
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
  

 

JSW Group ventured into paints earlier this month with JSW Paints 
eying a slice of the domestic paints industry, which has registered 
steady CAGRs of about 14% in revenue and 10–11% in volume over 
FY09–19. We believe the paints’ industry growth is colour-fast given 
rising urbanisation and the government’s thrust on infrastructure. 
That said, unlike a sector like telecom, breaking into the paints 
industry may be far-fetched as entry barriers are stiff—a well-
spread dealer network, strong brand value through huge/continued 
A&P spends, constant R&D and product innovation. Hence, we do 
not believe JSW poses a serious threat, particularly to large 
incumbents. We remain positive on Asian Paints and Berger Paints, 
and expect these majors to retain their sheen being key 
beneficiaries of a potential demand recovery and GDP revival. 
 
JSW’s game plan 

With an investment of INR6bn in the paints business, JSW targets to clock revenue of 

INR6bn in FY20 and INR20bn at full capacity by FY22. It thus aims to storm into the top 

three paint brands in India by FY25 grabbing a market share of 10%. The company 

would manufacture and market both industrial coatings and decorative paints. It made 

a debut in Karnataka in south India and plans to complete the rollout in southern and 

western markets by Q2FY20. It would then expand pan-India by FY22. 

 

USP: One price for all shades 
In decorative paints, JSW Paints’ USP is centred on offering the entire palette of shades 

in a particular range at the same price; competitors, in contrast, fix prices by shade. At 

the launch, the company announced a selling price of INR477/litre for all shades in the 

starting range (it has three ranges – Halo, Aurus and Pixa – offering 1,808 shades). 

Asian Paints’ (APL) management noted at its recent analyst meeting that JSW Paints’ 

uniform pricing should not affect APL as paint retailers anyway sell most shades of a 

particular range at uniform prices to customers.  

 

Innovative distribution strategy, but will it work? 
To build its retail network, JSW Paints will deploy a hub-and-spoke model. It will 

create ‘tinting spokes’ near dealer locations, thereby freeing dealers from having to 

do tinting. From this point, JSW will either supply to dealers or directly to customers. 

JSW will work on marketing while dealers will have to display only sample cans, which 

would reduce dealers’ cost. The company plans to have five hubs in each state; each 

hub would service 100–200 dealers in paint tinting. In our view, this is an innovative 

strategy to reach the market given space and cost challenges at dealer-end in the 

paints market. However, operational efficiencies in terms of time and cost must be  

monitored since the hub-and-spoke model could cause delays in the final delivery of 

products to end consumers.  
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Face-off between new entrants and incumbents  

We believe that unlike India’s telecom sector wherein Reliance Jio’s entry has been hugely 

disruptive, the paints segment is inherently immune to such a shakeup. First off, it took major 

paints companies many years of persistent efforts to establish strong dealer networks. Asian 

Paints leads the pack with a formidable network of about 60,000 dealers and Berger follows 

with 28,000. A strong dealer network is the backbone of the paints business. As for new 

entrants, building a dealer network would be a challenge as dealers could be reluctant to 

hold onto their stock – despite higher margins – as product off-take could be limited. Thus, 

higher margins may not compensate for lower volume traction.  

 

Second, incumbents have been spending 4–6% of revenue towards A&P to build their 

respective brands. For JSW, a higher A&P spend would prove to be a drain on its earnings and 

would, hence, pull down its returns on invested capital. Moreover, R&D and product 

innovations are integral to paint companies. The bigger players have been incurring about 

0.5% of revenue towards recurring R&D expenses, which has helped them launch innovative 

products across multiple segments. 

 

For instance, Berger forayed into paints for marine segment, launched ´Express Painting´ 

service that speeds up the painting process and makes it hassle-free. Asian Paints’ “On Time 

Painting” helps complete the painting process in 3–7 days. As part of its décor offering called 

“Ultima Wall Art”, it recently launched licensed wall stickers in the Marvel Avengers range. 

Besides, the “ezycolour” online colour consultancy service provides a digital preview of 

recommendations from a colour expert, among others. 

