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CMP: Rs1,585 | Target Price (TP): Rs1,550 | Downside: 2%

Structurally positive on Battery Chemicals opportunity

Key Points

» NEOGEN’s 4QFY24 performance came well ahead of our and consensus
estimates on sequential ramp up in volume in the existing business and as
a result of operating leverage coupled with cost rationalization measures.

» The commentary on Battery chemicals was optimistic on both salts and
electrolyte formulation business. We are building in Battery chemicals
revenue of Rs3.3bn in FY26 with stable pricing, higher than prior estimates.

» While we remain structurally positive on the Battery chemicals business,
near-term uncertainties related to existing business demand recovery,
working capital concerns and stretched B/S could offer a better entry point,
in our view. Maintain Acc with a revised TP of Rs1,550 (50x PE FY26E).

4QFY24 performance update: NEOGEN’s 4QFY24 beat was mainly on
account of volume driven growth in the base business (led by new client
acquisition) coupled with cost rationalization initiatives. Organic chemicals
revenue grew by 22% YoY whereas Inorganic chemicals revenue declined by
53% YoY. Despite the price moderation in both the key raw materials (Bromine
and Lithium), overall performance was stable led by volume growth. BuLi ramp
up (Rs180mn revenue in 4QFY24) has also supported overall growth. Proposed
amalgamation of BuLi with NEOGEN is expected to bring in operational cost
synergies as well as product development opportunities. Working capital cycle
has elongated further in FY24 wherein elevated inventory was on account of
weakness in agrochemicals and higher receivables days as a result of
increasing share of domestic revenue. Capacity utilization during FY24 in
organic and inorganic business stood at ~60% and ~80% respectively.

Big plans in battery chemicals to drive earnings from 2HFY26: NEOGEN'’s
upcoming expansion plan under the new subsidiary Neogen lonics with a total
capex outlay of Rs15bn spread over FY24-26 (Peak revenue potential ranging
from Rs25bn to Rs30bn) is on track. The design for Electrolyte plant under MUIS
technology is ready. Considering the higher visibility as suggested by the
management, we are building in Battery Chemicals revenue of Rs3.3bn at stable
prices in FY26 (Electrolyte salts and Formulation sales assumption of
1.5KTPA/1KTPA). NEOGEN has an early mover advantage in electrolyte
formulation along with Tech collaboration with MUIS and noco-noco (refer
details). Also, globally demand for non-China origin Electrolyte salts and
additives is also gaining traction.

Outlook & Valuation: While we remain structurally positive on the Battery
chemicals business, near-term uncertainties related to existing business
demand recovery, working capital concerns and stretched B/S could offer a
better entry point, in our view. Based on management guidance and our back of
the envelope calculation, NEOGEN with the total asset base can grow its
EBITDA by ~6x from FY24 level and ROIC at ~19% (vis-a-vis single digit
currently). Maintain Acc (50x PE FY26E).
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Est Change Upward

TP Change Upward

Rating Change No change

Company Data and Valuation Summary

Reuters NEOE.BO
Bloomberg NEOGEN IN Equity
Market Cap (Rsbn / US$mn) 41.41496.9
52 Wk H/L (Rs) 1,859/1,176
ADTV-3M (mn) (Rs / US$) 76.7/0.9
Stock performance (%) 1M/6M/1yr 259/1.7/1.6
Nifty 50 performance (%) 1M/6M/1yr 29/4.21252
Shareholding 2QFY24  3QFY24  4QFY24
Promoters 60.2 56.9 56.9
Dlis 20.2 22.8 22.1
FlIs 4.3 4.5 4.6
Others 15.3 15.8 16.4
Pro pledge 0.0 0.0 0.0

Financial and Valuation Summary

Particulars (Rsmn) FY23 FY24 FY25E FY26E
Net Sales 6,862 6,907 9,752 12,858
Growth YoY% 40.8 0.7 41.2 31.9
Gross margin % 43.4 44.6 42.6 435
EBITDA 1,116 1,101 1,560 2,160
EBITDA margin % 16.3 15.9 16.0 16.8
Adj PAT 500 357 589 819
Growth YoY% 12.0 -28.7 65.3 39.0
Adj EPS 20.0 135 22.3 311
Growth YoY% 12.0 -32.6 65.3 39.0
RoOCE (pre-tax)% 12.6 8.7 8.5 8.5
RoCE% 8.9 5.9 6.5 6.0
RoOE% 10.7 5.2 7.2 7.5
P/E 79.1 117.3 70.9 51.0
EV/EBITDA 36.2 37.1 26.4 22.2
P/BV 7.7 4.9 4.6 4.2

