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Acquisition of Asian JV Stake and Indonesia Business  

Presentation Summary August 21, 2020 

 

 

 

Thank you very much for attending this press conference despite the short notice. I am 

Masaaki Tanaka, President and CEO of Nippon Paint Holdings. 

Today I will explain about the ‘Acquisition of Asian JVs and Indonesia business’ we 

announced earlier.  

 

Amid the unpredictable COVID-19 pandemic, we decided to hold this presentation via 

webinar. We would appreciate your understanding of this decision.   
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Today, I will explain the following five items. 

① 100% Ownership of Asian JV 

② Acquisition of Indonesia Business 

③ Synergy Creation 

④ Financial Impact 

⑤ Future Strategies 

 

Please allow me to begin by giving the main points of the transaction. As a result of the 

transaction, the Wuthelam Group will become our major shareholder, with a shareholding 

ratio of 58.7%. But this is not a transaction in which the purpose of the Wuthelam Group 

was to acquire Nippon Paint Holdings or make it a subsidiary; but rather, this transaction 

is the mere result of our negotiations to procure from the Wuthelam Group the capital 

required for Nippon Paint Holdings to achieve further growth. 

 

Accordingly, there is a possibility that the Wuthelam Group’s stake in Nippon Paint Holding 

can decline if we decide to carry out public offerings, etc. in the future. Mr. Goh Hup Jin 

says he will accept it. Following the transaction, the ratio of voting rights of the Wuthelam 

Group will increase to nearly 60%. However, we have already established a corporate 

governance structure that allows us to protect the interests of minority shareholders. I will 
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go into the details on this later, but we have shifted to a Company with Three Committees 

structure, nominating two-thirds, or six independent outside directors to the nine 

positions available on the board.    

 

From the Company’s management perspective, the Asian JVs, which will become our 

wholly-owned subsidiaries as a result of the transaction, have a total of 16,000 

employees. Following the acquisition of the Indonesia business, more than 6,000 

employees will join our Group. Our working hand-in-hand with Mr. Goh Hup Jin is 

necessary to firmly support the employees who engage in our Asian operations in various 

parts of the region, as well as working together with them toward further growth of the 

Group. We will strive to ensure the growth of the Nippon Paint Holdings Group while 

maintaining a close communication with Mr. Goh Hup Jin, who will continue to be our 

important partner going forward.   
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Let me give you a summary before I elaborate on each item. 

 

 “Achieving 100% ownership of Asian JV”, which Nippon Paint Holdings and the Wuthelam 

Group agreed to today, was something that has grasped the attention of investors and the 

media for many years.  

 

Also, we decided to acquire the Indonesia Business that has both growth potential and 

profitability. I will elaborate on the significance and benefits of these transactions today.  

 

 Nippon Paint Holdings and the Wuthelam Group have evolved our partnership through a 

joint venture for nearly 60 years, and consolidated the Asian JVs in 2014. By achieving a 

100% ownership of the Asian JVs, we will bring our partnership to fruition, allowing us to 

reinforce the management bases of the two companies that were integrated in name and 

reality. Based on this new management structure, we will further accelerate growth of the 

Group. 

 

 According to the simulation based on certain assumptions, the acquisition will increase 

profit attributable to the parent company by approx. 60% and EPS by more than 10%, 
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making it also sufficiently attractive from the perspective of protecting the interests of 

minority shareholders. 

 

 In addition, increasing capital through a third-party allotment will allow us to reinforce 

the financial base to accelerate M&A activities in the future, and we believe this is an 

extremely ideal structure.  

 

 In light of all this, the acquisition will contribute to the "Maximization of Shareholder 

Value."   
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Next, I will explain about the capital ownership structure before and after the transaction. 

 

Prior to the transaction, the Wuthelam Group held 39.6% of NPHD’s shares, a 49% stake 

in the Asian JVs, and a 100% stake in the Indonesia business. This ownership structure 

had been criticized for being complex with outflows of profits from the Asian JVs, which 

are the engine of the Group’s growth, and a possibility of interest conflicts in terms of 

governance. 

 

After the implementation of this transaction, the Wuthelam Group will own 58.7% of our 

shares and NPHD will hold 100% of the Asian JVs and the Indonesia business, so that the 

ownership structure will be simplified and easy to understand. 