 

Third, industry leaders Asian Paints, Berger Paints and Kansai Nerolac are expanding 

capacity. Asian Paints is setting up two large plants—one in Vizag (Andhra Pradesh) with 

0.5mn KLPA capacity at capex of about INR18bn and the other in Mysuru (Karnataka) with 

0.6mn KLPA capacity at capex of INR23bn in two phases. Out of this, 0.3mn KLPA has been 

commissioned at each plant under phase I at capex of about INR19bn until end-FY19. This 

increases Asian Paints’ capacity by 50% from 1.2mn KLPA to 1.8mn KLPA. 

 

Berger Paints is setting up a greenfield unit at Sandila (Uttar Pradesh) at capex of INR2bn; 

the unit is scheduled for completion in FY21. The second phase of the Jejuri (Maharashtra) 

unit expansion at capex of INR0.8bn has begun; it will be completed in FY20. The plant will 

have estimated capacity of 27,000 KLPA of paints and 12,000 MTPA of resin.  

 

Kansai Nerolac is also expanding capacity via three greenfield projects, increasing capacity 

by ~40% from 0.39mn KLPA in FY18 to 0.55mn KLPA by end-FY20 at total capex of INR11bn. 

 

Thus, we believe new entrants would find it tough to break fresh ground in the paints 

industry, especially in terms of wresting market share from major incumbents. 

 

  

JSW Paints’ range in decoratives: 
Halo, Aurus, and Pixa 
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Chart 1: Paint industry’s strong growth trajectory (14% CAGR over FY09–19) 

 
Source: Company, Edelweiss research 

 

Table 1: A&P spend as percentage of sales 

 
 Source: Company, Edelweiss research 

 

 

Table 2: R&D spend as percentage of sales 

 
Source: Company, Edelweiss research 

 

Table 3: Dealer network of established players 

 
Source: Company, Edelweiss research 

 

JSW’s game plan to emerge as key player in industry 

JSW Paints made a debut in Karnataka (Bengaluru and Hubballi) in south India and plans to 

complete the rollout in southern and western markets by Q2FY20. It will then expand pan-

India by FY22. The group has invested ~INR6bn in the paints business and targets to clock 

revenue of INR6bn in FY20 and INR20bn at full capacity by FY22, and thus emerge among 
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Size in INRbn

% of Revenue FY13 FY14 FY15 FY16 FY17 FY18

Asian Paints 4.6      4.9      5.2      5.9      3.6      3.8      

Berger India 5.6      5.8      6.8      7.1      4.7      5.1      

Akzo Nobel 5.1      5.0      4.3      5.0      3.8      3.5      

Kansai Nerolac 3.6      3.9      4.1      6.0      6.0      5.8      

% of Revenue FY13 FY14 FY15 FY16 FY17 FY18
Asian Paints 0.5      0.5      0.5      0.5      0.5      0.5      

Berger India 0.2      0.2      0.2      0.2      0.3      0.3      
Akzo Nobel 0.5      0.4      0.4      0.4      0.2      0.5      

Kansai Nerolac 0.6      0.5      0.5      0.5      0.5      0.5      

Gross number 
of dealers

Asian Paints 60,000                                     

Berger Paints 28,000                                     

Kansai Nerolac 18,000                                     

Akzo Nobel 10,000                                     
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the top three paints’ brands in India by FY25 with a market share of 10%. The company will 

manufacture and market both industrial coatings as well as decorative paints.  

 

In industrial coatings, the company has commenced operations with a plant for industrial coil 

coatings at Vasind, Maharashtra, with annual capacity of 25,000KL. The company will supply 

industrial paints from Vasind plant to JSW Steel for making colour-coated sheets. Incidentally, 

JSW Steel is ramping up its colour-coated sheet capacity to 2 MTPA from 0.7 MTPA in 18 

months, and would require about 40,000 KL of paints. 

 

According to management, the value of paints supplied to JSW Steel will generate a revenue 

of INR8-10bn. Moreover, all the steel companies sourcing hot-rolled coil from JSW Steel for 

making colour-coated products would be potential clients for JSW Paints. 

 

In the decorative paints segment, a water-based decorative paint plant with 100,000KL 

annual capacity has been opened at Vijayanagar, Karnataka. It will offer a range of only 

water-based paints for interior and exterior walls, wood, and metal. Water based paints are 

increasingly getting popular due to superior aesthetics, durability, washability, and 

environmental benefits.  

