
Asian Paints 
 

Asian Paints is the largest paint company in India, with 7,500 employees. It is the 9th largest 

paint company in the world. It generates 3x more sales than Berger Paints, its nearest 

competitor. Its vision is to be the leader in decorative paints and to empower customers to 

create their dream homes actively. 

 

Paints can be categorized into decorative and industrial segments. Decorative paints are less 

dependent on technology and have organized and unorganized players. Industrial paints are 

technology-heavy and only have organized players. Decorative paints contribute to 75% of 

industry turnover, and industrial paints generate the remaining 25%. 

 

Asian Paints generates 95% of its revenue from decorative paints, 3% from industrial paints, and 

the remaining 2% comes from home improvements. It is growing its volumes at double digits. 

The value split between urban and rural is 50:50. 

 

It has a dense distribution network with 140 depots covering 65,000 to 70,000 shopkeepers all 

over the country. It’s continuing to expand this network for the last 30-40 years. It can service 

most of the dealers within 3 to 6 hours. 

 

It doesn’t have any distributors, and it directly sells to the dealers. Customers trust its brand, 

and for many its brand name is a synonym for paints. Customers depend on painters to get their 

homes painted. Apart from the dealers and customers, it nurtures its relationship with painters. 

 

The paints industry is raw material intensive, with over 300 raw materials involved in the 

manufacturing process. The raw materials majorly used are pigments (gives paint the color), 

solvents (make it easier to apply), resins (help it dry), and various additives. 

 

One of the key pigments widely used is titanium dioxide (TiO2), forming around 25% of the 

paint content. Crude oil is another raw material. Both TiO2 and crude oil needs to be imported, 

causing COGS to be dependent on both raw materials. 

What are the competitive advantages of Asian Paints? 
 

The top players in the organized sector include Asian Paints, Berger Paints, Kansai Nerolac, and 

Akzo Nobel. Together, they control ~70% of the market. Asian Paints is the leader in decorative 

paints and Kansai Nerolac is the leader in industrial paints. 

 

Asian Paints earns ~2x more profits than the next three organized players combined. Its dealer 

network is ~2.5x more than Berger Paints. It makes 300 basis points more on gross and 

operating margins than the second-highest player. How could Asian Paints achieve this 



outperformance? A picture is worth a thousand words. This statement is even more true when 

comparing key metrics for multiple companies. 

 

 

 

Champaklal Choksey laid the foundation of Asian Paints. He chose the decorative retail segment 

instead of industrial paints as it had the potential of building sustainable strengths around 

relationships with dealers and strong brand recall with customers. 

 

Brand: Asian Paints is the only paint company which has strong brand recall even for its 

sub-brands, both in economy, like Gattu and Utsav, as well as for premium products, like Royale 

and Apex. All the other paint companies have been able to create brand recall for only the 

mother brand, like Nerolac, Dulux, and Berger. 

 

Dealer Network: In 1969, Choksey decided to bypass wholesalers and distributors and 

directly dealt with the dealers. Choksey removed distributors from their supply chain as they 

were taking 20% of the margin. It promised dealers to deliver goods 3-4 times daily. 

 

The local dealers do not know what will sell at 8 pm today. Asian Paints trucks come 3-4 times a 

day, and everything gets sold within a few hours. Even though the margins are lower, the high 

inventory turnover generates a decent return on investment for the dealers. 

 

It is a win-win arrangement for Asian Paints and all its dealers. It does 2.5 to 3 lakh daily 

deliveries. Berger, 2nd best player, does 40,000 deliveries. It has a cash conversion cycle of 20 

days, compared to 45 days for Berger paints. 

 



Technology: It invests heavily in technology. KBS Anand, CEO of Asian Paints, came from 

IIT-B, and at that time, he told Asian Paints mainframe was better than IIT-B. In the 1970s, it 

invested eight crores in supercomputers. It was two decades ahead in the game compared to 

other big players. 

 

It collects ten times more data than its competitors, helping it to better forecast demand and 

improve service levels across the country, and helping dealers clear their inventory within a few 

hours. 

What can disrupt Asian Paints? 
 

Paints are hard to ship as they are heavy, and it's weight-to-value ratio is very high. Also, paints 

have a large number of SKUs that make it hard for eCommerce players to disrupt the 

brick-and-mortar dealer network. The excerpt below from Sherwin-Williams conference call is 

instructive in how eCommerce is playing out for paints in the US markets. 

 
Paint is also hard to ship. It's heavy and it's -- the weight-to-value ratio is very high. Many air 

carriers will not take paint airfreight, mainly because if the cap blows off, it paints the inside 

of the cargo hold, which can be really problematic when it paints over labels. But it is 

challenging to -- the traditional e-commerce platform is very challenging in this market. We 

don't necessarily look at it as where the competitive risks are. We see this as a huge 

opportunity. Having the brick-and-mortar platform that we have really enhances our ability 

to launch this capability. — Robert J. Wells, SVP of Corporate Communications (2017) 
 
In India, do-it-yourself (DIY) is at nascent stages. In 1980, the cost of painting a house was split 

10:90 between labor and paint. It is around 65:35 today and estimated to become 90:10 in the 

2030s. 

 

It will increase DIY customers and give rise to big-box retailers, who will squeeze the paint 

companies for margins. They could sell private labels at 5–10 percent lower prices compared to 

the incumbents, and also offer value-added services to consumers. 

 

To protect itself from disruption, it launched Asian Paint Homes (AP Homes) is a multi-category 

store offering products and solutions across categories of paints, kitchen, bath fittings, 

sanitaryware, and light fittings. It intends to convert its existing mom-and-pop store network 

into a one-stop shop for all the needs of the evolving paint customer. 

How to think about the valuation of Asian Paints? 
 

Asian Paints is selling at 62 times earnings. What IRR would an investor make by buying Asian 

Paints at the current levels and holding it for the next ten years? Any future projections, 

including mine, must not be taken seriously. 



Revenue ₹20,594  Tax rate 25%  Cash + Invest ₹2,438  Current value ₹168,776 

Growth rate 15%  Reinvestment 45%  FCF ₹30,923  Future value ₹325,603 

Operating Margin 16%  Exit Multiple 30  Terminal value ₹292,242  IRR 7% 

 

Paints grow with the country. The paint industry growth tends to be between 1.5 to 2 times GDP 

growth. Our per capita consumption is 3.75 kgs, which is low compared to the global average of 

12-15 kgs. If Asian Paints grows its topline between 12-15%, then the expected IRR over the next 

ten years will be around 4-7%. I would like to highlight a couple of things before I end this post. 

 

1. In the last eight years, Asian Paints compounded its sales by 12%. However, in the 

previous five years, it only compounded its sales by ~9%. Can it grow its topline at or 

above 12% over the next ten years? 

 

2. How did I arrive at an exit multiple of 30? Is it arbitrary, or is there some logic behind it? 

PE multiple is a function of earnings growth and return on invested capital (ROIC). I 

would highly recommend reading Michael Mauboussin’s excellent paper on What Does a 

Price-Earnings Multiple Mean? The table below shows what multiple to expect at 

different growth rates and ROIC. The multiple will be high if earnings grow fast, and 

ROIC remains high. 
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Disclaimer: I own shares of Asian Paints. This is not a recommendation to buy, sell, or hold. I 

am not a SEBI registered analyst. I wrote this document to organize my thoughts and deepen my 

understanding about the company and the industry. I am sharing it so that you can learn 

something from this. 
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