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Companion to the Asian Paints investment report (65/100, Selective Positive). This piece grades the business against the five-pillar
engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 2,302 (NSE close, October 29, 2026). Moderate fit, 2 of 5 pass.

Grades at a glance

Sunrise (repaint and premiumisation demand) PARTIAL
Leadership PARTIAL
Moat PARTIAL
Iron Fortress (balance sheet) PASS
Free Cash Flow PASS

Overall fit verdict: Moderate fit, 2 of 5 pass. Asian Paints passes Iron Fortress and Free Cash Flow and is
partial on sunrise, leadership and moat: a slow repaint demand cycle, share easing from about 59 percent
to about 52 percent under a funded Birla Opus and JSW Dulux attack, against a decade of net cash and
about 72 percent five-year cash conversion. Full investment report score: 65/100, Selective Positive.
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Pillar 1: Sunrise, PARTIAL
GRADE: PARTIAL

The demand direction is right and the speed is not. Paint demand rides housing, repaint cycles and
premiumisation, and Asian Paints has the premium ladder (Royale, PreLux, new products at about 17
percent of Q4 FY26 revenue) to capture the mix upgrade. FY27 value growth of 14.5 to 16.6 percent in
decorative shows what pricing and mix can do, and international and industrial are growing near 30
percent.

The deduction is the volume record. Industry growth ran at about 0 to 3 percent in FY25 and about 4
percent in FY24 on sector reviews, Asian Paints sales compounded at 1 percent over three years, and
decorative volumes grew 6.4 percent in Q2 FY27 against a guided 8 to 10 percent. A sunrise pillar asks for
demand that carries the company. Here demand is a slow repaint cycle that pricing has to dress up as
growth. PARTIAL, with the upgrade test named: two consecutive years of decorative volume growth at or
above the guided 8 to 10 percent.
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Pillar 2: Leadership, PARTIAL
GRADE: PARTIAL

Grade the record against what was promised, in public, with dates. The engineering promises were kept:
white cement production began October 12, 2025, VAE Phase 1 at Dahej was commissioned with
commercial production from September 17, 2026, the PPG joint ventures were renewed for 15 years, and
a 58 to 65 percent dividend payout was paid every year for five years. MD and CEO Amit Syngle's FY27
commentary has been specific and checkable, including naming raw material inflation and availability as
the Q2 FY27 margin cause on the day of the miss.

The deductions are market outcomes on this team's watch. Decorative share eased from about 59 percent
to about 52 percent in the year to March 2025 on Elara estimates, FY25 revenue fell 4.5 percent, the
Dahej project cost rose from Rs 2,560 crore to Rs 3,250 crore with the VAM plant still under construction,
and the FY27 volume and margin guide was missed in its second quarter (volume 6.4 percent, PBDIT
margin 15.6 percent against an 18 to 20 percent band). The home decor target of 8 to 10 percent of
decorative revenue remains an aspiration, with the kitchen business still loss making. A team that delivers
its plants and its dividends, and is losing share while missing its own market guide, is a partial. PARTIAL.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

The deep layers are real. About 1.7 lakh retail touchpoints, more than twice the nearest rival on India
Ratings estimates, built over eight decades; the dealer tinting system that mixes thousands of shades at
the counter and locks dealers into the company's bases and colourants; a price ladder from Utsav to
Royale that lets one brand family serve every budget; and a service layer (Beautiful Homes) that sells
finished rooms rather than cans.

The contest is also real, funded and measurable. Birla Opus entered in February 2024 with a Rs 10,000
crore programme, reached 1,332 million litres of capacity (the industry's second largest), gave tinting
machines free, paid up for dealer margins and onboarded about 300,000 contractors before launch. JSW
now owns Dulux. Share moved from about 59 percent to about 52 percent in a single year on Elara
estimates. A moat that is still the widest in the industry, and is being crossed at a measurable rate by a
better funded attacker, is a partial, not a pass and not a fail. PARTIAL, with the monitored metric named:
decorative share stabilising at or above about 50 percent of the organised market.
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Pillar 4: Iron Fortress, PASS

GRADE: PASS

The leverage test is comfortably met. India Ratings describes a net cash record of over a decade and
rates the facilities IND AAA / Stable and IND Al plus. Reserves stand at Rs 21,276 crore against
borrowings of Rs 3,929 crore, promoters hold 52.65 percent with no pledging disclosed, and the Rs 27.50
a share FY26 dividend and the Dahej build were funded without stress. Working capital strengthened in
FY26, with inventory days down to 118 from 142 and the cash cycle down to 84 days from 107.

