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Kansai Nerolac Paints Ltd. (KNPL) is one of the leading players in the paint industry in India catering to customers 
through products and services in decorative and industrial. It is the leader in industrial segment, having a turnover 
of Rs. 5,487 crore. A subsidiary of Kansai Paint of Japan, it is in its 100th year and has been at the forefront of paint 
manufacturing pioneering a wide spectrum of quality paints. The company has six strategically located 
manufacturing units all over India and a strong dealer network across the country. The company manufactures a 
diversified range of products ranging from decorative paints coatings for homes, offices, hospitals and hotels to 
industrial coatings for most of the industries. 

In industrial, while the traditional thrust has been on automotive, KNPL also has a sizeable presence in performance 
coatings and powder coatings. Recently it has been moving forcefully into auto refinish as well. 

KNPL continues to venture into new customer need areas, such as wood coating, adhesives, construction chemicals 
in decorative and floor coatings, transportation coatings, coil coatings, rebar coatings and super durable powders in 
the industrial. These forays have helped KNPL expand its portfolio of products and offerings to the market. 

 

 
 

The Chairman’s message talks about the following points which are narrated below: 

 FY20 was a challenging year for the company and industry due to macro level uncertainty and volatility. 
Prolonged monsoons, floods in many key states, and changed policy in Kashmir where the company is the 
market leader has impacted the decorative paints demand. 

 The unprecedented slowdown in auto industry and original equipment manufacturers (OEM) industries also 
impacted the demand. Towards the end of FY20, the world was hit by the COVID-19 pandemic which brought 
businesses to a standstill, across industries and markets. 

 Though there was stability in raw material prices throughout the year, but volatility in the exchange rate 
created a challenge. 

 The size of domestic paint industry is estimated at Rs. 52,000 crore as of March 2020. Going forward market 
conditions would be challenging due to COVID-19 for FY21 but company expects sustainable growth through 
its proactive steps and positive demand of paint in the long run with the growth in infrastructure, core sector 
as well as automobile and real estate. 

 Amidst the challenges, company posted growth in EBIDTA and PAT in FY20 through its prudent strategy of 
aggressive cost control, dynamic formulation management, product mix changes and implementation of 
advance technology. 

 Company has successfully commissioned its new state-of-the-art digital factory in Goindwal, (Punjab) for 
production of Decorative paints and also received approvals for supply from its Sayakha, Gujarat plant which 
was commissioned last year. 

 KNPL through its strong brand creation, expansion of distribution and manufacturing footprint, launching of 
new products and categories, to new geographies and collaborations, has scaled up its capabilities and 
offerings to cater to the transforming demands and needs of diverse and growing clientele. 

Company Background 
 

Chairman’s Message – Summary 

https://en.wikipedia.org/wiki/Kansai_Paint
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 Its strategic JV with Polygel to set up a new company ‘Nerofix’ would enable to tap into the vast B2B and B2C 
adhesives market. 

 Company’s strategic acquisition of Perma Constructions and agreement with Italy’s ICRO Coatings would help 
in expanding its footprint in chemical products and wood finishes respectively. 

 Company’s strategy to expand its international operations and expanding footprints in the Indian subcontinent 
would drive good growth opportunities. 

 

 

 

 Capacity – Company’s total capacity stands at 518 Million Litres. 

 Product proposition - KNPL has vast product proposition, designed to cater to the evolving needs of customers 
in the key segments of Decorative and Industrial. 

 Backward integrated manufacturing facilities - Company has 6 well-equipped state-of-the-art manufacturing 
facilities, strategically located near key OEMs, thus lending the company a strong competitive edge. All plants 
have the capability to produce stock keeping units (SKUs) ranging from 1 ltr to 200 ltr. 

 Research and Development capabilities - KNPL is also continuously enhancing its R&D capabilities. In FY19, the 
company operationalized its newly established world-class R&D facility at Vashi, Navi Mumbai, thus further 
scaling its innovation edge. 