 

As a result, the interests of major and minority shareholders will be perfectly aligned, and 

Maximization of Shareholder Value (“MSV”) will be a shared objective for both the 

Wuthelam Group and minority shareholders. 

 

For minority shareholders, while the ratio of voting rights per share will decrease, 

earnings per share (EPS) will increase, which is an important point of the transaction.  
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Before going into the specific details of the transaction, I would like to explain again the 

history of the strategic partnership between NPHD and the Wuthelam Group. 

 

Nippon Paint and the Wuthelam Group established a joint venture in Singapore in 1962 

and have successively acquired top market shares in Malaysia, China and other Asian 

countries. Initially, we were investing minority stakes in each joint venture; however, in 

2014, concluded a strategic agreement to consolidate the Asian JVs. As a result, our sales 

grew from 250 billion yen to over 600 billion yen, and we have subsequently promoted 

further expansion of global operations through M&As.  
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Based on this strategic agreement, the Wuthelam Group underwrote a third-party allotment 

that increased its equity stake in Nippon Paint Holdings from 14.5% to 39.6% in 2014, and as 

a result of promoting the expansion of the Group’s global operations, our stock price has 

increased by an astounding 20-fold over the last 10 years. The benefits that our minority 

shareholders have enjoyed from this strong partnership between Nippon Paint Holdings and 

the Wuthelam Group are something that are not seen in other Japanese companies. 

 

Mr. Goh Hup Jin, the representative of the Wuthelam Group, graduated from the University of 

Tokyo Faculty of Engineering with a degree in chemical engineering and is well-versed in 

technologies. He is also very knowledgeable about the global paint industry and has an 

extremely broad network of connections in the industry. In addition, Mr. Goh Hup Jin is a 

wonderful entrepreneur who has launched the Chinese business from scratch and nurtured its 

development to become one of the leading paint companies in China. He also has top-notch 

knowledge in finances, with his MBA at UCLA. 

 

Director Goh’s big decision in selling all of the paint businesses that the Goh family had 

developed over two generations will continue to make him be our important business partner 

who will provide support and guidance to NPHD. I believe his support is an important asset 

for our future development.  
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In proceeding with this transaction, some pointed out concerns that the Wuthelam Group 

stands as both the seller and the buyer, in which a conflict of interest could arise. That is 

to say, the Wuthelam Group is in a seller’s position that aims to sell its 49% stake in the 

Asian JVs and its 100% stake in the Indonesia business at the highest price possible, 

while at the same time it is also in a buyer’s position that seeks to buy those stakes at the 

lowest price possible as a NPHD shareholder. 

 

To give you more details, the Wuthelam Group already owns 39.6% of NPHD’s shares, for 

which its interests are aligned with those of other minority shareholders whose total 

shareholding amounts to about 60%. 

 

On the other hand, the Wuthelam Group is also in the seller’s position as the owner of a 

49% stake in the Asian JVs and a 100% stake in the Indonesian business. 

 

We have been aware of such conflicts for some time, and we put in place a proper 

governance structure in the course of considering the transaction. As we explained at the 

investor presentation on February 21, under our management policy predicated on 

ensuring the protection of the interests of minority shareholders, we shifted to a Company 

with Three Committees structure with the approval at the general meeting of 
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shareholders held in March this year, and adopted a new board of directors’ structure 

based on independence and objectiveness, nominating six independent outside directors 

to the nine positions available on the board. In addition, we had the details of the 

negotiations examined by a highly professional special committee comprising persons with 

practical expertise in M&A. Moreover, if I may add, Director Goh was very understanding 

during the whole process of changes in our governance structure, which enabled us to 

smoothly put the new structure in place. 

 

Furthermore, the Wuthelam Group chose not to sell its 49% stake in the Asian JVs and its 

100% stake in the Indonesia business to us at the highest price possible for cash but to 

use the proceeds of the sale to make additional investments in NPHD. This shows that the 

Wuthelam Group has high expectations and confidence in the NPHD Group’s future 

growth. 

