
Proceedings	of	ICEMGD	2025	Symposium:	Innovating	in	Management	and	Economic	Development
DOI:	10.54254/2754-1169/2025.LH25111

©	2025	The	Authors.	This	is	an	open	access	article	distributed	under	the	terms	of	the	Creative	Commons	Attribution	License	4.0
(https://creativecommons.org/licenses/by/4.0/).

18

Analysis of Investment Potential of Paint and Coatings
Industry in the U.S.: A Case Study of the Sherwin-Williams

Company

Yiying Liu

School of Economics & Management, University of Science and Technology Beijing, Beijing, China
U202242585@xs.ustb.edu.cn

Abstract.  This study uses SWOT analysis to systematically assess the competitive
landscape, investment value, and challenges for the Sherwin-Williams Company in the U.S.
paint and coatings industry. The research finds that industry growth is primarily driven by
demand from construction and industrial sectors but faces challenges including raw material
price volatility, digitalization impacts, and regulatory fragmentation. Sustainable
technologies such as low-volatile organic compound coatings have become central to
competition, with leading companies building on their strengths through vertical integration
and research and development investments. Financial analysis reveals that Sherwin-
Williams demonstrates strong profitability with a high Return on Equity, though revenue
growth has slowed to 0.2%, indicating a need for vigilance against cyclical market risks. The
study concludes that future industry success will depend on innovation and policy
adaptability, and investors should focus on environmental technology development and cost
control capabilities. This research contributes to understanding how leading companies like
Sherwin-Williams maintain competitive advantages through technological innovation and
strategic adjustments in a transforming industry.
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1.  Introduction

The paint and coatings industry is undergoing a major transformation that challenges traditional
business models. While existing studies have explored the development trends of the paint industry
broadly, systematic research on leading companies like the Sherwin-Williams Company (SHW)
remains insufficient. There is a notable gap in in-depth analysis of how strategic decisions by such
companies respond to industry changes. This study aims to fill this gap by providing practical
evidence on how SHW has maintained its competitive advantage through technological innovation
and strategic adjustments.

The global coatings industry represents a significant segment of the materials sector, with market
size exceeding US$160 billion in 2023. Growth is projected at a compound annual growth rate of 4-
5% through 2030 with Asia-Pacific being the fastest-growing region due to rapid urbanization and
industrialization [1]. This growth is driven by increased construction activity, infrastructure



Proceedings	of	ICEMGD	2025	Symposium:	Innovating	in	Management	and	Economic	Development
DOI:	10.54254/2754-1169/2025.LH25111

19

development, and rising demand from automotive and industrial sectors. The Asia-Pacific region
shows the fastest growth due to rapid urbanization and industrialization. Architectural coatings
remain the largest market segment, supported by demand from residential and commercial buildings.

However, the industry faces numerous challenges. Volatile raw material prices create uncertainty
in production costs. Supply chain disruptions, particularly evident during global crises, impact
product availability and pricing. Environmental regulations are becoming increasingly stringent,
reshaping the competitive landscape and driving companies toward sustainable innovations. These
factors combine to create a complex operating environment that requires careful strategic
navigation.

Sustainability has emerged as a key focus for the industry. The transition toward eco-friendly
products is driven by both policy pressures and changing consumer preferences. As governments
worldwide introduce stricter environmental policies, waterborne coatings and low-volatile organic
compound (VOC) formulations are gaining market share. Bio-based materials represent another
growing trend in sustainable coatings development. Major companies including Sherwin-Williams,
PPG, and AkzoNobel are investing heavily in research and development, launching innovative
products with properties such as self-cleaning, anti-bacterial, and energy-saving capabilities [2]. The
circular economy concept is also influencing the industry, with paint waste recycling and carbon
reduction becoming important considerations. These trends are reshaping product offerings and
creating new opportunities for companies that can meet green building standards and sustainability
requirements.

