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Indigo Paints (INDPAI)

CMP: %1150 Target X 1445 (26%) Target Period: 12 months

August 17, 2026

Re-painting aggressive growth story...

About the stock: Indigo Paints (IPL) incorporated in 2000, is India’s one of the
fastest growing decorative paint company. The company’s product profiles ranges
across cement paints, putty, Emulsions, wood coatings and primers & distempers.
IPL has 1 facility in Rajasthan, 1 in Tamil Nadu and Kerala each. The company has
also entered waterproofing and construction chemical category through its

INDIGO

Be surprised!

L R Particuar Amount
subsidiary, Apple Chemie.
. . Market Capitalisation (Rs crore) 5483
Investment Rationale: Debt [FY26) - Rs crore 16
IPL to return to double digit growth through aggressive growth strategies: Cash (FY26) - Rs crore 32
Intensified competition from new entrant and muted demand environment E\zlﬁzec;:fl_) & 1346/53?)(8)
moderated IPL’s revenue CAGR to ~4% over FY24-26. With improving demand Equity capital (Rs crore) 157
environment (especially in the rural market) and easing of competitive pressure, IPL’s  Face value (Rs) 10

management is targeting aggressive revenue growth through revamped marketing
and trade strategies in the coming years. It started FY27 on strong note by registering

A h N > Sep-25 Dec-25 Mar-26 Jun-26
~20% revenue growth in Q1FY27, driven by mix of double-digit volume growth
(across portfolio) and double-digit value growth (price-led growth). It will become ::Irl°m°ters ii'g iig 53'2 52'2
more aggressive in offering higher trade margins and promoting premium products 19:7 511 23_'0 25:3
through influencers/digital marketing to widen the revenue growth gap compared Gipare [V LY ok AT
with industry in the coming quarters. This will be supported by strong backend _
initiatives such as capacity augmentation and distribution expansion in the coming
years. IPL’s dealers’ strength increased by 826 dealers on YoY basis to 19,382 in 1000 28000
Q1FY27. Revenue per dealer has grown by ~15% YoY, indicates focus on sweating 7> zeo0e
existing dealer base to drive more growth. Overall, the company is well-poised to 300 Feona
clock revenue CAGR of 14% over FY26-28E. " oo e
IPL has better margin profile compared with large peers: IPL’s EBIDTA margins at o Zz:
~18% is equivalent to some of the large listed peers. Its gross margin at 46% is g. i;“ ;; g “""5“,. § '
highest compared with industry average of 40-41% on back of its better product mix D
(high margin differentiated products contributes ~30% of revenues). The company is NIFTYEQ ——Indigo Faints

ready to let-go some of the gross margins to offer higher trade margins or discounts
to customers to clock better volume growth in the coming years. Though the gross
margins are expected to taper a bit, the improving operating leverage and systematic
advertisement spend would help EBIDTA margins to remain in the range of 18-19%
in the near term. Increasing contribution of high margin products, operating
efficiencies and stable input prices will help margins to improve in the long run.
Augmented capacity to support growth aggression; no-major capex plan till
FY29; FCF to improve ahead: IPL invested ~Rs.350cr to augment its capacity in the
water-based paints and solvent-based paints categories to provide a strong back-
end support to its aggressive growth plans in the coming years. Production at the
new solvent-based plant (12,000 KLPA) and the expanded putty plant at Jodhpur
have already commenced in FY26, while Water-based paint unit with a capacity
90,000KLPA will be operational by Aug,26. With this expansion, the company
doesn’t envisage any further capex until FY29. Thus free-cash flow is expected to
improve over the next 2 years. Further with scale-up in revenues and stable margins,
the return profile of IPL is expected to improve with RoE/RoCE likely to improve to
19%/23% in FY28E from 14%/17% in FY26.

Rating and Target Price: Recovery in the decorative paint demand and
management aggression to drive industry leading growth augurs well for IPL to
achieve Revenue and PAT CAGR growth of 14% and 23% respectively over FY26-
28E. We recommend a Buy with a price target of Rs1,445(valuing at 30x its FY28E
EPS of 48.2).

(i) Significant increase in the raw
material prices to impact gross
margins.

(iii) Increase in the competition from
peers.
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Key Financials (R crore) Fv24 Fv25 Fv26 2 Y::;;;“_\ZGGF; FY27E FY28E 3 \((::; s‘f‘;‘:;
Revenues 1306.1 1340.7 1405.0 37 1653.0 1837.4 14.4
EBIDTA 238.1 2335 254.8 3.4 305.1 352.2 17.6
EBIDTA Margins (%) 182 17.4 18.1 185 192
Adjusted PAT 14838 142.2 152.3 1.2 195.2 229.6 22.8
EPS (Rs.) 31.2 29.8 32.0 41.0 48.2
PE () 36.8 385 36.0 28.1 23.9
EV to EBIDTA (x) 23.0 236 218 17.8 155
RoIC (%) 28.1 20.5 20.5 24.1 25.8
ROCE (%) 2256 183 17.0 20.4 23.4

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its 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

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research

Head - Research

ICICI Direct Research
Desk,

ICICI Securities Limited,
Third  Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Kaustubh Pawaskar, PGDBA (Finance), Abhishek Shankar, PGDM-RM, Sonal Rajpal, PGDM Research Analysts, authors and the names subscribed to this report, hereby certify that all
of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. 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 report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

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

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock’s price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The 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 ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities 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 ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This 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 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. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this 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 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. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this 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.

ICICI Securities 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.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities 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 report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report
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