Two qualifications are recorded without breaking the grade. Borrowings rose from Rs 2,290 crore to Rs
3,929 crore in FY26, the first real debt build in years, taken on at project level for Dahej. And depreciation
rose from Rs 853 crore in FY24 to Rs 1,229 crore in FY26, a permanent cost the fortress now carries.
Survivability, which is what this pillar tests, is not in question: no lender, covenant or refinancing wall can
force this company. PASS.
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Pillar 5: Free Cash Flow, PASS
GRADE: PASS

The five year record is the finding. Screener free cash flow: Rs 475 crore in FY22, Rs 2,774 crore in FY23,
Rs 3,613 crore in FY24, Rs 2,604 crore in FY25 and Rs 5,604 crore in FY26, about Rs 15,070 crore in
total against cumulative PAT of about Rs 20,791 crore, a conversion of about 72 percent through a full
input cycle, a share war and the largest capex programme in the company's history. Every year was
positive. FY26 conversion printed at 129 percent of EBITDA as working capital released cash.

The weak year is instructive rather than disqualifying. FY22 free cash flow of Rs 475 crore, with operating
cash flow conversion of 45 percent, is what a raw material shock does to this model: inventory reprices
before customers pay. The same risk is live in FY27, and a repeat of sub 50 percent conversion would
reopen this grade. On the record as printed, profit in this business does become cash, at a rate most
Indian consumer franchises do not match. PASS, with the monitored metric named: free cash flow
conversion staying above 60 percent of PAT through the FY27 input shock.
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Summary

e Pillar 1. Sunrise: PARTIAL, a real premiumisation and repaint runway (new products at about 17%
of Q4 FY26 revenue, value growth of 14.5 to 16.6% in FY27) against industry growth of O to 4% in
FY?24 and FY25, three year sales compounding of 1%, and Q2 FY27 volumes of 6.4% against an 8 to
10% guide

e Pillar 2. Leadership: PARTIAL, plants and dividends delivered on stated dates (white cement
October 2025, VAE September 2026, PPG renewal for 15 years, 58 to 65% payout for five years)
against share loss from about 59% to about 52%, a Rs 690 crore Dahej cost increase, and a second
quarter miss on the team's own FY27 guide

e Pillar 3. Moat: PARTIAL, about 1.7 lakh touchpoints at more than twice the nearest rival, the tinting
system and the full price ladder, against a Rs 10,000 crore funded challenger at 1,332 MLPA, JSW
owned Dulux, and measured share loss

e Pillar 4. Iron Fortress: PASS, IND AAA / Stable, a decade of net cash, reserves of Rs 21,276 cr
against borrowings of Rs 3,929 cr, no promoter pledging; the watch items are the FY26 debt build
and rising depreciation

e Pillar 5. Free Cash Flow: PASS, free cash flow positive in all five years, about Rs 15,070 cr
cumulative against about Rs 20,791 cr of PAT (about 72% conversion), printing a record Rs 5,604 cr
in FY26

Moderate fit, 2 of 5 pass. The engine's read: Asian Paints passes both money pillars (the balance sheet
cannot be forced, and profit converts to cash at about 72 percent over five years) and is partial on all three
pillars that describe the future: a slow demand sunrise, leadership defending share rather than gaining it,
and a moat being crossed at a measurable rate by funded attackers. That matches the investment report's
65/100 Selective Positive: the cash quality grades in the 80s, the growth and moat trajectory grades in the
50s, and at Rs 2,302, 45.3 times earnings, the market is still pricing more of the first than the second.

What changes the grade: Sunrise upgrades to pass on two straight years of decorative volumes at or
above the 8 to 10 percent guide. Leadership upgrades when a full year lands inside the published volume
and margin bands and share stabilises, and downgrades if the guide is cut. Moat upgrades if share holds
near half the organised market through FY28 against full Opus capacity, and downgrades below about 48
percent. Iron Fortress is re-graded if borrowings keep rising after Dahej completes. Free Cash Flow
downgrades if FY27 conversion repeats the FY22 print below 50 percent.
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