 

After recognizing the importance of understanding minority shareholders, as it is essential 

for our growth and Maximization of Shareholder Value (“MSV”), the Wuthelam Group has 

decided to sell the businesses at a considerably low valuation even from the standpoint of 

NPHD, who is in the buyer’s position, giving consideration to securing the interest of 

minority shareholder, i.e. a double-digit increase in EPS.   
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I have mentioned earlier that we have thoroughly examined the transaction with an adequate 

structure based on our management policy of protecting the interests of minority shareholders. 

Specifically, we formed a special committee consisting of three independent outside directors. 

The special committee met a total of eight times so far and has held deliberations, examining 

the negotiations from the viewpoint of protecting the interests of minority shareholders and 

maximizing shareholder value. 

 

Also, the board of directors held a total of seven meetings and deliberated on the negotiations 

based on the report drawn up by the special committee. 

During this period, we took the position of negotiating with the Wuthelam Group from the 

viewpoint of "protecting the interests of minority shareholders," which culminated in today’s 

agreement.  

 

Both the special committee and the board of directors concluded that the terms and conditions 

of the transaction ensure the sufficient protection of the interests of minority shareholders.  

 

I believe that this is due to Director Goh, who will continue to be our important partner going 

forward, and his decision in making a huge concession in view of enhancing our future growth 

potential.    
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The page shows the outline of the transaction. The total purchase price will be 1,285.1 

billion yen. 

 

Of this, 1,049.6 billion yen will be considered for the acquisition of the Asian JVs, which 

will be settled by issuing 131.7 million new NPHD shares through a third-party allotment 

at 7,970 yen per share. At this purchase price, the Asian JVs are valued at implied PER of 

44.4 times based on the FY2019 results. Compared to our PER of 60.1 times based on the 

FY2019 results, the valuation is relatively undervalued considering that the Asian JVs are 

our growth driver and account for over 50% of our profits.  

 

The consideration for the acquisition of the Indonesia business was 235.5 billion yen, 

which will be settled by issuing 17 million new NPHD shares through a third-party 

allotment at 135.5 billion yen and 100 billion yen in cash. At this purchase price, the 

Indonesia business is also undervalued compared to our PER and PER of peer companies 

at implied PER of 29.9 times. 

 

Regarding financing arrangements, we will allot 148.7 million new NPHD shares to 

Wuthelam through a third-party allotment. As a result, the ownership ratio of the 
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Wuthelam Group in NPHD will increase to 58.7%. We will use cash on hand and external 

borrowings to prepare 100 billion yen to be paid in cash.  

 

Closing of the transaction is scheduled on January 1, 2021, which is subjective to the 

fulfillment of conditions including the approval by the relevant authorities. This coincides 

with the start of the new medium-term management plan currently being formulated.   
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The strategic significance of this transaction is to establish a dominant No.1 position with 

our “Asia x Decorative Paints” business model, and to further accelerate global growth in 

the future.  

 

Achieving a 100% ownership in the Asian JVs has a major benefit in allowing us to 

integrate the minority interests of more than 20 billion yen in the Asian JVs, which 

currently accounts for more than 60% of the Group’ operating profit. Also, as I explained 

earlier, the transaction will simplify the capital ownership structure and allow a complete 

alignment of the interests between major shareholders and minority shareholders, making 

the governance structure simple and easy to understand.  

 

The Indonesia business, which commands the No.1 share in the Indonesia market with 

high growth potential and an operating profit margin of more than 30%, can expect to 

contribute immediately to the Group’s profits after acquisition. In addition, the Indonesia 

business is run by a highly experienced management team with a strong track record, 

posing a very low PMI (Post Merger Integration) risk.  

 

In terms of synergy creation, we will further evolve “spider web management,” which I 

have been advocating. We can expect sales growth and profitability improvement as the 
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transaction will smooth the way for global integration of operations in the industrial 

coatings and automotive coatings fields. 

 

In terms of "EPS accretion and building a strong foundation,” the transaction, according to 

the simulation, will result in around 60% increase in profit attributable to owners of the 

parent company and more than 10% in EPS, which will greatly benefit minority 

shareholders. In addition, capital reinforcement achieved through a third-party allotment 

will strengthen our balance sheet, paving the way for acceleration of proactive 

management going forward, including investments in domestic production bases, product 

development with an eye to resolve social challenges, and M&As.   
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This slide was extracted from our presentation for institutional investors on February 21 of 

this year. 