This study employs a combination of case study methodology and financial indicator analysis.
First, the SWOT framework is used to analyze Sherwin-Williams' internal strengths and external
opportunities. Second, an industry competition model evaluates its technology development and
market positioning. Finally, financial data is analyzed to determine profitability and growth
potential. The goal is to provide investors and managers with a comprehensive assessment of
Sherwin-Williams within the context of the evolving paint and coatings industry.

The paper is structured as follows. First, a literature review examines key analytical frameworks
including SWOT analysis and the Price-to-Earnings Growth ratio. Next, an overview of the paint
and coatings industry explores strategic evolution, competitive landscape, investment value, and risk
considerations. The case study of Sherwin-Williams follows, examining its history and growth, core
competencies, SWOT analysis, and financial performance. Finally, conclusions are drawn regarding
investment potential and future industry directions..

2.  Literature review

2.1.  SWOT analysis

Strengths, Weaknesses, Opportunities, and Threats (SWOT) analysis is a fundamental tool in
strategic management to assess the strengths, weaknesses, opportunities, and threats of an
organization [3]. This framework was developed by Albert Humphrey and his team at the Stanford
Research Institute in the 1960s to assist in decision-making by systematically analyzing internal
factors and external factors [4]. Strengths and Weaknesses focus on internal attributes such as
resources, capabilities, and competitive advantages; Opportunities and Threats examine external
environmental factors including market trends, policy changes, and competitive pressures [5]. The
SWOT framework can be applied across various fields from business and policy. Critics have noted
several limitations of SWOT analysis. This tool can be subjective, lacks prioritization of factors,
produces static analyses, and often fails to lead to concrete actions [6]. To address these limitations,
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analysts often combine SWOT with complementary tools such as Political, Economic, Social,
Technological, Endironmental, and Legal (PESTEL) analysis or Analytic Hierarchy Process to
increase the rigor and strategic depth of the assessment.

2.2.  Financial indicators

The Price-to-Earnings Growth (PEG) ratio is a stock valuation metric that compares a company’s
price-to-earnings (P/E) ratio to its expected earnings growth rate to assess if the stock is fairly
valued relative to its growth. PEG ratio is a widely used metric in stock valuation that enhances the
traditional P/E ratio by incorporating expected earnings growth [7]. When the PEG value equals 1,
the stock is considered reasonably valued. Unlike P/E, which focuses only on current earnings, PEG
is particularly suitable for evaluating high-growth companies because it accounts for future growth
prospects. The simplicity of PEG allows for easy comparison of companies with different growth
rates and helps investors identify growth opportunities at reasonable prices, effectively bridging
value and growth investing approaches. However, PEG has notable limitations. It relies on growth
forecasts, which can be volatile or inaccurate. It ignores factors such as risk, dividends, and
macroeconomic conditions. Lastly, it may show industry biases that affect comparative analysis.

3.  Overview of coating industry

The global coatings industry shows steady growth driven by increased construction activity,
infrastructure development, and rising demand from automotive and industrial sectors. With a
market size exceeding US$160 billion in 2023, the industry is expected to expand at a compound
annual growth rate of 4-5% through 2030. Asia-Pacific represents the fastest-growing region due to
rapid urbanization and industrialization. Architectural coatings remain the largest market segment,
supported by residential and commercial building demand. The industry faces challenges including
volatile raw material prices, supply chain disruptions, and stringent environmental regulations that
reshape the competitive landscape. Sustainability has become a key focus, with the industry
transitioning toward eco-friendly products due to policy pressures and consumer preferences.
Waterborne coatings, low-VOC formulations, and bio-based materials continue gaining market share
as governments introduce stricter environmental policies.