The water-based paints segment is the fastest growing in the Indian paints industry. JSW 

Paints will offer 1,808 shades across three ranges—Halo, Aurus, and Pixa. It aims to achieve a 

market share of 5% within three years and double it to 10% within five years in the 

decorative paints segment. The company intends to disrupt the market by fixing a price of 

INR477/litre for all shades in the starting range, unlike its competitors who fix prices based 

on colours. However, Asian Paints’ (APL) management said at the recent analyst meet that 

JSW Paints’ uniform pricing will not affect APL as paint retailers anyway sell most shades of 

a particular range at uniform prices to customers. JSW Paints has also launched Halo Fresh, a 

fragrance that overcomes the odour emitted during/after painting (when mixed with paint).  

 

To build its retail network, the company will deploy a hub-and-spoke model. JSW will 

create ‘tinting spokes’ near dealer locations, thereby freeing dealers from having to do 

tinting. From this point, JSW will either supply to the dealers or directly to customers. JSW 

will work on generating demand while dealers will have to display only sample cans, thus 

reducing dealers’ cost. The company will have five hubs in each State, each hub would 

service 100-200 dealers in paint tinting. In our view, this is an innovative strategy to reach 

the market given space and cost challenges at dealer-end in the paints market. However, 

operational efficiencies in terms of time and cost must be monitored since the hub-and-

spoke model could cause delays in the final delivery of products to end consumers. 

 

Decorative segment will contribute 75% of the business' revenue, with the remaining 

contribution coming from the industrial segment.  

 

JSW Paints is aiming for capacity of 1mn KLPA by FY25. This is quite aggressive in our view 

considering that Asian Paints managed to reach about 1.2mn KLPA of capacity over >50 years.  

 

Table 4: Capacity of large paints’ companies 

 
Source: Company, Edelweiss research 

 

Existing capacity (in mn KL p.a.) Years of operation

Asian Paints 1.8 1942

Berger India 0.6 1923

Kansai Nerolac 0.5 1920
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Other pursuits of JSW 
When JSW ventured into the cement sector in 2006, it had shown similar aggressiveness. 

However, JSW Cement has been undershooting its targets. About four years ago, the 

company had set a target to expand production capacity from 6.8mn tonnes then to 17mn 

tonnes by April 2018. However, it has fallen short of the target languishing at 12.6mn, and is 

now targeting 20mn tonnes by FY21. 

 

Indian paint industry: In a sweet spot 

The Indian paints industry can be classified into two broad categories, viz., decorative and 

industrial. Decorative paints include higher-end acrylicexterior and interior emulsions, 

medium-range exterior and interior paints, low-end distempers, wall putty, wood coatings, 

cement paints, primers, and thinners and putties. This category accounts for about 75% of 

the paint market in India and is growing at faster pace than the overall paint segment. The 

other segment, industrial paints, essentially comprises general industrial, automotive, 

protective and powder coatings, automotive refinish coatings, coil coatings, can coatings and 

marinecoatings. It makes up the balance ~25% of the paint market.  

 

Within the overall paint market (~INR570bn market at end-FY19), organised made up about 

65% and unorganised 35%. In recent times, the proportion of unorganised segment has been 

steadily declining, which has been lapped up by the leaders such as Asian Paints. Within 

organised players, Asian Paints boasts a market share of about 58%, followe by Berger Paints 

at 18%, Kansai Nerolac at 15% and Akzo Nobel at 9%. The residual share is held by multiple 

small players, such as Shalimar Paints etc.  

 

Over the past decade, the domestic paints industry has registered a revenue CAGR of 14% 

and volume CAGR of ~10-11%. In spite of the strong 14% revenue CAGR over the past 

decade, there’s room to deliver high single to low double-digit volume growth by Indian 

paints’ companies over ensuing years in our view.  

 

The primary drivers of such growth are: 1) rising urbanisation; 2) truncated paint cycles; 3) 

the government’s thrust on mega infrastructure projects and Housing for All initiative; and 4) 

increased penetration in tier IV–VI cities. Such consistent growth has not only attracted 

MNCs (such as Jotun, Nippon, Akzo Nobel), but also allured domestic corporate houses (such 

as JSW group) to capitalise on the opportunity.  