 

The key points are ① from a global perspective, the paint market is expected to grow at a 

fast pace driven by global population growth; ② the Asian region, including China, has 

particularly a high growth potential; and ③ we have already established a dominant No.1 

position in Asia.  
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This page summarizes the presence of the Asian JVs within the Group and how much the 

acquisition of its 100% ownership will contribute to the Group’s profits. 

 

This page also serves as the basis for my explanation later on, so I would like to spend 

some extra time on explaining it. 

 

The left two columns show the FY2018 and FY2019 actual results, which have been 

reported in the financial statements. As you know, the Asian JVs, in which NPHD holds a 

51% stake, have already been consolidated, and their revenue and operating profit are 

entirely consolidated into the Group’s financial results. Of these earnings items, the Asian 

JVs contributed to about 60% in both revenue and operating profit in FY2018, while they 

contributed to about 56% in revenue and 70% in operating profit in FY2019.  

 

On the other hand, only 51% of the equity interest in the Asian JVs is consolidated into 

the Group’s profit attributable to the parent company. In FY2018, the Asian JVs accounted 

for approx. 50% of the Group’s profit, while in FY2019, they accounted for approx. 63% 

of the Group’s profit.  
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However, since DuluxGroup and Betek Boya were consolidated during FY2019, the actual 

results in the second column from the left reflect the actual results of DuluxGroup and 

Betek Boya only for 4 months and 6 months, respectively. Unless we show pro-forma 

figures prepared by consolidating the full-year results of DuluxGroup and Betek Boya, the 

contribution of the Asian JVs from FY2020 onwards will be overrated. 

 

Therefore, we showed in the middle column the FY2019 actual figures adjusted for full-

year consolidation of DuluxGroup and Betek Boya indicated as “DGL and Betek annualized 

and consolidated.” DuluxGroup and Betek Boya are our wholly-owned subsidiaries, so 

reflecting their annualized figures will reduce the pro forma contribution ratio of the Asian 

JVs to 49% of revenue, 62% of operating profit, and 55% of profit in FY2019.  

 

The next column shows the impact of this transaction. The Indonesia business is not 

included here. I mentioned earlier that revenue of the Asian JVs is entirely consolidated 

into the Group’s revenue. Meanwhile, we will newly consolidate Nippon Paint (India) and 

NIPSEA Management Company in Singapore, which are currently 50%-owned equity-

method affiliates. Consolidation of these companies will altogether add approx. 24.0 billion 

yen in revenue and approx. 1.0 billion yen in operating profit to the Group’s results. On 

the other hand, profit will increase significantly, approx. by 22.3 billion yen, due to the 

consolidation of 49% share of profit belonging to minority shareholders that have been 

flowing out. 

 

The rightmost column shows the simple sum of the annualized DuluxGroup and Betek 

Boya figures and the Asian JVs. As you can see, just by incorporating minority interests in 

the Asian JVs will boost the Group’s profit by about 53% to 64.9 billion yen. 

 

We updated our full-year forecast for FY2020 at the financial results announcement last 

week, with revenue of 730 billion yen, operating profit of 66 billion yen, and profit of 28 

billion yen, which are lower than the figures adjusted for full-year consolidation of 

DuluxGroup and Betek Boya shown in the middle column. This is due to the impact of 

COVID-19 this year, and it should be noted that the figures in the middle column are pro 

forma figures that are adjusted for FY2019 on a simulation basis to show the relative 

impact of this transaction.  
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This page shows the scheme we used for the acquisition of 100% stake in the Asian JVs. 

Some of you may wonder why we chose not to use interest-bearing debt to finance the 

transaction.  

 

This is a transaction in which consolidated subsidiaries become wholly owned subsidiaries, 

with an amount equivalent to goodwill deducted from equity capital. Therefore, if the 

purchase price is financed entirely by interest-bearing debt, equity capital would be 

significantly impaired, and in some cases, it would fall into negative equity. Accordingly, 

we need to increase our capital base in light of our future growth. 

 

In addition, although there was an option of carrying out public offerings, we determined 

that public offerings would compare unfavorably against a third-party allotment because 

the public offerings are subject to market conditions and involves uncertainty in terms of 

the number of shares issued, etc., and furthermore, new shares are generally offered at a 

discount from market value. 