Source: Bloomberg, Company, Nirmal Bang Institutional
Equities Research

Key Links — 4QFY24 Presentation

Please refer to the disclaimer towards the end of the document.
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https://www.bseindia.com/xml-data/corpfiling/AttachLive/a099f505-095b-4b2a-81f7-eeb3f938465a.pdf
https://www.bseindia.com/xml-data/corpfiling/AttachLive/a099f505-095b-4b2a-81f7-eeb3f938465a.pdf
https://ir.noco-noco.com/news-releases/news-release-details/noco-noco-and-neogen-forge-strategic-partnership-unleash-x-0
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Exhibit 1: 4QFY24 consolidated performance

Particulars (Rsmn) 1Q23 2023  3Q23  4Q23 1Q24  2Q24  3Q24  4Q24 FY23 FY24

Net Sales 1,479 1,481 1,863 2,039 1,649 1,617 1,644 1,997 6,862 6,907
YoY Change (%) 74.7 30.9 40.4 30.1 11.5 9.2 -11.7 2.1 40.8 0.7
Gross Profit 662 693 805 817 730 741 735 876 2,977 3,082
Margin (%) 44.8 46.8 43.2 40.1 44.3 45.8 44.7 43.9 43.4 44.6
EBITDA 247 243 301 326 281 259 203 358 1,116 1,101
YoY Change (%) 57.8 18.2 26.6 22.4 13.8 6.8 -32.7 9.8 28.9 -1.4
Margin (%) 16.7 16.4 16.2 16.0 17.0 16.0 12.3 17.9 16.3 15.9
Depreciation 39 39 41 43 55 58 57 59 162 229
Interest 61 69 67 93 108 111 105 97 289 421
Other income 9 4 14 17 18 19 16 22 45 75
Extraordinary Items - - - - - - - - - -
PBT (bei) 156 139 207 207 136 109 56 225 710 528
PBT 156 139 207 207 136 109 56 225 710 528
Tax 45 41 60 64 39 31 46 55 211 171
ETR (%) 29.0 29.6 29.1 30.9 28.5 28.0 82.7 24.7 29.6 324
Reported PAT 111 99 147 143 98 79 11 169 500 357
Adj. PAT 111 99 147 143 98 79 11 169 500 357
YoY Change (%) 50.4 -115 40.4 -8.0 -11.8 -19.8 -92.8 18.3 12.0 -28.7
Adj. EPS 4.4 4.0 5.9 5.7 3.9 3.2 0.4 6.4 20.0 135

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Consolidated Gross margin & EBITDA margin quarterly trend
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Source: Company, Nirmal Bang Institutional EquitiesResearch
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Exhibit 3: Quarterly segment revenue share Exhibit 4: Quarterly geographical revenue share
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Exhibit 5: Bromine Price Trend - China Exhibit 6: Lithium Carbonate Price Trend - China
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Exhibit 7: Actual performance v/s NBIE and Consensus estimates

Consolidated (Rsmn) 40QFY24 4Q(FNYBZ IAIS Variance (CossQe?'(szuiG; Variance
Revenue 1,997 1,733 15% 1,843 8%
EBITDA 358 225 59% 268 33%
EBITDA margin % 17.9% 13.0% 493bps 14.6% 337bps
PAT 169 58 193% 85 100%

Source: Company, Bloomberg, Nirmal Bang Institutional Equities Research

Exhibit 8: Change in earnings estimates

Consolidated Old Estimates New estimates Change (%) ‘
(Rsmn) FY25E FY26E FY25E FY26E FY25E FY26E
Revenue 9,458 11,867 9,752 12,858 3.1% 8.3%
EBITDA 1,608 2,112 1,560 2,160 -3.0% 2.3%
EBITDA % 17.0% 17.8% 16.0% 16.8% -100bps -100bps
APAT 566 710 589 819 4.1% 15.4%

