Pidilite Industries: Five-Pillar Analysis

DalalBytes Research | October 15, 2026 | NSE: PIDILITIND, BSE: 500331

Companion to the Pidilite Industries investment report (73/100, Selective Positive). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 1,499.50 (NSE close, October 14, 2026). Four pass, one partial.

Grades at a glance

Sunrise (housing, waterproofing, category creation) PASS
Leadership PASS
Moat PARTIAL
Iron Fortress (balance sheet) PASS
Free Cash Flow PASS

Overall fit verdict: four pass, one patrtial. Pidilite clears the five-pillar bar on sunrise, leadership, fortress
and free cash flow, while its moat is a fortress in adhesives and a contested position in the waterproofing
and pioneer categories that now carry the growth. Full investment report score: 73/100, Selective
Positive.
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Pillar 1: Sunrise, PASS
GRADE: PASS

The pillar tests the direction of demand, and Pidilite's demand pool is structural, not cyclical froth. Three
currents run in its favour. First, housing and renovation: adhesives, waterproofing and tile care all ride
India's housing stock, which keeps growing and, just as importantly, keeps ageing into repair and
renovation demand that is less cyclical than new construction. Second, penetration: the growth categories
are under-penetrated by any developed-market comparison. Company disclosures summarised in broker
research put Dr. Fixit waterproofing at roughly 15% penetration of new construction against about 70% in
developed markets, and Roff's tile and stone market (Rs 2,500 to 3,000 cr) at only 18 to 20% penetration,
with most tiles still laid in cement and sand. Third, premiumisation and formalisation: branded, guaranteed
systems keep taking share from loose, unbranded and contractor-mixed alternatives across every
category Pidilite contests, the same current that carried Fevicol to about 70% of white glue.

The delivery matches the backdrop: standalone underlying volume growth of 11.1% in FY26 and 11.3%
consolidated volume growth in Q1 FY27 are volume numbers, not price artefacts. The honest caveat is
that the core category, wood adhesives, is mature, and group revenue compounded at only about 7% a
year over the last three years on Screener's measure, because the core is large. But the pillar grades the
segments the company actually competes in, and in waterproofing, tile care, instant adhesives and
construction chemicals, demand is compounding structurally with penetration headroom measured in
decades. PASS.
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Pillar 2: Leadership, PASS
GRADE: PASS

Pidilite passes the engine's central test, did they do what they said over a full cycle, at the level of the
institution, which is the right level for a 66-year-old company on its third generation of leadership. The
founding Parekh family (69.24% holding, June 2026, no pledging reported) built the franchise and still
chairs it through Executive Chairman M. B. Parekh. The professional era then did the compounding:
Bharat Puri's decade as Managing Director (April 2015 to April 2025) roughly doubled revenue, built the
growth portfolio, and kept the dividend payout near 48% while the balance sheet stayed debt free.
Succession was the best-governed part: Sudhanshu Vats was hired as Deputy Managing Director in 2021,
four years before he needed to be Managing Director, bringing about twenty years at Hindustan Lever, the
Viacom18 chief executive role and the EPL managing director role; Kavinder Singh rejoined as Joint
Managing Director in April 2025 after running Mahindra Holidays, having earlier led Pidilite's own
consumer products business. Puri stayed on the board, so knowledge did not walk out with the title.

The first six quarters under the new pair support the grade: FY26 volume growth of 11.1%, PAT growth of
17.9% consolidated, the founder's-anniversary bonus and special dividend executed without drama, and a
Q1 FY27 that accelerated to 21.3% revenue growth with margins up. Capital allocation across the cycle
grades with the strategy: one large, on-strategy acquisition in a decade (Huntsman Advanced Materials
India, about Rs 2,100 cr, 2020, which brought Araldite), no diversification spree, no leverage. The
deductions are stated plainly in the companion report: eighteen months is not a cycle, a CFO transition
began in October 2026, and a 69% promoter holding means the governance grade ultimately rests on one
family's continued discipline. On the evidence available, that discipline is the record. PASS.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

In adhesives, Pidilite's moat is as close to absolute as Indian industry offers. Fevicol has become the
generic word for glue, holds close to 70% of the white glue market, and is defended by two reinforcing
walls: a brand built over six decades of culturally embedded advertising, and an organised craftsman
network (carpenters, contractors, applicators) that specifies the product before the customer ever reaches
a shop. Fevikwik created its category and holds about 65% household penetration with distribution in more
than 3 million stores. Astral, Jyoti Resins, HP Adhesives, Henkel and 3M have contested these categories
for years and taken niches, not share of consequence. Graded alone, adhesives would be an
unambiguous pass.

The pillar grades the whole company, and the growth now sits where the moat is thinner. Waterproofing
and construction chemicals, the categories carrying the growth portfolio, are contested by the paint majors,
whose dealer networks are larger than Pidilite's and whose waterproofing ranges (Asian Paints
SmartCare, Berger and others) ride the same painter and dealer relationships Pidilite must rent rather than
own. Asian Paints is also integrating upstream into VAM and VAE at Dahej (about Rs 2,100 cr, 100,000
tonnes of VAM a year), attacking the input side of a cost structure Pidilite funds entirely through imports.
Dr. Fixit leads its market, but it leads a market that bigger distributors have decided they want. A moat that
is a fortress in the core and a contested lead in the growth frontier is, in this engine's language, a partial:
real, evidenced, and with a named direction of travel to watch. PARTIAL, with an upgrade if Dr. Fixit holds
share through FY28 against the paint majors, and a downgrade if C and B growth starts lagging the paint
companies' waterproofing growth.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

