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All eyes on Battery business scale up

Key Points

» NEOGEN’s 3QFY25 consolidated performance came 3% above our
estimates on account of volume-led growth in the core business, continued
momentum in the BuLi business amid challenging pricing environment and
weakness in the agrochemicals segment.

» While in Q3FY25, there is a slowdown in electrolyte demand which is
expected to pick up in coming quarters, overall commentary for FY26 and
beyond is encouraging. We are building in Battery Chemicals revenue of
Rs3.5bn in FY26. In the base business, CSM growth was driven by the
scale-up of non-Agchem end-user industries and the management
maintained its guidance of ~20% revenue share in FY26.

» While we remain structurally positive on the Battery chemicals business,
risk-reward is not very attractive at the current price point amid near-term
uncertainties related to existing business demand recovery, pricing pressure
and working capital concerns and hence we maintain Hold with a TP of
Rs2,000 valued at 34x PE on Dec’26E.

3QFY25 performance update: NEOGEN’s 3QFY25 revenue grew by 22.5%
wherein the organic chemicals business grew by 36% and Inorganic chemicals
revenue declined by 29% YoY. Domestic revenue share during the quarter stood
at 65%. Both key RM prices of Bromine and Lithium continued to be lower on
YoY basis, Organic business growth was mainly led by Volume-led growth as
well as scaling up of BuLi, which is operating at full capacity now. The Battery
business’ revenue is expected in the range of Rs0.25-0.3bn in FY25 (vis-a-vis
earlier guidance of Rs0.5bn-Rs0.8bn) on account of a slowdown in electrolyte
demand. Overall, EBITDA saw a robust 70% YoY growth, reaching Rs0.34
billion, led by higher plant utilization, enhanced operational efficiency, and
reduced employee costs.

Big plans in Battery chemicals to drive earnings from 2HFY26: The
management indicated that NEOGEN’s upcoming expansion plan under the new
subsidiary Neogen lonics with a total capex outlay of Rs15bn spread over FY24-
26 is on track out of which nearly Rs4bn is already deployed in Q3FY25. On the
electrolyte formulation front, the existing 2KTPA plant should be commissioned
in a phased manner and the management indicated that NEOGEN is on track to
commission the main 30KTPA plant under MUIS technology on time. 70% Civil
construction related the work has already been completed, and MUIS has also
started plant construction work at its end. Also, in the organic business, BulLi
capacity can be doubled with minimal capex. In the recent budget, additional EV
based capital goods were exempted, and customs duty on lithium carbonate
remains nil, reducing costs and strengthening the lithium-ion value chain. Based
on current momentum and promising future outlook, the management is
confident to achieve FY26 revenue guidance of Rs9-10bn on the stand-alone
business.
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Company Data and Valuation Summary

Reuters NEOE.BO
Bloomberg NEOGEN IN
Market Cap (Rsbn / US$mn) 50.3/581.5
52 WKk H/L (Rs) 2,420/1,176
ADTV-3M (mn) (Rs / US$) 118.6/1.4

Stock performance (%) 1M/6M/1yr (14.6) /1 14.21/30.2

Nifty 50 performance (%) 1M/6M/1yr (0.6)/(2.0)/8.3

Shareholding 1QFY25 2QFY25 3QFY25
Promoters 56.9 51.2 51.2
Dlis 22.5 22.5 22.5
FlIs 4.7 8.2 7.7
Others 15.9 18.1 18.5
Pro pledge 0.0 0.0 0.0

Financial and Valuation Summary

Particulars (Rsmn) FY24 FY25E FY26E FY27E
Net Sales 6,907 8,216 12,385 19,828
Growth YoY% 0.7 19.0 50.7 60.1
Gross margin % 44.6 44.4 45.0 45.0
EBITDA 1,101 1,423 2,217 3,549
EBITDA margin % 15.9 17.3 17.9 17.9
Adj PAT 357 466 875 1,782
Growth YoY% -28.7 30.8 87.6 103.8
Adj EPS 135 17.7 33.2 67.6
RoCE 5.9 5.6 6.2 10.2
RoE 5.2 5.7 8.0 14.8
RolC 6.1 6.5 6.9 121
P/E 154.7 118.3 63.0 30.9
EV/EBITDA 47.8 37.0 26.9 13.0
P/BV 6.4 6.1 5.5 4.7

Source: Bloomberg, Company, Nirmal Bang Institutional
Equities Research

Key Links — 3QFY25 Presentation

Please refer to the disclaimer towards the end of the document.
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Exhibit 1: 3QFY25 consolidated performance