 Well-established distribution network - It has pan-India presence through 104 sales locations and 27500+ 
customers’ network to reach out effectively to customers across regions 

 Strengthening the core - Company is continuously investing in, and strengthening, the levers of technology and 
service orientation, product innovation, distribution, brand, manufacturing, and marketing. 

 Expanding horizons - Company’s focus is to create new avenues of growth by exploring new opportunities 
amongst customers and consumers. KNPL has expanded across the Indian subcontinent through acquisitions in 
Nepal, Bangladesh and establishment of a greenfield JV project in Sri Lanka. 

 Technology orientation - Company’s close collaboration with its parent and group companies helps in catering 
to the high-end technology deployment to the specific needs of the modern automotive industry and other 
end-user industries. 

 Digital Tools – Company has been utilizing advance digital tools such as machine learning, robotic process 
automation, internet of things (IoT) and chatbots, to secure increased business benefits. Moreover, its state-of-
the-art digital factory at Goindwal, Punjab would enhance decorative paints manufacturing capabilities. 

 Brand focus – KNPL is a reputed brand and is among India’s top 40 brands. 

 Innovations and new market segments – It has forayed into adhesives and construction chemicals through 
acquisition of Perma Chemicals and JV with Polygel. Acquisition of Marpol to scale up leadership in powder 
coating segment.  It has also leveraged into new market for opportunities and forayed into performance 
coatings and then auto refinishes. 

 Risk Management System – It has strong risk management framework to actively track risks and chalk out 
mitigation strategies. 

Management Discussion & Analysis – Summary 
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 Material Management - Its raw materials consist mainly of pigments, binders, additives and solvents, which are 
essential for paint manufacturing. It manages the raw material consumption as efficiently as possible, thus 
maximizing the conversion of raw materials into finished goods and minimizing the material losses. 

 KNPL’s 3P goal – Company has set its performance goals encompassed by the three Ps (Profit – Economic, 
Planet – Environment, People – Social). 

 Strategic capital investment - The company has spent Rs. 217 crore towards capital expenditure related to 
various projects of capex requirement. 

 Marketing campaigns – Company towards its strategic thrust in marketing, launched the ‘Little bit of Nerolac’ 
campaign, which received positive response from the audience. It also launched ‘Color symphony of Kerala’, 
India’s only all in one integrated shade card (interior, exterior, wood finishes and enamels). 

 Indian paint industry - The Indian paint industry has grown historically at double digits and is poised to grow at 
a healthy rate in the medium to long run. There is a strong correlation between the Indian paint industry and 
the GDP of the country historically. The industry growth is expected to be subdued for FY20 and to be 
negatively impacted in FY21 due to effect of the lock down imposed due to COVID-19. 

 Business overview in FY20 - The macro environment in FY20 remained uncertain and volatile. Prolonged 
monsoons, floods in many key states, and changed policy in Kashmir where the company is the market leader 
impacted decorative paints demand. The unprecedented slowdown in automotive coupled with the credit crisis 
impacted demand for automotive paints. The slowdown extended to other original equipment manufacturers 
(OEM) industries impacting demand there as well. Towards the end of the financial year the world and then 
India was hit by the COVID-19 pandemic, bringing businesses to a standstill, across industries and markets. 

 Performance overview in FY20 - Amidst the challenges, KNPL was able to play true to its strengths and deliver. 
Company continued to bring new technology to the market thus adding value to its valuable customers which 
helped it gain market share in automotive, performance coatings and powder coatings and end the year with a 
positive volume and value growth in decorative. 

 

 

 

 KNPL pioneers in low VOC products in India and launched products with safe limits of 100% heavy metal free 
by design, leading to the emergence of ‘Healthy Home Paints’. 

 Focused on developing new and sustainable eco-friendly green technologies. 

 It is working on megatrends such as enhancing the life and performance of coatings, improving health and 
wellness, creating products with functional attributes and products based on renewable raw materials. 

 ‘Nerolac excel top guard’, a premium exterior emulsion, offering first-of-its-kind home protection with 10-
year waterproofing and performance warranty, along with structural insurance. 