There is very little to grade against here. Consolidated borrowings were Rs 417 cr at the end of FY26,
against net worth of about Rs 10,832 cr and investments of Rs 4,350 cr; FY26 interest cost was Rs 54 cr
on operating profit of Rs 3,521 cr. The company is, in Screener's checklist language, almost debt free, and
has been for the whole of the modern record: borrowings have stayed in a narrow Rs 382 to 454 cr band
across FY24 to FY26 while revenue grew from Rs 12,383 cr to Rs 14,601 cr. The working capital cycle
tightened from 88 days in FY23 to 66 days in FY26. No pledging of the 69.24% promoter holding is
reported, no acquisition has ever been debt-funded into fragility, and the one large purchase of the decade
was absorbed while the dividend payout stayed near 48%.

The only siege machinery is input, not financial: a VAM price spike can compress margins for two or three
quarters, as FY23 proved (operating margin 17%), but it cannot threaten solvency, covenants or the
dividend, because there is effectively no debt to service. That is the definition this pillar tests. PASS,
without qualification.
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Pillar 5: Free Cash Flow, PASS
GRADE: PASS

Free cash flow has been positive in every year of the Screener series from FY15 to FY26, through the
pandemic, the post-pandemic demand surge and the VAM shock: Rs 2,171 cr in FY24, Rs 1,839 crin
FY25 and Rs 2,239 cr in FY26, on operating cash flow of Rs 2,724 cr, Rs 2,287 cr and Rs 2,828 cr. FY26
free cash flow is about 91% of PAT, and the cash conversion (operating cash flow against operating profit)
ran at about 105% in FY26 on Screener's measure. Capital intensity is modest and stable, with implied
capex of roughly Rs 450 to 590 cr a year, so growth does not eat the cash the core produces.

The external proof is the distribution record: a dividend payout held near 48% for three straight years
(47%, 49%, 48%), a Rs 10 per share special interim dividend in August 2025 (pre-bonus terms), and
investments still rising to Rs 4,350 cr after all of it. Companies cannot fake that sequence with accounting
profit. The watch item is working capital at higher growth: debtor days lengthened from 50 to 55 and
inventory days sat at 98 in FY26, so a growth year funded by channel credit would show here first. On the
evidence today, a decade-long, uninterrupted record of cash conversion: PASS.
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Summary

e Pillar 1. Sunrise: PASS, housing, renovation and penetration headroom are structural (Dr. Fixit at
about 15% of new construction against about 70% in developed markets; tile care at 18 to 20%
penetration), and volume growth of 11% plus in FY26 and Q1 FY27 confirms the demand is real

e Pillar 2. Leadership: PASS, a planned four-year succession to Vats and Singh, a decade of delivery
under Puri before them, promoter discipline over 66 years, and capital allocation (one on-strategy
acquisition, 48% payout, no leverage) that grades with the strategy

e Pillar 3. Moat: PARTIAL, a fortress in adhesives (Fevicol at about 70% share, genericide brand,
craftsman network) and a contested lead in the waterproofing and growth categories the paint majors
are now attacking, including upstream VAM integration

e Pillar 4. Iron Fortress: PASS, borrowings of Rs 417 cr against Rs 4,350 cr of investments, Rs 54 cr
of interest on Rs 3,521 cr of operating profit, no promoter pledging reported

e Pillar 5. Free Cash Flow: PASS, free cash flow positive every year from FY15 to FY26, Rs 2,239 cr
in FY26 at about 91% of PAT, funding a near 48% dividend payout and a rising investment book

Four of five pass. The engine's read: a fortress franchise with a sunrise demand pool and a decade of
uninterrupted cash conversion, whose single partial pillar sits exactly where the growth is, in the categories
the paint majors have chosen to contest. That matches the investment report's 73/100 Selective Positive:
the business grades higher than the stock, because at about 57x trailing earnings the price already
assumes the moat holds everywhere, including on the contested frontier.

What changes the grade: Moat upgrades to pass if Dr. Fixit and Roff hold or gain share through FY28
while Asian Paints' Dahej VAM and VAE plant commissions, proving the craftsman and applicator network
outranks dealer density and captive inputs. Moat downgrades toward fail if C and B growth trails the paint
majors' waterproofing growth for two consecutive years. Free Cash Flow is re-graded if debtor days push
past 60 on growth funding. Leadership is re-graded on the FY27 full-year print and on Q2 FY27 results on
October 28, 2026, the first full input-cycle test of the new pair.

© DalalBytes Educational purposes only, not financial advice.



Sources

Screener.in consolidated company page, accessed October 15, 2026: financials FY22 to FY26 and
TTM, cash flow and free cash flow series FY15 to FY26, balance sheet, ratios, working capital days,
shareholding to June 2026

Company results and press releases, FY26 and Q1 FY27: segment revenue and EBIT, volume
growth, subsidiary sales, gross and EBITDA margins (via The Hindu BusinessLine, Angel One,
ScanX summaries, May and August 2026)

JM Financial building materials research, March 2025: portfolio framework, Fevikwik penetration and
store reach, Dr. Fixit penetration by demand pool, Roff market size and penetration

Leadership filings and coverage, April 2025 and October 2026: Vats and Singh appointments, Puri
board continuation, CFO Designate appointment; founding history via YourStory and Forbes India

Competition: ICIS, February 2023 (Asian Paints Polymers Dahej VAM and VAE project); peer and
market data, October 2026

Full source list in the companion investment report.
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