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B A7%A# Nippon Paint (4612.T)
AOC LA K, 26Q1 A%/ HBIKHEF g K 30.4%

AOC achieved full consolidation & 26Q1 Adjusted EPS increased by 30.4% YoY
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Latest Updates

» Adjusted operating profit grew 37.9% YoY in Q1 2026. In Q1 of fiscal 2026, Nippon Paint Holdings
achieved record-high revenue and profit with strong overall performance. Consolidated revenue
reached ¥490.3 billion, up 20.8% YoY; adjusted operating profit was ¥76.4 billion, surging 37.9% YoY;
adjusted operating profit margin rose 190 basis points to 15.6%; adjusted EPS was ¥24.2, up 30.4%
YoY. The Q1 2026 growth was mainly driven by the consolidation of AOC acquisition, the weak
Japanese yen, higher sales volume and optimized product mix. Meanwhile, continuous improvements
in raw material cost control and SG&A efficiency significantly boosted profitability.

Trend Interpretation

» As aglobal leader in the coatings industry, Nippon Paint maintains a solid positive momentum.
Demand in major global markets is showing signs of bottoming out, with room for growth in automotive
coatings, emerging categories and high-margin overseas regions. Supported by M&A synergies and
favorable exchange rates, the company’s earnings growth is sustainable. Leveraging its 145-year
brand heritage and technological advantages, the company will further deepen its presence in
decorative coatings, strengthen its footprint in automotive and industrial coatings, advance
globalization and digital operations, and consolidate its leading position in the global coatings industry.
From Q1 2018 to Q1 2026, the company’s revenue rose from ¥149.2 billion to ¥490.3 billion,
representing a CAGR of 16.0%; adjusted EPS increased from ¥6.7 to ¥24.2, with a CAGR of 17.5%.

» All core global markets posted steady growth, with outstanding performance in China. Despite
the overall weak property market in China, the China region recorded revenue of ¥139.7 billion, up
9.5% YoY, and adjusted operating profit rose 23.8% YoY. Automotive coatings soared 35.1% YoY,
while textured coatings and non-coatings segments became key growth engines, effectively offsetting
pressure on traditional decorative coatings. Markets in Japan, Asia Pacific, Europe and the Americas
also expanded: Japan’s revenue rose 8.4% and profit jumped 43.8%; Group’s Asia Pacific and Europe
segments grew revenue by 22.4% and 18.5% respectively, enhancing the balance of its global
footprint.

> High-margin segments and acquired assets delivered outstanding contributions, becoming
core drivers of performance growth. In Q1 2026, AOC was fully consolidated, with revenue surging
189.8% YoY and adjusted operating profit up 167.0% YoY, maintaining high profitability. Emerging
markets such as Indonesia and Turkey sustained healthy margins: Indonesia’s adjusted operating
profit margin stayed above 35%, while Turkey’s business achieved revenue growth of 37.3% and
profit growth of 56.8% amid exchange rate headwinds, demonstrating strong resilience against risks
and profitability.

> Sustained improvements in cost structure and operating efficiency solidified profit growth.
Gross margin climbed to 43.9% in the quarter, up 1.3 percentage points YoY, mainly thanks to
optimized product mix and better raw material cost contribution. Although geopolitical tensions
involving Iran pushed up some raw material prices, the company expects to largely offset the cost
pressure for the full year through price adjustments, cost reduction and lean operations. Profit margins
improved across regions, rising 3 percentage points in Japan and 2 percentage points in China,
reflecting strong scale effects and operational optimization.

Risk Disclaimer

» Risks include raw material cost volatility and geopolitical tensions, hyperinflation and exchange rate
fluctuations, as well as macroeconomic demand and industry cyclicality.
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COMPANY RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy EN Relative Performance>15%;

or the fundamental outlook of the Company or sector is favorable.
Accumulate g Relative Performance is 5% to 15%;

or the fundamental outlook of the Company or sector is favorable.
Neutral o Relative Performance is -5% to 5%;

or the fundamental outlook of the Company or sector is neutral.
Reduce R Relative Performance is -5% to -15%;

or the fundamental outlook of the Company or sector is unfavorable.
Sell =4 Relative Performance < -15%;

or the fundamental outlook of the Company or sector is unfavorable.

SECTOR RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Outperform KT Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral g Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform bk Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS
(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.
(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Global Prosperity Financial Company Limited and/or its subsidiaries do not hold equal to or more than 1% of the market capitalization of
the issuer mentioned in this Research Report.

(4) Global Prosperity Financial Company Limited and/or its subsidiaries have not had investment banking relationships with the issuer
mentioned in this Research Report within the preceding 12 months.

(5) Global Prosperity Financial Company Limited and/or its subsidiaries are not making a market in the securities in respect of the issuer
mentioned in this Research Report.

(6) Global Prosperity Financial Company Limitedand/or its subsidiaries have not employed an individual serving as an officer of the issuer
mentioned in this Research Report. There is no officer of the issuer mentioned in this Research Report associated with Global Prosperity
Financial Company Limited and/or its subsidiaries.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Global Prosperity Financial
Company Limited. Global Prosperity Financial Company Limited and its group companies may do business that relates to companies covered
in research reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor,
underwriter or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Global Prosperity Financial Company Limited group of companies. Any opinions
expressed in this report may differ or be contrary to opinions or investment decisions made by the asset management and investment banking
groups of Global Prosperity Financial Company Limited.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Global Prosperity
Financial Company Limited does not guarantee the accuracy and completeness of the information and data herein. This Research Report
may contain some forward-looking estimates and forecasts derived from the assumptions of the future political and economic conditions with
inherently unpredictable and mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment
objectives and its related risks, and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Global Prosperity Financial Company Limited and its group companies to any registration or licensing requirement within such
jurisdiction.
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