Paint Wars:  ICI’s Bid to Purchase Asian Paints
[image: image1.png]KX Dt susines Leaes
TR ot

OF BLUSINESS |





Note to the Professor

This case brings together a breath of finance topics in an emerging market environment.  Below are topics that a student will learn doing this case:

1) Valuation in an emerging markets  

Besides the need for extensive due diligence and market information needed to forecast a the free cash flows.  Using an accurate discount rate is very important.  In this case, we show that by using a simple local CAPM to calculate the discount is flawed.   A higher discount rate should be used to represent additional risk in these markets such as expropriation risk, exchange risk, and vagueness in the legal system.  Students should also find out that using the world CAPM is not appropriate.

2) Real Option Pricing

The case also help a student identify real options and price them.  This is typical of a smaller emerging market, where you may have hold monopolistic market shares and profits

3) Legal system in India

As a country with a high potential for market size, it’s legal and regulatory system has not caught up with its recent opening of the economy.  In the case, we have shown that even a local financial advisor were not aware of the risk involved.

4) International Cost of Capital and Risk Calculator

This case would also introduce methods on how to get the discount rate for an emerging market.  A student will learn that the credit rating of the country is a good indicator of risk.  In this case, we would also introduce the International Cost of Capital and Risk Calculator, by Erb, Harvey, and Viskanta.


Unlike other cases that were written about India, this case is unique driving in some of the most important topics of corporate finance in an emerging market.
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