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Issue Opening Date 20 Jan 2021 

Issue Closing Date  22 Jan 2021 

Face Value (INR) 10 

Price Band (INR) 1,488 – 1,490 

Market Cap (INR mn) 

Offer for Sale (mn. shares) 

Issue Size (INR mn) 

70,878 

5.84 

11,702 

 

Shareholding Pattern Pre-

Issue 

As a % of total shares 

Promoters 60.1 

Institutional Investors 39.9 

Others 0.0 

  

P&L Summary (INR mn) 
 

Y/E March FY18 FY19 FY20 

Revenue 4,031 5,372 6,264 

EBITDA 258 540 909 

PBT 138 340 674 

Tax Expense -3.08 68 196 

A.PAT (after MI) 131 270 477 

EPS  2.88 5.98 10.61 

D/E 0.28 0.41 0.25 

ROE (%) 10 18 24 

ROCE (%) 9.9 17 27.5 

P/E (Post issue) 516 262 148 

    

Balance Sheet Summary (INR mn) 
 

Y/E March FY18 FY19 FY20 

Net worth 1,275 1,475 1,971 

Min Interest 0 0 0 

Liabilities     

Borrowings (incl. 

lease Liabilities) 
393 610 455 

Other Liabilities 18 53 121 

Total 1,685 2,137 2,547 

Assets    

FA (incl CWIP) 736 1,220 1,709 

Intangible 412 310 309 

Other Assets 54 100 89 

Net CA 482 508 439 

Total 1,685 2,137 2,547 

    

 

 

 

 

Objects of the Offer  

▪ The Total issue size is INR 11.7bn; The IPO comprises of fresh issue of INR 3bn which will be 

utilized for capex (INR 1.5bn), purchase of tinting machines and gyroshakers (INR 500mn), 

repayment of debt (INR 250mn), and general corporate purpose (INR 750mn); offer for sale of up 

to 5.84mn shares (Sequoia IV – 2mn, SCII V – 2.2mn, Hemant Jalan (Promoter) – 1.7mn shares). 

Business Model 

▪ Company manufactures complete range of decorative paints including emulsions, enamels, 

wood coatings, distempers, primers, putties and cement paints. Company attempts to 

differentiate its product offering based on their properties and the end-use they cater. Revenue 

generated from these differentiated products account for 29% of total revenue from operations. 

▪ Company has 3 manufacturing facilities in Kochi, Jodhpur & Pudukkottai. They initially tap into 

Tier 3, Tier 4 Cities, and Rural Areas, where brand penetration is easier and dealers have greater 

ability to influence customer purchase decisions to create demand then subsequently leverage 

this network to engage with dealers in Tier 1, Tier 2 Cities & Metros as well. 

▪ They have branded their products under the distinct and primary consumer brand of “Indigo” 

with different labels based on price points such as “Platinum Series”, “Gold Series”, “Silver 

Series”, and “Bronze Series” rather than focusing on product-specific sub-brands. Concentrate 

on enhancing brand image among end-customers with regards to their differentiated products 

then leverage these efforts to increase distribution & sale of their complete range of decorative 

paint products. 

Investment Rationale 

▪ Indigo has developed certain differentiated products which are category creator like metallic 

emulsion, Tile Coat Emulsion and Floor Coat Emulsion. It gives an early mover advantage in the 

markets; thus, realizing relatively higher margins for these products compared to the rest of our 

product portfolio. 

▪ Indigo is the fastest growing paint company in India at a CAGR of 47% between FY15-20 vs CAGR 

of 7-8% by the other top 3 paint companies in India. Growth in the decorative paint industry has 

been driven by higher consumption of paints in the Tier2-4 Cities and company derives 

significant portion of its revenue from Tier 2-4 Cities & Rural Areas.  

▪ Valuation: At the upper end of the price band Indigo is trading at a P/E of 102.7X TTM basis vs 

competitors Berger Paints 144.5x, Asian Paints 109.2x, Kansai Nerolac 88.5x and Akzo Nobel 

59.5X. We assign a Subscribe rating for the issue. 

 
▪ Risk: 1) Proposed capacity expansion plans relating to manufacturing facilities are subject to the 

risk of unanticipated delays in implementation and cost overrun. 2) Larger decorative players are 

increasingly focusing on the Tier 3 & below markets for growth, which could adversely impact 

the growth & margin of the company. 

 

   

 
  
   
  
 
  
 

 

 

Company Background: Indigo Paints was incorporated in 2000 and It is the 5th largest decorative paint company in India in terms of revenue. Its decorative 

paints are marketed under the brand name “Indigo” and MS Dhoni as a brand ambassador. It has an extensive distribution network of 11,230 active dealers 

with 4,296 tinting machines across 27 states. As of September 2020, the Company has three manufacturing facilities located in Rajasthan (Jodhpur), Kerala 

(Kochi) and Tamil Nadu (Pudukkottai) with aggregate production capacity of 101,903 KLPA of liquid paint and 93,118 MTPA of putties and powder paints. 

Revenue from operations / EBITDA / PAT have grown at a CAGR of 24.7% / 87.8% / 92.8% between FY18-FY20.  