 

We have determined that capital reinforcement through a third-party allotment would be 

an ideal structure that will not only allow us to certainly strengthen our balance sheet but 

would also enable us to fully control the cash flows of the Asian JVs, thereby creating a 
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strong financial base for considering various strategic measures including M&A in the 

future.  

 

As I mentioned at the beginning, the Wuthelam Group will become our major shareholder 

with a 58.7% shareholding as a result of our capital policy; not that we initiated the 

negotiations with the Wuthelam Group’s acquisition of a 58.7% stake as its aim.     
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Next, let me explain about the acquisition of the Indonesia business. First, I will give the 

positioning of Indonesian market in Asia. With a population of 270 million, Indonesia is 

the largest economy in ASEAN with a strong construction demand and a high economic 

growth potential.   
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Following the steady growth in population, particularly in the productive-age population, 

Indonesia's per capita GDP exceeded $4,000 in 2018. Generally speaking, when GDP per 

capita exceeds $3,000, the consumer market for automobiles and other products is 

expected to expand rapidly, with people’s primary needs (clothing, food, and housing) 

being met. Judging from the development process of other countries, the general 

tendency is that consumption will explode after GDP exceeds $3,000. As a result, a high 

economic growth will continue until GDP per capita reaches $10,000. 

 

Combined with the growth of the middle income segment, we expect to see further 

growth in the paint market, particularly in the premium segment.  
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The construction market is also expanding in proportion to the growth in population and 

the consuming class, with an annual average growth rate over 10 years through 2019 

was 6.8%, while that over the next decade is expected to grow rapidly by 11.5%. 

 

In addition, the Indonesian market is considered to be an extremely attractive market 

with high growth potential, due to the government's investment in infrastructure and 

reduction of corporate income tax. This reduction in tax rates will contribute directly to the 

EPS accretion in the future.  
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The following is an overview of the Indonesia business, which will be acquired in the 

transaction.  

 

Since its first paint plant was established in Jakarta in 1969, it has been a market leader 

in the paint industry in Indonesia. 

 

The decorative paints business is the mainstay of the company, accounting for approx. 

80% of its sales composition. The company also engages in other industrial coatings 

businesses that deal with paints and coatings for automobiles, motorcycles, and 

automotive parts.  

 

The business has been enjoying a steady increase in sales, particularly since 2007, thanks 

to the introduction of CCM (Computer-Aided Color Matching) systems and other measures 

to strengthen our sales capabilities.  
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As you can see here, the income statement for the Indonesia business for the past four 

years showed steady growth, notably in the decorative paints business, until FY2018. 

 

In FY2019, sales were 4.6 trillion rupiah (approx. 35.3 billion yen: 1 rupiah @ 0.0077 yen 

(average rate for FY2019)) and operating profit was 1.4 trillion rupiah (approx. 10.6 

billion yen: 1 rupiah@0.0077 yen (average rate for FY2019), and operating profit margin 

was extremely high at 30%, with our share in the decorative market growing despite a 

dip in the market due to the effects of the presidential election. 

 

The earnings in the Indonesia business are projected to decrease due to the impact of 

COVID-19, but we believe that from 2021, when we complete its acquisition, the earnings 

of the Indonesia business will be back on the high growth path over the medium to long 

term, taking into consideration Indonesia’s high economic growth potential.  



26 

 

 

 

In the Indonesia business, we hold the No.1 market share in both decorative paints and 

industrial coatings.  

 

The “Nippon Paint” brand, a trusted brand with a Japanese tradition, has maintained a 

dominant No.1 share for more than 30 years.  
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In addition to the brand strength, the Indonesia business has maintained its No. 1 market 

share over the long term through its production bases and sales networks covering all of 

Indonesia. 

 

Indonesia has land spread out across a large area, and the key to success in this market, 

as with China, is the distribution and sales bases that can supply products across the 

country in a timely manner. 

