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Industry Research

The domestic paint industry consisting of the decorative and industrial
paint segment is estimated to be around Rs. 50,000 Crores. The
decorative paint segment constitutes more than 75% of the paint
market and are used mainly in real estate for exterior and interior wall
paints, wood finishes, enamels, undercoats such as primers, putties, etc.
On the other hand, the industrial segment refers to paints that go into
protective coatings largely for varied substrates like iron, galvanized
iron, mild steel, aluminium, chimneys, etc. This comprises automotive,
marine, packaging, powder, protective, floor and other general
industrial coatings and accounts for the balance 25% of the paints
market.
The small unorganised paint manufacturers primarily catering to the
lower end of the price points, maintain a sizeable 30- 35% share in the
overall paint industry in India.
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The yearly trends in exports and imports of paints is depicted in chart 2.
The exports grew by 2.6 times between FY16 and FY18, but cooled off
in the following two years. While imports of paints grew between FY16
and FY19, its volumes marginally declined in FY20. In 7M-FY21, the
exports declined by 1/3rd on a YoY basis to 41,000 tonnes, while imports
were lower by 17.2% YoY and reached 37,000 tonnes.
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Financial performance
Chart 3 depicts the net sales of five players of the paints
industry. Analysis of this chart shows that the industry grew
at a CAGR of 5.1% in the past five years from FY16 to FY20.

Chart 3: Net sales of paints industry in Rs. crore (5 cos.)
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on the domestic decorative and industrial paint demand.
Additionally, an extended monsoon season across many parts of the country hit the paint demand in the economy.
Alongside, the consistent downward demand conditions in one of the largest end user industries – automobiles, exerted
pressure on the automotive coating players in the paints industry. Moreover, in last week of FY20, the government
implemented a shutdown on the entire supply chain to contain the spread of the pandemic. FY20, thus, clocked a lower
growth rate of 2% YoY for the paint industry as compared with the previous year of 11% YoY.
After the covid-19 related disruptions in initial few weeks of FY21, the paints industry was on a recovery mode from the
last month of Q1-FY21, led strongly by Tier-2,3 and 4 markets. The companies reported strong volume growth in Q2FY21 in decorative paints on a sequential basis, which can be attributed to the recovery in passenger vehicles and twowheelers demand, along with a seasonal demand from households owing to festivities. Further, good rains helped the
agrarian sector in terms of demand for agricultural machinery like tractors. The repainting cycle in households have
shortened over the years due to the growth in nuclear families. Other growth drivers for the paints industry are its
growing affordability, rise in demand from tier 2 and 3 towns, conversion of mud and clay houses to brick and mortar,
affordable housing initiatives from government, rising disposable income, median age of population, urbanisation, rising
demand from rural markets, etc.
Outlook
Chart 4 assesses the relation of the paints industry with its end user industries and economic indicators of the country.
This chart shows how the paints industry has performed relative to the construction industry, automotive industry and
the GDP of India. The average of yearly growths in net sales of paints industry in the past 10 years (FY11 to FY20) has
been 12.4%. This is compared with 5.1% growth in production of automobiles and 4.8% in GVA for construction. The
GDP at constant prices grew at 6.7% in the same period.
The outlook for paints industry is dependent on how quickly normalcy is restored in the overall economy and its main
end user industries such as construction and automotive. Based on analysis of data for past 10 years, and CARE Ratings’
GDP expectation of -7.7 to -7.9% in FY21, we expect the paints industry to de-grow in the range of 12 to 15% YoY in
FY21. Prospects of full recovery in this industry is distant, possibly beyond September 2021, and will depend on the
return of all migrant workforces, government’s push on infrastructure development, rise in disposable income, etc.
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Chart 4: Growth in paints industry compared with construction, automobiles and GDP
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Note: 1- GVA at constant basic prices: by economic activity for construction
2- IIP of motor vehicles, trailers and semi-trailers
3- GDP at constant prices
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