since March 28, 2000. 

Issue details 

Company issues comprises `300 cr through fresh issue & 58,40,000 equity shares 

through offer for sale in the price band of `1,488-1,490. 

Pre and post IPO shareholding pattern 

No of shares (Pre-issue) % (Post-issue) % 

Promoter 27,356,615 60.1 25,686,615 54.0 

Others 18,198,960 39.9 21,882,383 46.0 

Total 45,555,575 100.0 47,568,998 100.0 
 

 Source: Company, Angel Research & RHP. 

 Note: Calculated at upper price band. 

 

Objectives of the Offer 

 Funding capital expenditure for expansion of the existing manufacturing 
facility at Pudukkottai, Tamil Nadu (the “Proposed Expansion”) by setting-
up an additional unit (the “Additional Unit”) adjacent to the existing 
facility. 

 Purchase of tinting machines and gyroshakers. 

 Repayment/prepayment of all or certain of the borrowing 

 General corporate purposes. 
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Consolidated Profit & Loss Statement 

Y/E March (` cr) FY18 FY19 FY20 H1FY20 H1FY21 

Total operating income 401 536 625 273 259 

% chg 
 

33.4 16.6 
 

-4.8 

Total Expenditure 376 482 534 249 211 

EBITDA 26 54 91 23 48 

% chg 
 

109.6 68.2 
 

105.0 

(% of Net Sales) 6.4 10.1 14.6 8.6 18.5 

Depreciation & Amortization 9 17 20 10 11 

EBIT 17 37 71 14 37 

% chg 
 

120.8 92.7 
 

167.0 

(% of Net Sales) 4.2 6.9 11.4 5.1 14.2 

Interest & other Charges 5 5 6 3 2 

Other Income 2 2 2 1 1 

(% of Sales) 0.4 0.3 0.3 0.3 0.3 

Recurring PBT 14 34 67 12 35 

% chg 
 

145.2 98.2 
 

198.3 

Exceptional item 1 0 0 0 0 

Tax 0 7 20 6 8 

PAT (reported) 13 27 48 6 27 

% chg 
 

108.9 77.9 
 

353.9 

(% of Net Sales) 3.2 5.0 7.7 2.2 10.5 

Basic & Fully Diluted  EPS (Rs) 2.8 5.9 10.5 1.3 6.0 

% chg 
 

109.2 77.8 
 

352.3 
 

 Source: Company, Angel Research 
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Consolidated Balance Sheet 

Y/E March (` cr) FY18 FY19 FY20 H1FY20 H1FY21 

SOURCES OF FUNDS 
     

Equity Share Capital 29 29 29 29 29 

Instruments in nature of equity 18 18 18 18 18 

Other Equity  81 100 150 108 177 

Shareholders Funds 127 147 197 155 224 

Borrowings 39 61 46 60 25 

Other liabilities 2 5 12 10 12 

Total Liabilities 169 214 255 226 261 

APPLICATION OF FUNDS 
     

Property, plant and equipment 61 86 142 90 140 

Right-of-use Assets 10 31 28 29 27 

Capital work-in-progress 2 4 1 31 3 

Intangible assets 0 0 0 0 0 

Goodwill 41 31 31 31 31 

Inventories 55 69 77 71 67 

Trade receivable 97 104 104 80 86 

Investments 18 20 21 20 31 

Cash & Bank Balance 5 14 6 4 12 

Other Assets 2 3 3 2 3 

Current Assets 177 210 211 179 198 

Current liabilities 129 159 167 151 150 

Net Current Assets 48 51 44 28 49 

Other Non Current Asset 5 10 9 17 12 

Total Assets 169 214 255 226 261 
 

 Source: Company, Angel Research  
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Consolidated Cash Flow Statement 

Y/E March (` cr) FY18 FY19 FY20 H1FY20 H1FY21 

 Loss before tax  13 34 67 12 35 

 Depreciation  9 17 20 10 11 

 Change in Working Capital  -2 0 -7 10 13 

  Interest Expense 5 5 6 0 2 

 Direct Tax Paid 0 -4 -12 -7 -9 

 Others  0 0 -1 2 0 

Cash Flow from Operations 24 52 72 27 53 

 (Inc.)/ Dec. in Fixed Assets  -18 -63 -61 -35 -13 

Changes in investment 1 0 0 0 -9 

Interest income received 1 0 0 0 0 

Cash Flow from Investing -17 -63 -61 -35 -23 

Changes in Borrowings -1 24 -10 3 -20 

Interest paid -4 -4 -5 -2 -2 

Others -2 -2 -2 0 -2 

Cash Flow from Financing -7 19 -17 0 -24 

 Inc./(Dec.) in Cash  0 7 -6 -8 6 

 Opening Cash balances  5 5 12 12 6 

 Closing Cash balances  5 12 6 4 12 
 

Source: Company, Angel Research 

 

Key Ratios 

Y/E March  FY18 FY19 FY20 

Valuation Ratio (x) 
   

 P/E (on FDEPS)  528.4 252.5 142.0 

 P/CEPS  310.1 147.8 93.9 

 P/BV  53.3 46.0 34.4 

 EV/Sales  16.9 12.7 10.9 

 EV/EBITDA  263.7 126.0 74.8 

Per Share Data (Rs) 
   

 EPS (Basic)  2.9 6.0 10.6 

 EPS (fully diluted)  2.8 5.9 10.5 

 Cash EPS  4.8 10.1 15.9 

 Book Value  28.0 32.4 43.3 

Returns (%) 
   

 Angel ROIC (Pre tax)  27.8 41.5 51.1 

 ROE  10.1 18.2 24.3 

 ROCE  17.3 28.0 39.2 

Turnover ratios (x) 
   

 Receivables (days)  88.0 70.8 61.0 

 Inventory (days)  50.2 47.2 44.8 

 Payables (days)  98.7 92.8 81.0 

 Working capital cycle (days)  39.5 25.2 24.9 
 

Source: Company, Angel Research (Valuation at the upper price band) 
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DISCLAIMER 

Angel Broking Limited (hereinafter referred to as “Angel”) is a registered Member of National Stock Exchange of India Limited, Bombay 

Stock Exchange Limited and Metropolitan Stock Exchange Limited. It is also registered as a Depository Participant with CDSL and 

Portfolio Manager and investment advisor with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel Broking 

Limited is a registered entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration 

number INH000000164. Angel or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for 

accessing /dealing in securities Market.  Angel or its associates/analyst has not received any compensation / managed or co-managed 

public offering of securities of the company covered by Analyst during the past twelve months. 

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment 

decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should 

make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the 

companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine 

the merits and risks of such an investment. 

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and 

trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's 

fundamentals. Investors are advised to refer the Fundamental and Technical Research Reports available on our website to evaluate the 

contrary view, if any. 

The information in this document has been printed on the basis of publicly available information, internal data and other reliable 

sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this 

document is for general guidance only. Angel Broking Limited or any of its affiliates/ group companies 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 this report. 

Angel Broking Limited has not independently verified all the information contained within this document. Accordingly, we cannot testify, 

nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document. While 

Angel Broking Limited endeavors to update on a reasonable basis the information discussed in this material, there may be regulatory, 

compliance, or other reasons that prevent us from doing so.  

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced, 

redistributed or passed on, directly or indirectly. 

Neither Angel Broking Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in 

connection with the use of this information. 

 
 