 ‘Suraksha acrylic exterior emulsion’, an economic exterior emulsion, providing good durability, coverage and 
cost efficiency. 

 ‘Nerolac waterproof putty’, premium cement putty with waterproofing and binding properties. 

 Introduced new formulations of colourants, using the highly efficient dispersion mill at Jainpur facility. 

Company’s Products and New Launches 
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 It focuses on developing sustainable coating system for automobile applications – key industry differentiators 
include medium high solids low VOC products, direct to metal anticorrosive technologies and zero bake 
technology. 

 Its auto refinishes business grew by 12% YoY in value terms. In auto segment it has launched new generation 
clear coat for passenger car; monocoat metallic paints for 2-wheelers; 2k PU monocoat technology for tractor 
sheet metal and blue CED 

 In auto ancillaries, for automobile wheels, alloy wheels are gaining popularity and the company has taken 
this as a focus area and introduced new products using technology from group company, Kansai Altan, 
Turkey, at one new alloy wheels plant. 

 Under performance coating (liquid and powder) it registered a high single digit growth with gain in market 
share. In this segment it has launched weather-proof polyurethane coating; water-based black coating for 
engines; matt coating system for helmets; anti-corrosive primers and fusion-bonded epoxy (fbe) valves and 
fittings. 

 

 
 

 In FY20, company posted a de-growth in net revenue by 3% YoY to Rs. 5,280 crore. 

 Company reported an EBITDA of Rs. 805 crore a growth of 7% YoY in FY21 mainly on account of improved 
margins, attributable to higher volumes and higher realization. 

 Depreciation for FY21 increased by 34% YOY to Rs. 142 crores due to capitalization of Sayakha and Punjab 
projects. 

 Net profit growth was up by 15% YoY to Rs. 511 crore in FY20.  

 The cash from operating activities was Rs. 595 crore during FY20, as compared to Rs. 100 crore in the 
previous year. 

 The board has recommended dividend at Rs. 3.15 per fully paid share (FV of Rs. 1) as compared to previous 
year’s Rs. 2.60 per fully paid share. 

 All related party transactions entered during the financial year 2020 were in ordinary course of the business 
and were on an arm’s length basis. 

 Among its international subsidiaries Bangladesh post a robust topline growth of 20% YoY. Nepal and Sri-
Lanka posted 2% and 3.5% YoY topline growth respectively. 

 
 
 

 Work is currently in progress to set up another high-end manufacturing unit, equipped with modern 
production technologies, at Visakhapatnam in Andhra Pradesh. 

 Its new plants and R&D facilities will help the company strengthen its capability to innovate and serve its 
customers better. 

 Reduction in corporate tax by the Government would benefit the company. 

Financials FY20 (Consolidated) 

Growth Outlook 



                        Kansai Nerolac Paints Ltd. 
  Sector: Paints & Varnishes 

CMP – Rs.387; M. cap – Rs. 20,855 crore; Promoter Holding – 74.99% 

                                 
 
 

                                                                                                                              

5 

Annual Report Analysis FY20      June 22, 2020 

 

 Paint consumption per kg in India is low as compared to developing countries. Thus, creates an opportunity 
for the industry and the company for growth. 

 The government is expected to continue its push toward infrastructure which will provide great impetus to the 
economy and paint industry. 

 Increase in income of rural consumers and Government’s focus towards spending in agriculture would give a 
booster to the company. 

 Speciality products in the form of speciality coatings represent an opportunity for the company to leverage its 
technical strength. 

 KNPL is constantly in pursuit of devising new ways to improve its manufacturing competency, information 
technology, embracing digital and automation, and undertaking green initiatives in business operations. 

 Company uses innovation and market development to strengthen the core product portfolio, while leveraging 
existing capabilities to create new growth engines by expanding into nearby geographies and allied businesses. 

 It is working in the process of developing new technologies and products such as coatings that could abate 
pollutants, high binding polymer emulsions which could be used in high PVC paints, clear coatings to enhance 
the shelf-life of coatings and heat reflecting coatings. 