 

As mentioned earlier, the CCM (Computerized Color Matching) system is the so-called 

automated color toning machine, and the system has already been installed at almost all 

the main paint stores in the Indonesia business. We will continue efforts to install the CCM 

systems at our paint stores in Indonesia. In addition, we will increase the number of CCM 

support personnel that are not available to our competitors, as well as utilizing more than 

3,000 sales personnel, to further enhance our competitive edge. With the introduction of 

the CCM systems, the variation of colors available has increased dramatically, leading at 

the same time to reduced inventory requirements. As a result, according to our plan, this 

will enable us to further differentiate ourselves from other companies and rapidly expand 

our market share.  
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The Indonesian decorative paints market was 15.3 trillion yen (approx. 117.6 billion yen: 1 

rupiah@ 0.0077 yen; average rate for 2019) in 2018. Despite the slight market contraction in 

2019 due to the presidential election, we are steadily gaining market share in the face of the 

challenging market environment impacted by COVID-19. 

 

The decorative paints market is broadly divided into the premium segment and the economy 

segment. The premium market is defined as high-function coatings of at least 50,000 rupiah 

(385 yen) per liter. The economy market is general-purpose products of 50,000 rupiah (385 

yen) per liter or less. Until now, the Indonesia business has increased its share mainly in the 

economy market, commanding a 38% market share in 2019.  

 

Meanwhile, in accordance with the increasing number of people in the consuming class, we 

have started focusing on the premium market, which has grown rapidly in recent years, and 

have steadily increased our market share. In the Indonesia business, our acquisition target, we 

have been slightly behind the competition in the premium market due to our focus heretofore 

on the economy market. In the future, we plan to further increase our sales and market share 

in the premium market by strengthening our premium product lineup, utilizing CCM systems, 

and leveraging our extensive sales networks, with an eye to achieving the kind of growth that 

we have achieved in China.  
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The industrial market consists mainly of automotive OEM coatings and motorcycle 

coatings, which together account for approx. 75% of the market. The size of the industrial 

market is smaller than that of the decorative paints market, but this market also is 

expected to expand as the Indonesian economy grows. 

 

In the Indonesia business, our market share is 36% for automotive coatings and 62% for 

motorcycle coatings. However, as Japanese paint manufacturers have a strong presence 

in the automotive coatings market in Indonesia, we come in second in this market. On the 

other hand, we have already established a dominant position in the motorcycle coatings 

market. Our advantages are our "long and sound relationship with local management and 

staff" and "sales teams with deep experience in the technical fields." 

 

After the acquisition, we will immediately strengthen the collaboration in the industrial 

coatings field in Indonesia with the automotive coatings, industrial coatings, fine 

chemicals, and many other fields in the Japan segment.   
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The strength of the Indonesia business lies not only in the brand power and the 

production system and sales channels, but also in the excellent management team who 

are very familiar with the Indonesian paint market. 

 

Commissioners Mr. Eric Tan and Mr. Budi Fianto Buna, for example, have more than 50 

years of experience in the paint business in Indonesia. Mr. Jon Tan, head of decorative 

paints, was transferred to Indonesia a decade ago after gaining experience in NIPSEA 

China and has since been demonstrating strong leadership in promotion of CCM system 

and other areas.  

 

The management team practices the management approach they learned from NIPSEA 

China. In addition, they receive support in business management from the NIPSEA 

Malaysia Group. Considering these, I believe that we can replicate in Indonesia the 

business model with which NIPSEA China succeeded in the decorative paints business in 

China.  

 

Accordingly, although this is a large-scale acquisition of over 200 billion yen, I can say 

that the PMI risk is extremely low, and have high expectations that they will become part 

of our spider web management.  
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With regard to valuation, EBITDA margins of the Asian JVs are consistently higher than 

those of Asian Paints and Berger Paints. 

 

In terms of the sales growth rate, we were able to reach an agreement at a very 

attractive price given the future growth of the Indonesian paint market.  
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Regarding the situation of the COVID-19 pandemic in Indonesia, although the number of 

infected persons per day is still on the rise, the Indonesian government has taken 

measures to mitigate the impact, and we will pay close attention to the developments.   
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The real GDP growth rate of the Indonesian economy is projected to turn negative in 

FY2020 due to the impact of COVID-19. However, we expect the impact of COVID-19 to 

gradually ease and the real GDP growth rate to turn positive from 1Q of FY2021. Our 

decision to acquire the Indonesia business was based on its growth potential from a long-

term perspective. Seeing that the paint demand does not evaporate due to the impact of 

COVID-19, we believe that some time lags in demand can be recovered sufficiently.   
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Now, let me turn to explain about synergy creation. 