Source: Nirmal Bang Institutional Equities Research
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Exhibit 9: Update on various expansion initiatives

LT 3 Expansion plans in FY25 and FY26
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Several domestic and international customers have visited and approved the facility of Battery
Materials, and are now awaiting approval of commercial products manufactured from the site

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 10: Proposed expansion plan under Neogen lonics (Rs15bn capex over FY24-26 with peak revenue
potential in the range of Rs25bn-Rs30bn

Proposed Manufacturing Setup

Manufacturing locations Land Area Year Capacities

Electrolyte "‘t""“"; E;E:’L“S“'“
Dahej SEZ (transferred from — Fraa - 400 MT
Neogen Chemicals) ' FY25 2,000 MT To be increased to 2,500 MT
Pakhajan, Dahej PCPIR (New site) 264,285 m? FY26 30,000 MT 3,000 MT
Total 270,240 m* 32,000 MT 5,500 MT

Source: Company, Nirmal Bang Institutional Equities Research

Neogen Chemicals
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Exhibit 11: Revenue growth - We are building in Exhibit 12: EBITDA growth - We are building in ~40%
~36% CAGR over FY24-26E CAGR over FY24-26E
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Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 13: Earnings growth - We are building in ~52% CAGR over FY24-26E
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Financials
Exhibit 14: Income statement Exhibit 15: Cash flow
Y/E March (Rsmn) FY22 FY23 FY24 FY25E FY26E Y/E March (Rsmn) FY22 FY23 FY24 FY25E FY26E
Net Sales 4873 6,862 6,907 9,752 12,858 PBT 571 710 528 762 1,164
Growth YoY% 44.8 40.8 0.7 41.2 31.9 Depreciation 117 162 229 326 510
COGS 2,750 3,885 3,825 5595 7,265 Interest 191 289 421 542 720
Gross margin % 43.6 43.4 44.6 42.6 43.5  Other adjustments -66 9 -84 -70 -234
Staff costs 315 468 620 726 926  Change in Working capital -701 -1,359 -1,288 2,216 -167
Other expenses 942 1,392 1,361 1,870 2,507 Tax paid -98 -115 -98 -173 -345
EBITDA 866 1,116 1,101 1,560 2,160 Operating cash flow 14 -304 -292 3,603 1,648
Growth YoY% 345 28.9 -1.4 41.8 38.4 Capex -1,701 -785 -3,028 -3,675 -8,450
EBITDA margin % 17.8 16.3 15.9 16.0 16.8  Free cash flow -1,687 -1,089 -3,319 -72  -6,802
Depreciation 117 162 229 326 510  Other investing activities 243 -159 872 70 234
EBIT 749 954 872 1,234 1,650 Investing cash flow -1,458 -945 -2,156 -3,605 -8,216
Interest 191 289 421 542 720 Issuance of share capital 2,250 - 2,467 - -
Other income 11 45 75 70 234  Movement of Debt -42 1,361 313 5,565 3,000
PBT (bei) 571 710 528 762 1,164 Dividend paid (incl DDT) -53 -69 -75 151 514
PBT 571 710 528 762 1,164  Other financing activities -272 -289 -340 -542 -720
ETR 21.8 29.6 32.4 22.7 29.6  Financing cash flow 1,884 1,003 2,365 5,174 2,794
PAT 446 500 357 589 819 Net change in cash flow 440 -245 -82 5,172 -3,774
Adj PAT 446 500 357 589 819  Opening C&CE 12 452 207 125 5,297
Growth YoY% 42.5 12.0 -28.7 65.3 39.0 Closing C&CE 452 207 125 5,297 1,523
Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 16: Balance sheet Exhibit 17: Key ratios
Y/E March (Rsmn) FY22 FY23 FY24 FY25E FY26E Y/E March FY22 FY23 FY24 FY25E FY26E
Share Capital 249 249 264 264 264  Per share (Rs)
Reserves & Surplus 4,143 4576 7,339 7,849 8,598 AdjEPS 17.9 20.0 135 223 31.1
Net worth 4,392 4825 7,603 8,113 8,862 Book value 188.2 206.8 3258 347.7 379.8
Long term debt 1,215 1,291 1,242 5,000 7,000 DPS 21 3.0 3.0 2.7 3.7
Short term debt 1,032 2,331 2,693 4,500 5,500 Valuation (x)
Total debt 2,247 3,622 3,935 9,500 12,500 P/Sales 7.6 5.4 5.4 3.8 2.9
Other non-current liabilities 204 325 499 729 1,313 EV/sales 8.0 5.9 5.9 4.2 3.7
Total Equity & Liabilities 6,844 8,772 12,037 18,342 22,675 EV/EBITDA 44.8 36.2 37.1 26.4 22.2
Gross block 3,134 3,897 5,607 9,821 18,821 P/E 88.6 79.1 1173 70.9 51.0
Accumulated depreciation 283 422 651 977 1,487 P/BV 8.4 7.7 4.9 4.6 4.2
Net Block 2,851 3,475 4,956 8,844 17,334 Return ratios (%)
CWIP 106 358 1,089 550 - RoCE 11.2 8.9 5.9 6.5 6.0
Intangible and others - - - - - ROoCE (pre-tax) 14.3 12.6 8.7 8.5 8.5
Other non-current assets 103 139 728 728 728 RoE 15.3 10.7 5.2 7.2 7.5
Investments 817 768 5 5 5  Profitability ratios (%)
Trade receivables 1,095 1,774 2,817 2,404 3,984  Gross margin 43.6 43.4 44.6 42.6 435
Inventories 1,946 2,930 3,824 3,124 5,111 EBITDA margin 17.8 16.3 15.9 16.0 16.8
Cash & Cash equivalents 452 207 125 5,297 1,523 PAT margin 9.1 7.2 5.1 6.0 6.3
Other current assets 624 887 1,070 858 257  Liquidity ratios (%)
Total current assets 4,925 6,558 7,837 11,683 10,875  Current ratio 2.3 1.6 15 15 0.9
Trade payables 989 1,566 1,446 1,990 3,627 Quick ratio 1.4 0.9 0.8 1.1 0.5
Other current liabilities 162 201 1,131 1,476 2,639 Solvency ratio (%)
Total current liabilities 1,151 1,766 2,577 3,466 6,266 Debt to Equity ratio 0.5 0.8 0.5 1.2 1.4
Total Assets 6,844 8,772 12,037 18,342 22,675 Net Debt to Equity ratio 0.2 0.6 0.5 0.5 1.2
Source: Company, Nirmal Bang Institutional Equities Research Turnover ratios
Fixed asset turnover ratio (x) 2.1 2.0 15 1.3 0.9
Debtor days 70 76 121 98 91
Inventory days 116 130 178 130 117
Creditor days 62 68 80 64 80
Net Working capital days 124 138 220 163 128