 

 

 

 The operations of the company were impacted due to spread of COVID-19. Company’s seasonal sales in the 
month of March 20 has been badly affected and also brought new challenges from a supply chain perspective. 

 With the economy at a standstill forecast for FY21 is difficult as how the demand across will pan out. Further 
demand in first half would be severely impacted but in the second half there are expectations that the 
demand will boost due to festive season.  

 The company has resumed operations in all its factories in phased manner as per directives from the GoI with 
proper safety precautions. Currently only few of its depots are opened. 

 In FY21 company has reduced is capital expenditure plans by 20% to ~Rs. 174 crore. 

 KNPL will continue to monitor any material changes to future economic conditions. 

 

 

 

 

 Looming threat of global recession 

 Emerging geopolitical trade restrictions 

 New competitors are entering the market 

 Extended monsoon in India since past couple of years 

 The exchange rate between Indian Rupee and US Dollar has fluctuated widely 

Company’s COVID-19 assessment 

Key Risks 
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Disclaimer 

Analyst Certification:  

I, Shreyansh N. Mehta, MBA, Research Analyst of Stewart & Mackertich Wealth Management Limited (in short “Stewart & 
Mackertich/ the Company”), authors and the names subscribed to this Research Report, hereby certify that all of the views 
expressed in this Research Report accurately reflect our views about the subject issuer(s) or securities and distributed as per 
SEBI (Research Analysts) Regulations 2014. We also certify that no part of our compensation was, is, or will be directly or 
indirectly related to the specific recommendation(s) or view(s) in this Research Report. It is also confirmed that We/I, the above 
mentioned Research Analyst(s) of this Research Report have not received any compensation from the subject companies 
mentioned in the Research Report in the preceding twelve months and do not serve as an officer, director or employee of the 
subject companies mentioned in the Research Report. 

Terms & Conditions and Other Disclosures: 

Stewart & Mackertich Wealth Management Ltd is engaged in the business of Stock Broking, Depository Services, Portfolio 
Management and Distribution of Financial Products. Stewart & Mackertich Wealth Management Ltd is registered as Research 
Analyst Entity with Securities & Exchange Board of India (SEBI) with Registration Number – INH300001474.  

Stewart & Mackertich and our associates might have investment banking and other business relationship with a significant 
percentage of companies covered by our Research Analysts. Stewart & Mackertich generally prohibits its analysts, persons 
reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies 
that the analysts cover. 

The information and opinions in this Research Report have been prepared by Stewart & Mackertich and are subject to change 
without any notice. The Research Report and information contained herein is strictly confidential and meant solely for the 
selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written consent of Stewart & Mackertich Wealth Management 
Ltd. While we would endeavor to update the information herein on a reasonable basis, Stewart & Mackertich is under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may 
prevent Stewart & Mackertich from doing so. Non-rated securities indicate that rating on a particular security has been 
suspended temporarily and such suspension is in compliance with applicable regulations and/or policies of Stewart & 
Mackertich, in circumstances where Stewart & Mackertich might be acting in an advisory capacity to this company, or in certain 
other circumstances. 

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no 
independent verification has been made nor is its accuracy or completeness guaranteed. This Research Report and information 
herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy 
or sell or subscribe for securities or other financial instruments. Securities as defined in clause (h) of section 2 of the Securities 
Contract Act, 1956, includes Financial Instruments, Currency and Commodity Derivatives. Though disseminated to all the 
customers simultaneously, not all customers may receive this Research Report at the same time. Stewart & Mackertich will not 
treat recipients as customers by virtue of their receiving this Research Report. Nothing in this Research Report constitutes 
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to 
your specific circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all 
investors, who must make their own investment decisions, based on their own investment objectives, financial positions and 
needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The 
recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes 
in interest rates, foreign exchange rates or any other reason.  
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Stewart & Mackertich accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this Research 
Report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure 
Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from 
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. The 
information given in this report is as of date of this report and there can be no assurance that future results or events will be  
consistent with this information. The information provided in this report remains, unless otherwise stated, the copyright of 
Stewart & Mackertich. All layout, design, original artwork, concepts and intellectual Properties remains the property and 
copyright of Stewart & Mackertich and may not be used in any form or for any purpose whatsoever by any party without the 
express written permission of the Stewart & Mackertich. 