3.1.  Competitive landscape

The global coatings industry maintains competitiveness through multiple strategic advantages.
Major companies like Sherwin-Williams, PPG, and AkzoNobel are investing heavily in research and
development, launching innovative coatings with self-cleaning, anti-bacterial, and energy-saving
properties. The circular economy is also influencing the industry, with paint waste recycling and
carbon reduction becoming important considerations. These trends are reshaping product offerings
and creating new opportunities for companies that can meet green building standards. Leading
companies utilize mass production and vertical integration to achieve cost efficiencies, while
establishing long-term supplier contracts to buffer against raw material price fluctuations. Strong
brand recognition and digital color matching tools enhance customer value propositions [8].
Technological advancement forms the core of competition. Research and development focuses on
bio-based materials, nano-enhanced coatings, and digitized production processes [9]. Efficient
supply chain management relies on regional production sites to ensure stable deliveries across
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markets. Automation increases precision while reducing costs, and digital tools optimize inventory
and demand forecasting.

Sustainable compliance has become a key competitive factor, with environmental regulations
directing product development [10]. Industry leaders invest in environmentally friendly
technologies, low-VOC formulations, and circular economy programs [11]. The ability to maintain
performance while meeting regulatory requirements determines success across regional markets.
These combined strengths create entry barriers, allowing established players to maintain leadership
positions in this mature yet innovation-driven industry.

3.2.  Investment value

The coatings industry holds strategic importance within the global materials sector, driven by
evolving regulations and technological innovation. Demand for sustainable products continues to
rise, serving as a major growth catalyst. For example, new regulations issued by the U.S.
Environmental Protection Agency in 2024 require a 30% reduction in VOC emissions by 2030,
compelling companies to significantly increase environmental research and development
investments [12]. This regulatory trend aligns with market forecasts projecting the global eco-
friendly coatings segment to expand at an annual rate of 8%, potentially reaching $120 billion by
2030. These market trends highlight the alignment between industry development and long-term
sustainability goals, as well as opportunities to capitalize on policy-driven changes. Regulatory
fragmentation in climate policy adds further challenges. Differences in global climate regulations
create operational inefficiencies and compliance burdens. The European Union imposes a Carbon
Border Adjustment Mechanism on implied carbon emissions for paint imports, while the U.S. and
emerging markets drive local production with less stringent environmental standards. This forces
multinational companies to maintain parallel product lines-low-carbon formulations for compliant
markets and cost-optimized products elsewhere-increasing research and development costs by 12-
18% [13]. Small and medium-sized regional players face market obsolescence due to inability to
bear these costs.

3.3.  Risk considerations

The paint and coatings industry faces challenges from structural contraction in core demand and
macroeconomic shifts that have disrupted traditional application scenarios. The global transition
toward electric vehicles threatens automotive coatings demand, as electric vehicles require fewer
coated parts and approximately 30% less surface area coating compared to combustion-engine
vehicles [14].

Modular construction technology, expected to become a major market by 2030, reduces
architectural coatings demand since prefabricated materials are inherently weather-resistant.
Industry projections suggest architectural coatings demand could decline by 15-20% in major
markets by 2030. Additionally, slowing urbanization in mature economies, aging populations, and
stagnant infrastructure spending further compress growth potential for recoating and maintenance
applications, forcing the industry to transition toward emerging areas such as renewable energy
coatings and smart surfaces.

Digital platforms have introduced disruptive pricing models affecting the coatings industry. B2B
e-commerce platforms and direct-to-consumer channels are dismantling traditional distribution
networks. Online platforms aggregating bulk orders for industrial coatings enable purchasers to
bypass manufacturers, while algorithmic pricing squeezes margins. Third-party e-commerce



Proceedings	of	ICEMGD	2025	Symposium:	Innovating	in	Management	and	Economic	Development
DOI:	10.54254/2754-1169/2025.LH25111

22

platforms in Asia, already accounting for 25% of the region's industrial coatings sales, offer prices
10-15% below manufacturer levels through opaque supplier networks.

The Coating-as-a-Service subscription model, bundling materials with construction services,
threatens to commoditize products and shift pricing power to service providers. Brand loyalty faces
challenges from this digital transformation, putting established companies without flexible omni-
channel strategies at risk of profit erosion.

Inconsistencies in green certification frameworks create buyer confusion, while sustainable
coating technologies, despite performance advantages, face adoption barriers. This regulatory
fragmentation inhibits innovation scaling and exacerbates market fragmentation, complicating
industry adaptation to change.

