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CMP: X874 et 1,170(34%) et Period: 12 months BUY
November 2, 2026 -
Weak Q2; sequential improvement in margins expected.. . ng, ;
About the stock: Indigo Paints (IPL) incorporated in 2000, is India’s one of the N = J ’
fastest growing decorative paint companies. The company’s product profiles INDIGO

ranges across cement paints, putty, Emulsions, wood coatings and primers &
distempers.

Q2FY27 performance: IPL’s consolidated revenues grew by 15% YoY to Rs.358.8cr.
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Standalone revenues grew by 14.1% YoY while Apple Chemie grew by 35% YoY in
Q2FY27. Higher input costs led to 643bps YoY decline in gross margins to 38.3%. Market Capitalisation (X crore) 4167
Debt (FY26) -X crore 110

EBITDA margins declined by 628bps YoY to 8.6% in Q2FY27. EBITDA declined by
33.5% YoY to Rs.31lcr while Adjusted PAT declined by 47% YoY to Rs.13.4cr in

Cash (FY26) - X crore 32

EV (Rs crore) 4245
Q2FY27. ] 52-week H/L (%) 1346 /708
Investment Rationale: Equity capital (X crore) 47.7
Revenue growth to improve in H2FY27 led by price hikes and better mix: |PL’s Face value ) 10

consolidated revenues grew 15.8% YoY to Rs.358.8cr in Q2FY27. Standalone net
revenues grew 14.1% YoY to Rs.340.5cr, while gross revenues grew by ~18% YoY.
Lower net revenue growth is attributable to discounts of ~3-4% extended during the

Dec-25 Mar-26

Jun-26 Sep-26

) . X i Promoters 53.9 53.9 53.9 53.8
quarter, along with an unfavourable product mix (lower priced emulsion sales). 112 74 54 57
Management highlighted that it has consciously shifted the promotion and b 21.1 23.0 253 24.9
distribution of premium emulsions to Q3FY27, considering the extended festive Others 13.8 157 15.4 15.6

season this year. Apple Chemie continued its strong growth trajectory, with revenues
growing 35.3% YoY to Rs.18.4cr in Q2FY27. In H1FY27, consolidated revenues grew
17.3% YoY to Rs.728.4cr, with standalone and Apple Chemie revenues growing
16.4% and 38%, respectively. Going ahead, management indicated an improvement
in demand conditions, with October witnessing robust demand. The company
expects a better product mix in Q3FY27, led by premium emulsions, while Q4 is
seasonally a strong quarter. On the pricing front, IPL has undertaken price hikes of
~10-11% in H1FY27 and plans to take a further 5-6% hike in H2FY27, taking the
cumulative price increase to ~16-17% for FY27. The benefit of these price hikes is
expected to reflect more meaningfully in H2FY27, supporting value growth alongside
stable volume growth. Hence, we expect a high teens revenues growth in FY27.
Margins to recover from Q3FY27 aided by better mix and improved realisation:
IPL’s consolidated gross margins declined by 643bps YoY to 38.3% in Q2FY27,
primarily due to higher input costs. The company had utilised its low-cost inventory
in Q1FY27, while the consumption of higher-cost inventory procured post March
2026 impacted gross margins in Q2FY27. Further, management highlighted an
impact of ~250bps on gross margins due to an unfavourable product mix.
Consequently, EBITDA margins declined by 628bps YoY to 8.6% in Q2FY27. For
H1FY27, gross margins declined by 384bps YoY to 41.5%, while EBITDA margins
declined by 187bps YoY to 12.8%. Going ahead, management indicated that it has
largely consumed the higher-priced raw material inventory by August 2026 and
expects gross margins to start recovering from Q3FY27. Further, product mix is
expected to improve in H2FY27, led by premium emulsions, with the festive season
and seasonally favourable period supporting higher premium product sales. The
cumulative price hikes of ~16-17% are expected to support realisations in H2FY27.
Overall, better product mix and price hikes taken by the company should help margin
recovery in H2FY27.