 

We believe that there are largely four synergies expected to be generated through the 

acquisition of the Asian JV stake and the Indonesia business. Our management style has 

been based on "spider web management," in which excellent partner companies 

cooperate autonomously with each other to generate synergies, rather than “radiation 

type management,” in which all bases are linked to the Head Office in Japan, which makes 

all important decisions. Through this transaction, we will welcome the Indonesia business 

to join our partner companies and further deepen our collaboration with the Asian JVs.  

 

Regarding synergy 1, we will acquire 100% ownership of the Asian JVs, which will allow 

us to integrate the interests of minority shareholders, which have previously been flowing 

out. Accordingly, we will be able to optimize the allocation of resources including 

investments globally. We believe that the Asia business will continue to be the driving 

force for the Group’s growth. Therefore, preventing profit and cash outflows early on will 

benefit our current shareholders in the future.  

 

In addition, since 49% of cash generated and other management resources of the Asian 

JVs are attributed to our joint venture partner, we had a tendency of pursuing partial 
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optimization of management resources. In this situation, collaboration does not always 

work well if only one side makes profits. However, the transaction will allow us to pursue 

total optimization of management resources. 

 

What I would like to make clear is that we will strive to create maximum synergies by 

leveraging the Group’s advantages by keeping NIPSEA’s advantages as much as possible, 

while expecting a greater autonomous growth than ever, and strengthening the 

partnership among the Group companies.  

 

Synergies 2, 3, and 4 are mainly synergies created from the acquisition of the Indonesia 

business. I will introduce an example of such synergy on the next page  
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These are our four business opportunities. Some of them have already been under 

consideration, while others are still ideas or possibilities. In any event, we believe that 

many synergies can be generated through spider web management.  

 

①Regarding "global integration of industrial coatings business," as I mentioned earlier, 

when a 49% stake is held by another shareholder, it can hinder smooth integrated 

operations. We believe that the industrial coatings business will enjoy faster decision-

making and execution considering relationships with customers if more integrated on a 

business axis basis, while the decorative paints business focuses on local production for 

local consumption based on a regional axis. For example, this transaction will allow us to 

consider integrating the automotive coatings business, which has in some cases 

historically been competing within the Group globally. For instance, we sometimes have 

Nippon Paint Automotive Coatings’ subsidiary and NIPSEA’ subsidiary competing in China. 

We have similar cases in other countries. After the transaction, we will be able to consider 

integrating such operations.  

 

②Regarding the “launch of Selleys brand in Indonesia,” Australia-based DuluxGroup has 

excellent sealants and adhesive products. They sold the Selleys brand operations in China 

to NIPSEA China. NIPSEA China have already started sales activities for the Selleys brand 
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products with sales off to a good start. Also, we believe it is worth considering the launch 

of the Selleys brand in Indonesia.    

 

③With regard to the "expansion to other coating areas in Indonesia,” we are considering 

collaboration, or partial integration with industrial and fine chemicals businesses with 

advanced technological capabilities in Japan. We believe that our full-fledged entry into 

areas such as coils, construction machinery, and surface treatments will have significant 

benefits. 

 

④Finally, we believe that by welcoming the management team of the Indonesia business 

to our spider web management, we will be able to share our management know-how and 

create new business opportunities. For example, the demand for antiviral coatings that 

can mitigate the spread of the COVID-19 infection, which we are currently focusing on, 

may increase around the world. . The spread of our spider web management will directly 

lead to the expansion of such business opportunities.  
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I will move on to explain about the financial impact of the transaction from this page 

onward. 

 

This page shows the impact of acquiring 100% ownership of the Asian JVs and the 

Indonesia business, as well as the impact that reflects the increase in the number of 

shares issued due to third-party allotment and amortization of interest cost and intangible 

assets, based on the FY2019 actual figures, in the same manner as in page 13.  

 

The first column from the left shows the actual results for FY2019. EPS was 114.5 yen. 

The second column from the left shows the pro forma, annualized earnings figures for 

DuluxGroup and Betek Boya as in page 13. On a pro forma basis, EPS would be 132.6 yen 

if the transaction is not reflected. 