 

MNCs yet to make a mark  

Historically, many multinational paints’ companies such as, Akzo Nobel, Jotun and Nippon 

Paints have entered the Indian market with big plans. Despite financial support from parent 

companies, the MNCs have not been able to make a mark in the Indian paints industry due to 

the restrictive steep entry barriers - ongoing continued ad spends and thus brand creation, 

extensive distribution network, innovation and R&D. In fact, domestic players Asian Paints 

and Berger Paints have been able to wrest market share somewhat from MNCs such as Akzo 

Nobel, Kansai Nerolac, etc (refer to the chart below). 
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Chart 2: Market share of top paint companies in India 

 
Source: Company, Edelweiss research 

 

Overall, we believe new players even with their strong balance sheets will not ruffle the 

feathers of established domestic companies – Asian Paints and Berger Paints. On the contrary, 

incumbents will extend their steady growth rates in the future as well in our view.  

 

In short, we believe JSW’s entry into the paints segment would not queer the pitch of 

established domestic paints players, namely Asian Paints and Berger Paints. 

 

Appendix: Excerpts from interviews with Parth Jindal 

 

The launch of the paints business was expected last year. 

We had challenges in completing our factories. We were planning on launching last 

November and we have been pushed back by six months. The paint industry is highly prone 

to fire, so there are lots of safety regulations to conform with, lots of intricacies in putting up 

the plant and there are very few skilled contractors to set up paints plants and they were 

busy commissioning Asian Paints’ plants in Vizag and Mysore. We used that time instead to 

increase our network penetration. 

 

What’s the game plan with paints? 

Parth Jindal: We have two plants, at Vasind for industrials with 25,000 kilolitre (kl) per annum 

capacity and Vijayanagar for decorative paints with 100,000 kl but it has been built for 

200,000 kl. We looked at inorganic opportunities to enter the industry but given the 

valuations in paint and the earnings multiple that they command, the build-versus-buy 

decision was very simple. Buying is extremely expensive. Once we have critical mass, if an 

acquisition looks attractive, then we will think of buying something. There’s ₹250 crore of 

equity and about ₹350 crore of debt. Axis Bank is the sole banker. The investment is for 

125,000 kl capacity. We will need another investment of ₹400 crore to increase this to 

225,000 kl. We have launched now in Hubli and Bengaluru and every month from now, we 

will launch in a southern city. This year we are targeting revenue of ₹600 crore, next year we 

want to double it and then reach ₹2,000 crore by FY22. 

Source: Mint 
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Take us through your plans for the paint business? 

We are looking at the first city launch around April and will start with South India and 

gradually add more cities for decorative paint. The city launch is for Bangalore, Hyderabad, 

Kerala and Tamil Nadu, and is expected to be pre-monsoon. The total investment outlay for 

this business is Rs 1000 crore, of which Rs 600 crore has already been spent. The remaining 

Rs 400 crore will be invested in the next 18 months time. 

Source: Business Standard 

 

Fig. 1: JSW Paints product launch (Halo, Aurus, and Pixa) 

 
Source: Company 

 
 
  



 

 

 
8  Edelweiss Securities Limited 

Consumer Goods 
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Rating Interpretation 

  

 

Buy appreciate more than 15% over a 12-month period 

Hold appreciate up to 15% over a 12-month period 

Reduce depreciate more than 5% over a 12-month period 

Rating Expected to 

 

27-May-19 Emami Volume recovery key; 
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Positive; Result Update 

358 Hold 

27-May-19 Colgate 
Palmolive 

Results in line; share recovery 
key to re-rating;                
Result Update 

1,180 Hold 
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subsidiaries; Result Update 

42 Buy 
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agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in 
this research report should be effected through Edelweiss Financial Services Inc. 
 
Disclaimer for U.K. Persons 

The contents of this research report have not been approved by an authorised person within the meaning of the Financial 
Services and Markets Act 2000 ("FSMA").  
 
In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the 
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated 
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being 
referred to as “relevant persons”). 
 
This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment 
activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant 
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This 
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other 
person.  
 
Disclaimer for Canadian Persons 

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have 
prepared the research report.  The research analysts preparing the research report are resident outside the Canada and are not 
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by 
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario 
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research 
analysts' business or relationship with a subject company or trading of securities by a research analyst. 
 
This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) 
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client").  If the recipient of this report is not an 
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to 
the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person. 
 
ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain 
international advisers and/or dealers.  Please be advised that (i) ESL is not registered in the Province of Ontario to trade in 
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or 
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) 
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for 
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada. 
 
Disclaimer for Singapore Persons 

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No. 
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to 
persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures 
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"), 
sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any 
financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact 
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for 
private investors. 
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