Rating and Target Price: We recommend a Buy with a revised price target of
Rs1,170(valuing at 25x its average FY28-29E EPS of 46.9).
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——— indigo Paints

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

(ii)Increase in the competition from
peers.
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Key Financials ( Crore) Fy24 FY25 FY26 2'5:‘:("22?;?“ FY27E  FY28E  FY29E 3'(’;?'2:3(;?
Revenues 1306.1 13407  1405.0 3.7 16663 18520 21027 14.4
EBIDTA 238.1 2335 2548 3.4 2803 3321 3837 146
EBIDTA Margins (%) 18.2 17.4 181 16.8 17.9 182
Adjusted PAT 148.8 142.2 152.3 1.2 169.2 204.1 243.0 16.8
EPS (Rs.) 313 29.8 31.9 355 42.8 51.0
PE (x) 28.0 29.3 27.3 24.6 20.4 17.1
EV to EBIDTA (x) 17.5 18.0 16.6 14.8 12.6 11.0
RolC (%) 28.1 20.5 20.5 20.9 23.0 25.6
RoCE (%) 22.6 18.3 17.0 17.9 215 24.7

Source: Company, ICICI Direct Research
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Q2FY27 - Key Performance highlights

Consolidated revenue grew by 15% YoY to Rs.358.8cr in Q2FY27.
Standalone revenue stood at Rs.340.5cr recording growth of 14.1% YoY in
Q2FY27. Apple Chemie (waterproofing subsidiary) registered strong
revenue growth of 35% YoY to Rs.18.4cr.

Category-wise, Putty & Cement Paints reported value growth of 12.6%
YoY (volumes remained flat), Emulsions grew by 13.3% YoY (10.4% YoY
volume growth), Enamels & Wood Coatings grew by 17.8% YoY (8.2% YoY
volume growth) and while Primers, Distempers & Others grew by 29.4%
YoY (9.4% YoY volume growth).

Consolidated gross margins declined by 643bps YoY to 38.3% due to
unfavourable product mix and high-cost inventory of raw material.

Consolidated EBIDTA margins declined by 628bps YoY to 8.6%.

Consolidated EBIDTA declined by 34% YoY to Rs.31cr and adjusted PAT
declined by 47% YoY to Rs.13.4cr.

: y-o-y q-o-q
Particulars Q2FY27 Q2FY26 (%) Q1FY27 (%)
Net revenue 358.8 312.1 15.0 369.7 -3.0
Material cost 221.2 172.3 284 204.9 7.9
Employee cost 36.8 311 18.3 36.4 1.2
Other expenses 69.8 62.1 12.4 66.3 5.2
Total expenditure 327.8 265.5 235 307.7 6.5
Operating profit 31.0 46.5 -335 62.0 -50.1
Other income 2.2 3.0 -274 10.2 -78.7
Interest expenses 0.7 0.7 5.6 0.6 29.9
Depreciation 15.7 15.1 4.5 15.6 0.8
Profit Before Tax 16.7 338 -50.7 56.0 -70.3
Tax 33 85 -617 143 -77.2
Adjusted PAT 13.4 25.2 -47.0 41.7 -67.9
Extra-ordinary gain / loss 0.0 0.0 - 0.0 -
Reported PAT 134 25.2 -47.0 41.7 -67.9
EPS (Rs.) 2.8 53 -46.9 88 -67.9
Margins Q2FY27 Q2FY26 bps Q1FY27 bps
GPM (%) 383 448 -643 446  -622
OPM (%) 8.6 149 -628 168 -815
NPM (%) 3.7 8.1 -436 113 -755
Tax rate (%) 19.6 25.2 -563 25.6 -598

Source: Company, ICICI Direct Research
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y-o-y

Particulars Q2FY27 Q2FY26 (%) Q1FY27
Total Revenue 340.5 298.5 14.1 350.0
Raw Material Cost 209.5 163.9 27.8 1914
Employee Cost 34.0 28.7 18.3 33.6
Other Expenses 66.7 60.0 111 63.1
Total Operating Cost 310.2 252.7 22.7 288.1
Operating Profit 30.3 458 -33.8 61.9
Other Income 2.0 27 -27.2 9.9
Interest & Other Financial Cost 0.6 0.5 11.6 0.5
Depreciation 145 13.9 4.4 14.4
Profit Before Tax 17.2 341 -495 56.9
Tax Expense 3.4 86 -60.2 14.6
Adjusted PAT 13.8 25,5 -45.9 42.4
Exceptional ltems 0.0 0.0 - 0.0
Reported PAT 13.8 25,5 -45.9 42.4
Adj. EPS (Rs) 29 5.4 -45.8 8.9
Margins Q2FY27 Q2FY26 bps Q1FY27
GPM (%) 385 451 -661 45.3
OPM (%) 8.9 153 -644 17.7

q-o-q
(%)
2.7
9.4
12
5.7
7.7
-51.0
-79.8
18.7
0.8
-69.7
-76.5
-67.4

-67.4
-67.4

-684
-879

Source: Company, ICICI Direct Research

Particulars Q2FY26
Cement paints + Putty -2.2
Emulsions 7.0
Enamels + Wood Coatings 5.7
Primers + Distempers +