 

The next column shows the impact of the transaction. In addition to the impact of 

acquiring 100% ownership of the Asian JVs, the impact of consolidation of the Indonesia 

business is reflected. The Indonesia business is highly profitable, and its consolidation will 

boost the operating margin.  
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Figures in the red boxes in the lower part of the table show that we can achieve an 

approx. 60% increase in profit, even when amortization of intangible assets and interest 

and other costs associated with consolidation are taken into account, compared to the 

figures shown in the second column from the left.  

 

This page also shows that EPS, in the bottom row of the table, will increase by more than 

10%.   
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This page illustrates the financial impact of the transaction explained in the previous page. 

On a pro forma basis based on the FY2019 actual figures, profit will increase by about 

60% even after amortization of costs, as shown on the left side of this page, while the 

number of shares will increase by 46%, as shown on the right side of this page, resulting 

in an increase of EPS.   
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Similarly, we prepared a pro forma illustration for the balance sheet. As I mentioned 

earlier, if we had financed the transaction entirely with interest-bearing debt, our capital 

base would have been impaired significantly. But we will be able to reinforce our capital 

base by choosing to implement a third-party allotment instead, as well as improving the 

D/E ratio.  

 

On the other hand, the net interest-bearing debt to EBITDA multiple will rise slightly. This 

is because the EBITDA of the Asian JVs is already incorporated entirely on a consolidated 

basis, so the transaction will basically result in an increase in EBITDA only by the amount 

of EBITDA of the Indonesia business. 

 

However, the projected net interest-bearing debt to EBITDA multiple of 3.2 times after 

the transaction is considered enough to adequately maintain our financial health and 

ensure financial capacity for M&As in the future, taking into consideration factors such as 

the stability of cash flows in the paint business, the effect of commanding full control of 

cash flows of the Asian JVs as I mentioned earlier, and the market environment allowing 

financing at low interest rates.   
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Finally, I would like to go into three points regarding future strategies. My explanation 

thus far has focused on overseas business expansion, while at the same time I am aware 

of the critical importance of improving productivity and strengthening technological 

capabilities in the domestic businesses. We will not only respond to the population 

decrease in the Japanese market but also make solid investments based on my view that 

the Japanese market has potential for development. 

 

As specific examples, we are working on realizing digital supply chains and promoting the 

restructuring of supply chains, about which I briefly mentioned in the presentation for 

institutional investors held in February this year. NIPSEA China, our partner company, has 

constructed a dashboard that provides real-time information on the production and 

delivery status of factories across China, allowing for monitoring of the current status of 

production and delivery. The advantage of spider web management is its ability to deploy 

such practices (know-how) in Japan as well, and we are working on the visualization of 

productivity and sophistication of operations.   
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The second point is our active development of anti-viral products. In May, we concluded a 

co-creation agreement with the University of Tokyo, and announced the launch of a joint 

research based on three themes including coating technologies with antiviral functions and 

the establishment of social cooperation course. We have already begun joint research on 

antiviral technologies. 

 

The Perfect Interior Air Clean is an antibacterial and antiviral coating developed by 

applying photocatalytic technology developed by the University of Tokyo in 1972. It is the 

first of its kind and only emulsion paint certified by the Photocatalysis Industry Association 

of Japan. The product has recently been widely covered in TV news, and inquiries about 

this product from hospitals, public facilities, dance studios, etc. are rapidly increasing.  
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The third point is growth through M&As. Our M&A strategy is to carry out acquisition of 

companies to further enhance spider web management. In other words, we aim to 

acquire competent talents and strong brands as well as businesses through M&As. After 

acquiring the companies, we basically respect the autonomous management of the 

acquisition targets and share opportunities for growth among group companies through 

technology sharing, etc., thereby enhancing corporate value of the Group as a whole.  
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Before concluding my presentation, I will briefly summarize the impact of this transaction.  

 

First, this transaction will allow us to strengthen our financial base while sufficiently 

protecting the interests of minority shareholders. In addition, I believe that the 

transaction will enable a significant increase in both profit and EPS.  

 

Second, this transaction will allow us to build stronger strategic partnership with the 

Wuthelam Group, establishing a structure for pursuing Maximization of Shareholder Value 

(MSV) as one in name and reality.   

 

This structure will allow us to establish a dominant No.1 management structure in Asia, 

and together with Mr. Goh Hup Jin, we will strive to achieve further growth under this 

new structure.  

 

Thank you for your attention. 

End 