4.  Case study of Sherwin-Williams

After 157 years of strategic growth and innovation, the Sherwin-Williams Company has become a
global leader in the coatings industry. Founded in Cleveland, Ohio, in 1866 by Henry and Edward
Williams as a small coatings distribution company, it evolved into a fully integrated manufacturer.
The early 20th century marked a crucial expansion period, with the introduction of pre-mixed
coatings and establishment of the first research laboratory in 1909 demonstrating an early emphasis
on technological innovation that later became core to company identity. SHW accelerated growth
through strategic acquisitions and vertical integration. The acquisition of Dutch Boy in 1980
consolidated its position in the retail coatings market. From the late 20th century through the early
21st century, the company expanded its global footprint through acquisitions of Martin-Senour in
1990 and Duron in 2000. In 2017, the transformational acquisition of Valspar for $11.3 billion
significantly increased international presence and strengthened industrial coatings capabilities,
making SHW one of the world's largest coatings companies by revenue [15].

4.1.  SWOT analysis

4.1.1.  Strengths

Sherwin-Williams’ vertically integrated business model remains a cornerstone of its competitive
advantage. By controlling every stage of production, from raw material procurement to retail
distribution, the company ensures consistent product quality and minimizes reliance on external
suppliers. This integration includes over 4,900 company-owned retail stores in North America,
which account for approximately 68.3% of the U.S. paint stores industry revenue. Such direct
control over distribution allows SHW to maintain high margins by eliminating intermediary costs
and responding swiftly to market demands. For instance, during supply chain disruptions in 2022–
2023, the company leveraged its integrated network to prioritize high-demand products, mitigating
delivery delays. Vertical integration allows Sherwin-Williams to control supply chain and
distribution channels, building a solid foundation for product quality and supply stability [16].

4.1.2.  Weaknesses

Approximately 72% of Sherwin-Williams’ revenue originates from North America, exposing it to
regional economic fluctuations. For instance, rising U.S. interest rates in 2023–2024 slowed
residential painting demand, contributing to a 0.2% revenue growth rate in Q4 2024. This
overreliance contrasts with competitors like PPG and AkzoNobel, which derive 40–50% of sales
from Europe and Asia-Pacific. SHW's heavy reliance on the North American market presents
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potential revenue risk, as regional economic volatility can significantly impact performance.
Frequent fluctuations in petrochemical-derived raw material prices, particularly titanium dioxide,
continue to squeeze margins. While the 2017 Valspar acquisition expanded international presence,
the high integration costs and regional cultural differences have constrained operational efficiency.

4.1.3.  Opportunities

As environmental regulations become increasingly stringent, market demand for low-VOC and
water-based coatings grows, creating development opportunities for SHW. Infrastructure
investments in developing economies open new growth avenues. Globally, professional coatings
market penetration has significant improvement potential, and service-based revenue models remain
underexplored. Digital technologies like augmented reality color visualization can further strengthen
brand differentiation. Government policies like the U.S. Inflation Reduction Act, which offers tax
credits for low-VOC coatings, align with SHW’s eco-friendly product lines. While Asia-Pacific
accounts for just 8% of current sales, SHW’s joint venture with India’s Asian Paints targets a 15%
share of the region’s $54 billion coatings market by 2030. The partnership combines Asian Paints’
distribution reach with Sherwin-Williams’ marine coatings expertise, aiming to capture 30% of
India’s shipbuilding coatings demand.

4.1.4.  Threats

Nevertheless, the competitive landscape remains challenging, with international giants like PPG and
AkzoNobel exerting considerable pressure through their extensive geographic presence. Economic
downturns in construction and industrial sectors would drastically reduce demand. Additionally,
trade policy changes and tariff adjustments could disrupt established global supply chains. PPG’s
2025 launch of a graphene-enhanced automotive coating threatens SHW’s share in original
equipment manufacturer automotive finishes. Similarly, AkzoNobel’s dominance in European
powder coatings challenges SHW’s expansion efforts in EU renewable energy projects.