Others 101

Q3FY26 Q4FY26 Q1FY27
5.5 12.6 21.2

0.2 10.5 17.1

18.9 7.2 17.6
12.5 14.9 29.7

Q2FY27
12.6
13.3
17.8

29.4

Source: Company, ICICI Direct Research

Particulars Q2FY26
Cement paints + Putty -6.8
Emulsions 3.9
Enamels + Wood Coatings 3.0
Primers + Distempers +

Others 102

Q3FY26 Q4FY26 QI1FY27
2.1 9.5 13.7

-3.4 11.2 12.3
20.2 5.4 9.8

7.4 9.6 18.3

Q2FY27
-0.2
104

8.2

9.4

Source: Company, ICICI Direct Research

H1FY27 - Key Performance highlights

e Consolidated revenues grew by 17.3% YoY to Rs.728.4cr in H1FY27.
Standalone revenues grew by 16.4% YoY to Rs.690.5cr. Apple Chemie
revenues grew by 38% YoY to Rs.38.1cr

e Consolidated gross margins declined by 384bps YoY to 41.5% in H1FY27
due to high raw material prices primarily in Q2FY27. EBITDA margins
declined by 187bps YoY to 12.8%.

e Consolidated EBITDA grew by 2.4% YoY to Rs.93cr and the adjusted PAT

grew by 7.4% YoY to Rs.55.1cr.
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Q2FY27 Earnings call highlights

e Demand and Industry Outlook

o The management highlighted demand has witnessed uptick since
start of October. It expects festive season in Q3FY27 to further aid
improvement in demand across the industry.

o Raw material prices almost doubled during March-April, following
geopolitical developments, before moderating in May-June and
rising again in July-August.

¢ Revenue Growth Guidance

o The company aims to grow its revenue by 1.5-2 times the industry
growth rate and remains aggressive on accelerating topline
growth. Management expects to outperform the industry in
Q3FY27 and Q4FY27.

o Festive season coupled with improved distribution and influencer
led marketing should help the company accelerate its revenue
growth momentum over the quarters ahead. Currently, the
management is focusing on aggressive topline growth ahead and
expects to sacrifice on margins to some extent to support ad
spends and expansion in distribution.

e Apple Chemie

o Margins remained constrained due to elevated raw material costs
and slightly higher promotional spends.

o Management expects Apple Chemie to sustain its growth
momentum as it expands into newer territories.

e Capacity Expansion

o The water-based plant at Jodhpur (with an annual capacity of
90,000 KL) commenced trial production in September. The plant is
undergoing trials, which are expected to be completed by the end
of November. Commercial production expected to begin from
December.

o Management does not expect any major capex of similar
magnitude over the next 2-3 years, as the recent capex cycle of
approximately Rs. 275 crore is largely complete. The management
expects a minimal capex of ~Rs.15-20cr over the next 2-3 years.

Revision in earnings estimates

We have revised downwards our earnings estimates to factor in below than earlier
expected EBIDTA margins impacted by inflated raw material prices. We have
introduced FY29E earning estimates through this note.

FY27E FY28E

(X crore)
Old New % Chg Old New % Chg
Net Revenues 1653.0 1666.3 0.8 1837.4 1852.0 0.8
EBIDTA 305.1 280.3 -8.1 352.2 3321 -5.7
EBIDTA margin (%) 18.5 16.8 (170) 19.2 17.9 (130)
bps bps
PAT 195.2 169.2 -13.3 229.6 204.1 -11.1
EPS (Rs.) 41.0 355 -13.3 48.2 42.8 -11.1

Source: Company, ICICI Direct Research
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Financial summary

(Year-end March) FY26 FY27E FY28E  FY29E (Year-end March) FY26 FY27E FY28E FY29E
Total Operating Income 1405.0 1666.3 1852.0 2102.7