Indigo Paints 
Sector: Consumer 
 
IPO Note January 18, 2021 

Source: Indigo Paints RHP 
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Disclaimer 

Details of Financial Interest of Research Entity Spark Family Office and Investment Advisors (India) Private Limited and its Affiliates NA 

Details of direct/indirect financial Interest of covering analyst/and his/her relatives NA 

Investment banking relationship of Spark Capital Advisors (India) Private Limited (holding company) with the company covered NA 

Any other material conflict of interest at the time of publishing the research report by Spark Family Office and its Affiliates N 

Receipt of compensation by Spark Family Office or its Affiliates from the subject company covered for in the last twelve months: 

▪ Managing/co-managing public offering of securities 

▪ Investment banking/merchant banking/brokerage services 

▪ Products or services other than those above in connection with research report 

▪ Compensation or other benefits from the subject company or third party in connection with the research report 

N 

Whether covering analyst has served as an officer, director or employee of the subject company covered N 

Whether the Spark Family Office and its Affiliates have been engaged in market making activity of the subject company N 

Whether the Spark Family Office and its Affiliates, has actual/beneficial ownership of 1% or more securities of the subject company, at the 
end of the month immediately preceding the date of publication of the research report 

N 

 

Spark Family Office and Investment Advisors (India) Private Limited (‘Spark Family Office’)  is engaged in the business of providing stock brokerage services, 
investment advisory services & distribution of various financial products. Spark Family Office is a subsidiary company of Spark Capital Advisors (India) Private 
Limited (‘Spark Capital’) which is engaged in the business of stock brokerage services, depository participant services, research services and merchant banking 
services and has its other subsidiaries engaged in businesses of asset management services. For details, please visit www.sparkcapital.in 

This report has been prepared on the basis of information which is already available in publicly accessible media or other sources believed to be reliable. The 
recommendations including the target price and any other information marked as such in this report, may either belong to Spark Family Office or Spark Capital 
and are based on their independent analysis. Recommendations/information belonging to Spark Capital shall be marked as such and shall not be attributed as 
recommendations/information belonging to Spark Family Office. 

While we would endeavour to update the information herein on a reasonable basis, Spark Family Office and its affiliates are under no obligation to update the 
information.  

There may also be regulatory, compliance or other reasons that prevent Spark Family Office and its affiliates from doing so. Neither Spark Family Office nor its 
affiliates or their respective directors, employees, agents or representatives shall be responsible or liable in any manner, directly or indirectly, for views or 
opinions expressed in this report or the contents or any errors or discrepancies herein or for any decisions or actions taken in reliance on the report or the 
inability to use or access our service in this report or for any loss or damages whether direct or indirect, incidental, special or consequential including without 
limitation loss of revenue or profits that may arise from or in connection with the use of or reliance on this report. 

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities 
of companies or of the products referred to in this document (including the merits and risks involved), and should take specific advice from its advisors to 
determine the merits and risks of such an investment.  

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other 
person or published, copied, in whole or in part, for any purpose.  

This report is not directed or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or 
other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Spark Family Office and/or 
its affiliates to any registration or licensing requirement within such jurisdiction.  

The securities and strategies discussed and opinions expressed, if any, herein may or may not be eligible for sale in all jurisdictions or to a certain category of 
investors. Persons in whose possession this document may come are required to apprise themselves of and to observe such applicable restrictions. Certain 
transactions, including those involving futures, options and other derivatives as well as non-investment grade securities involve substantial risk and are not 
suitable for all investors. 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. 

▪ This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or 
solicitation would be illegal.  

▪ Spark Family Office makes no representation or warranty, express or implied, as to the accuracy, completeness or fairness of the information and opinions 
contained in this document.  
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▪ Spark Family Office, Spark Capital (including, its affiliates) and its/their employees may, from time to time, effect or have effected an own account 
transaction in, or deal as principal or agent in or for the securities and products mentioned in this document. They may perform or seek to perform 
investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report.  

▪ Spark Family Office, Spark Capital (including, its affiliates) and its/their employees may have interests/positions, financial or otherwise in the securities 
mentioned in this report. To enhance transparency, Spark Family Office has incorporated a disclosure of interest statement in this document. This should 
however not be treated as endorsement of views expressed in this report.  

Analyst’s Certification of Independence 

▪ The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part 
of the research analyst’s compensations was, is or will be, directly or indirectly, related to the specific recommendation or views expressed in the report. 

▪ Spark Family Office has no material, adverse disciplinary history in the last five years. 

▪ SEBI Registrations: Investment Adviser reg. no. INA200000712 I Stock Broker reg. no. INZ000285135 

Spark Capital 

▪ AMFI reg. no. ARN-86685. CIN: U93000TN2012PTC086696. Registered Office: Reflections, New No.2, Leith Castle Centre Street, Santhome High Road, 
Santhome, Chennai – 600028. Contact: 044 4430 0000. Compliance Officer: Ms. Zeal Gokani Email: zeal@sparkcapital.in. 

▪ Copyright in this document vests with Spark Family Office and its affiliates. 

mailto:zeal@sparkcapital.in