Stewart & Mackertich shall not be liable for any delay or any other interruption which may occur in presenting the data due t o 
any reason including network (Internet) reasons or snags in the system, breakdown of the system or any other equipment, 
server breakdown, maintenance shutdown, breakdown of communication services or inability of Stewart & Mackertich to 
present the data. In no event shall Stewart & Mackertich be liable for any damages, including without limitation direct or 
indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by the 
Stewart & Mackertich through this report. 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a) Exchange 
Rates can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by numerous market 
factors, including world and notional economic, political and regulatory events, events in Equity & Debt Markets and changes in 
interest rates; and (c) Currencies may be subject to devaluation or government imposed Exchange Controls which could affect 
the value of the Currency. Investors in securities such as Currency Derivatives, whose values are affected by the currency of an 
underlying security, effectively assume currency risk. 

Since associates of Stewart & Mackertich are engaged in various financial service businesses, they might have financial interests 
or beneficial ownership in various companies including the subject company/companies mentioned in this Research Report. 

Stewart & Mackertich and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwid e 
may: (i) from time to may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged in 
any other transaction involving such Securities and earn brokerage or other compensation or act as a market maker in the 
Financial Instruments of the Subject Company/ companies mentioned herein or act as  an Advisor or Lender/Borrower to such 
Companies or have other potential/material Conflict of Interest with respect to any recommendation and related information 
and opinions at the time of the publication of the Research Report. Or at the time of Public Appearance. Stewart & Mackertich 
does not have proprietary trades but mat at a future date, may opt for the same with prior intimation to Clients/ Investors and 
extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore should be considered as 
interested. The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any 
particular Investor; Clients/ Readers/ Subscribers of this Research Report are requested to take independent professional advice 
before investing. The information provided herein should not be construed as invitation or solicitation to do business with 
Stewart & Mackertich. 

Stewart & Mackertich or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity 
securities of the Company mentioned in the Research Report as of the last day of the month preceding the publication of the 
Research Report.  

Stewart & Mackertich encourages independence in Research Report preparation and strives to minimize conflict in preparation 
of Research Report. Accordingly, neither Stewart & Mackertich and their Associates nor the Research Analysts and their relatives 
have any material conflict of interest at the time of publication of this Research Report or at the time of the Public Appearance, 
if any.  
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Stewart & Mackertich or its associates might have managed or co-managed public offering of securities for the subject company 
or might have been mandated by the subject company for any other assignment in the past twelve months. 

Stewart & Mackertich or its associates might have received any compensation from the companies mentioned in the Research 
Report during the period preceding twelve months from the date of this Research Report for services in respect of managing or 
co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a merger or  
specific transaction from the subject company. 

Stewart & Mackertich or its associates might have received any compensation for products or services other than investment  
banking or brokerage services from the subject companies mentioned in the Research Report in the past twelve months.  

Stewart & Mackertich or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever 
from the subject companies mentioned in the Research Report or third party in connection with preparation of the Research 
Report. 

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions. 

The Research Analysts might have served as an officer, director or employee of the subject company. 

Neither the Research Analysts nor Stewart & Mackertich have been engaged in market making activity for the companies 
mentioned in the Research Report. 

Stewart & Mackertich may have issued other Research Reports that are inconsistent with and reach different conclusion from 
the information presented in this Research Report.  

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or www.bseindia.com, 
www.mcxindia.com and/or www.icex.com.  

Stewart & Mackertich submit’s that no material disciplinary action has been taken on the Company by any Regulatory Authority 
impacting Equity Research Analysis activities in last 3 years.  

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or res ident 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 Stewart & Mackertich and 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 document may come are required to inform themselves of and to 
observe such restriction. 
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Sudipto Datta, Compliance Officer  

Stewart & Mackertich Wealth Management Ltd.  

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 
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