Profit/(Loss) after taxation 139.4 156.6 186.5 221.6
Growth (%) 4.8 18.6 11.1 135
Raw Material Expenses 751.4 933.1 1010.3 1142.8 Add: Depreciqtion & Amortization 60.2 63.0 74.1 77.8
Gross Profit 653.6 733.2 841.8 959.9 Other income 13.0 12.6 17.6 21.4
Employee Expenses 1269 .1396 1577  .1766 Changes in the working capital 242 250 -171  -162
Freight Expenses 1194 150.0 162.1 184.0 - e
Ad & Sales Promotion Expenses 815 833 972 1104 CF from Operating activities 236.8 257.2 261.0 3047
Other Expenditure 71.0 80.0 92.6 105.1 (Purchase)/Sale of Fixed Assets -169.8 -50.0 -50.0 -50.0
Total Operating Expenditure 1150.2 1386.0 15199 1719.0 Intangible Assets and Goodwill 2.7 0.0 0.0 0.0
EBITDA 2548 2803 3321 3837 Investments 737 498 -1000 -750
Growth (%) 9.1 10.0 185 155
Intereat 59 38 29 25 Bank balance 0.0 -2.0 0.0 0.0
Depreciation 60.2 63.0 74.1 77.8 Others 0.0 0.0 0.0 0.0
Other Income 13.0 12.6 17.6 214 CF from Investing activities -240.7 -2.2 -150.0 -125.0
PBT 204.6 226.1 2728 3247 (inc)/Dec in Loan 25.0 -28.0 -19.0 1.1
Less Tax 52.3 56.9 68.7 81.7

Change in equity & reserves 137.9 0.0 0.0 0.0

Adjusted PAT (before

152.3 169.2 204.1 243.0

exceptional item) Dividend paid 167 167 167 191
Growth (%) 7.1 11.1 20.6 19.0 Other 29 17 18 19
Exceptional item -4.7 0.0 0.0 0.0 py - - i i1 1951 Toas P
Reported PAT 157.0 169.2 204.1 243.0 rom Financing activities -1. - X - ! - i
Growth (%) 10.4 7.8 20.6 19.0 Net Cash Flow -5.0 620 -73.0 -8.1
EPS (Adjusted) 319 355 428 510 Cash and Cash Equivalent (opening) 37.0 32.0 94.0 21.1
Source: Company, ICICI Direct Research cash 321 oa1 19 131
Free Cash Flow 67.0 207.2 211.0 2547

Source: Company, ICICI Direct Research

(Year-end March) FY26 FY27E FY28E FY29E (Year-end March) FY26 FY27E FY28E FY29E
Equity Capital 47.7 47.7 47.7 47.7
Reserve and Surplus 11063 11086 11459 11981  Persharedata (])
Total Shareholders’ funds 11540 11563 11935 12458 Adjusted EPS 319 355 42.8 51.0
Total Debt 109.8 81.8 62.8 63.9 Cash EPS 446 487 58.4 67.3
Deferred Tax Liability 25.7 27.0 28.3 29.8 o
Other Non-Current Liabilities 9.2 9.7 102 107  Dividend per share 35 35 35 40
Total Liabilities 1298.7 12748 12949 13502 Operating Ratios (%)
Gross Block - Fixed Atss?ts 717.5 962.7 1012.7 1062.7 Gross Profit Margins 465 44.0 45.5 45.7
Accumulated Depreciation 2448 307.8 381.8 459.7
Net Block 472.7 654.9 630.9 603.0 EBIDTA margins (%) 18.1 16.8 17.9 18.2
Capital WIP 220.2 25.0 25.0 25.0 (Adjusted) PAT Margins 10.8 10.2 11.0 116
F|.xed Assets 692.9 679.9 655.9 628.0 Return Ratios (%)
Right of Use Assets 61.4 61.4 61.4 61.4

i i i RoE 139 146 17.4 19.9
Goodwill & Other intangible 56.0 56.0 56.0 56.0
assets RoCE 170 179 215 247
Investments 299.8 250.0 350.0 425.0 ; "

Valuation Ratios (x)

Inventory 178.2 189.3 216.9 243.8 . 57377546 504 171
Debtors 2855 ..3185 3470 3901 ev/emiTDA 166 148 126 110
Other Current Assets 19.7 20.7 21.7 22.8
Loans & Advances 32 36 39 43  EV/NetSales 30 25 23 20
Cash 32.1 94.1 21.2 13.1 Market Cap / Sales 3.0 2.5 2.2 2.0
Liquid investments & bank 0.0 2.0 2.0 2.0 Price to Book Value 3.6 3.6 35 3.3
balance
Total Current Assets 518.8 625.3 612.7 676.1 Source: Company, ICICI Direct Research
Creditors 218.0 273.9 304.4 345.7
Provisions 6.1 7.1 8.1 9.4
Other Current Liabilities 106.2 116.8 128.5 141.3
Total Current Liabilities 330.3 397.8 441.0 496.3
Net Current Assets 188.6 227.5 171.7 179.8
Application of Funds 1298.7 12748 12949 1350.2

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%
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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
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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
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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
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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
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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
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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
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