Source: Company, Nirmal Bang Institutional Equities Research

Neogen Chemicals
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Rating track

Date Rating Market price (Rs) Target price (Rs)
31 March 2022 Buy 1,655 2,000
16May 2022 Buy 1,385 1,600
9 August 2022 Buy 1,427 1,640
19September 2022 Accumulate 1,510 1,600
8 November 2022 Accumulate 1,412 1,570
13 February 2023 Buy 1,299 1,500
22 March 2023 Accumulate 1,301 1,300
15 May 2023 Accumulate 1,473 1,400
07 August 2023 Accumulate 1,566 1,600
28 September 2023 Accumulate 1,747 1,800
09 November 2023 Accumulate 1,546 1,600
12 February 2024 Accumulate 1,280 1,300
2 May 2024 Accumulate 1,585 1,550
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited
in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject
company. NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication
of the research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of
this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged
in market making activity of the subject company.

Analyst Certification: I, Abhishek Navalgund, research analyst the author of this report, hereby certify that the views
expressed in this research report accurately reflects my/our personal views about the subject securities, issuers, products,
sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst is principally responsible for the
preparation of this research report and has taken reasonable care to achieve and maintain independence and objectivity
in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to15%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage
in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation
and particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in
a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it.
NBEPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading.
The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional
risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect
the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication
in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the
information contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors.".

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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