4.2.  Core competence

SHW builds strong competitive advantages through a vertically integrated business model
combining manufacturing capabilities with an extensive distribution network. The company operates
more than 4,900 direct-to-market, brand-consistent, self-managed retail stores in North America.
This vertical integration enables quality control throughout the supply chain while avoiding margin
dilution through intermediaries.

The company's manufacturing expertise spans architectural, industrial, and protective coatings
sectors. Specialized facilities contribute to competitive advantage by producing proprietary
formulations for diverse customer needs. Technological innovation forms another core barrier to
entry. SHW consistently invests in R&D, focusing on low-VOC formulations, antimicrobial
coatings, durable industrial finishes, and other cutting-edge technologies. The ColorSnap augmented
reality color visualization technology demonstrates effective digital transformation, enhancing
customer interaction experiences. Numerous patents in coating chemistry and application methods
create competitive barriers supporting premium pricing for specialized products.
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5.  Financial analysis

In terms of return on equity, SHW demonstrates strong asset profitability. However, the modest
revenue growth rate of 0.2% indicates the company focuses on earnings quality rather than rapid
scale expansion. SHW's current trailing twelve-month price-to-earnings ratio of 37.46 and next
twelve-month price-to-earnings ratio of 24.11 reflect favorable market expectations for continued
earnings growth. The earnings per share growth rate of 55.35% demonstrates the company's strong
profitability. Although slowing revenue growth may affect long-term valuation stability, SHW
remains a high-quality investment option for balanced portfolios due to stable earnings performance
and excellent resource control. Investors should monitor SHW's cost control capabilities and
innovative initiatives in response to market changes to better manage cyclical industry fluctuation
risks. Table 1 displays the valuation measures for SHW.

In Q1 2025, SHW saw a slight decline in valuation, with its market cap, P/E, PEG, and P/B ratios
all decreasing compared to Q1 2024. These shifts suggest a modest re-rating of the stock, reflecting
more conservative investor expectations while still maintaining a premium valuation.

Table 1: SHW valuation measures

Q1 2025 Q1 2024

Market Cap 87.82 billion 88.26 billion
P/E 29.24 30.86
PEG 3.95 4.54
P/B 21.68 23.70

6.  Conclusion

This study found that Sherwin-Williams has successfully built competitive barriers that significantly
differentiate it from competitors through implementation of a vertically integrated business model
and continuous promotion of technological innovations. However, heavy dependence on the North
American market and unpredictable raw material price volatility remain major risk factors at the
current stage.

The research has filled a longstanding gap in strategic analysis of leading enterprises in the paint
industry, providing evidence that enables investors to more accurately assess the long-term value of
Sherwin-Williams. The findings offer valuable insights into how traditional manufacturing
industries can successfully navigate transformation challenges in an increasingly complex business
environment.

The SWOT analysis revealed that while SHW possesses considerable strengths in distribution
control and brand reputation, its geographic concentration presents vulnerability to regional
economic fluctuations. The company's established technological innovation capabilities position it
well to capitalize on growing demand for sustainable coating solutions, though intensifying
competition and potential construction sector downturns pose significant threats.

Financial assessment indicates that despite modest revenue growth, SHW maintains strong
profitability metrics that support investor confidence. The favorable price-to-earnings ratios reflect
market recognition of the company's stable earnings potential even in challenging conditions. This
financial resilience, combined with strategic positioning in sustainability-driven market segments,
suggests continued competitive strength.
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Future research could expand this study to include comprehensive comparative analysis of
Sherwin-Williams with major global competitors like PPG, AkzoNobel, and other industry leaders.
Such expanded analysis would provide deeper understanding of the competitive landscape across
different regional markets and regulatory environments. Additionally, longitudinal studies tracking
how SHW's strategic adaptations respond to evolving environmental regulations and technological
disruptions would offer valuable insights for both industry practitioners and investment analysts.
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