Particulars (Rsmn) 1Q24  2Q24  3Q24  4Q24 1Q25  2Q25  3Q25 4Q25E FY24  FY25E

Net Sales 1,649 1,617 1,644 1,997 1,800 1,934 2,014 2,468 6,907 8,216
YoY Change (%) 11.5 9.2 -11.7 2.1 9.1 19.6 22.5 23.6 0.7 19.0
Gross Profit 730 741 735 876 836 835 921 1,055 3,082 3,647
Margin (%) 44.3 45.8 44.7 43.9 46.4 43.2 45.7 42.7 44.6 44.4
EBITDA 281 259 203 358 308 345 346 423 1,101 1,423
YoY Change (%) 13.8 6.8 -32.7 9.8 9.8 33.1 70.7 18.2 -1.4 29.3
Margin (%) 17.0 16.0 12.3 17.9 17.1 17.8 17.2 17.1 15.9 17.3
Depreciation 55 58 57 59 68 71 71 116 229 326
Interest 108 111 105 97 98 128 134 182 421 542
Other income 18 19 16 22 16 8 11 36 75 70
Extraordinary Items - - - - - - - - - -
PBT (bei) 136 109 56 225 157 154 152 161 528 625
PBT 136 109 56 225 157 154 152 161 528 625
Tax 39 31 46 55 43 45 52 18 171 158
ETR (%) 28.5 28.0 82.7 24.7 27.3 29.3 345 11.2 324 254
Reported PAT 98 79 11 169 115 110 100 144 357 466
Adj. PAT 98 79 11 169 115 110 100 144 357 466
YoY Change (%) -11.8 -19.8 -92.8 18.3 17.6 384 844.3 -15.2 -28.7 30.8
Adj. EPS 3.9 3.2 0.4 6.4 4.3 4.2 3.8 54 135 17.7

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Consolidated Gross margin & EBITDA margin quarterly trend
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Exhibit 3: Quarterly segment revenue share Exhibit 4: Quarterly geographical revenue share
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Exhibit 5: Actual performance v/s NBIE and Consensus estimates

Consolidated (Rsmn) 3QFY25 ORI Variance 3QF\E§S§ Variance
(NBIE) Consensus)

Revenue 2,014 1,957 3% 1,923 5%

EBITDA 346 339 2% 324 7%

EBITDA margin 17.2% 17.3% -10bps 16.8% 35bps

PAT 100 122 -18% 117 -15%

Source: Company, Bloomberg, Nirmal Bang Institutional Equities Research

Exhibit 6: Change in earnings estimates

Consolidated Old Estimates New estimates Change (%)

(Rsmn) FY25E FY26E FY27E| FY25E FY26E FY25E FY26E FY27E ‘
Revenue 8,216 12,385 19,828 8,216 12,385 19,828 - - -
EBITDA 1,423 2,217 3,549 1,423 2,217 3,549 - - -
EBITDA % 17.3% 17.9% 17.9% 17.3% 17.9% 17.9% - - -
APAT 466 875 1,782 466 875 1,782 - - -

Source: Nirmal Bang Institutional Equities Research
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Exhibit 7: Update on various expansion initiatives

The aggregate CAPEX stands at Rs. 1,500 crore, with peak revenue potential ranging from Rs. 2,500 to Rs. 2,950 crore, depending on lithium prices.

Battery Chemicals Business Details of expansion projects announced Current project updates
Lithium Electrolyte A ] New capacity of 400 MTPA for manufacturing - * ;Oé]x;lg?n:;mmissioned: first approval material shipped to
Salts d Lithium Electrolyte Salts and additives 4

+ For remaining 200 MTPA, trial production has commenced

: 200 MT commissioned; trial supply from commercial plant
- Plant for manufacturing 2,000 MT of Electrolyte - '
Electrolytes p al Dahej facility p given to 4 customers

Several domestic and international customers visited and approved the facility of Battery Materials; now awaiting approval of commercial products

| manufactured from the site.

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 8: Proposed expansion plan under Neogen lonics

Manufacturing locations Land Area Planned Capacities
Electrolyte Lithium Electrolyte Salts & Additives
Dahej SEZ 6,455 m2 FY25 2,000 MT 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 9: Revenue growth - We are building in Exhibit 10: EBITDA growth - We are building in ~48%
~42% CAGR over FY24-27E CAGR over FY24-27E
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Exhibit 11: Earnings growth - We are building in ~71% CAGR over FY24-27E
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Financials
Exhibit 12: Income statement Exhibit 13: Cash flow
Y/E March (Rsmn) FY23 FY24 FY25E FY26E FY27E Y/E March (Rsmn) FY23 FY24 FY25E FY26E FY27E
Net Sales 6,862 6,907 8,216 12,385 19,828 PBT 710 528 625 1,238 2,485
Growth YoY% 40.8 0.7 19.0 50.7 60.1  Depreciation 162 229 326 510 660
Gross Profit 2977 3,082 3,647 5573 8,923 Interest 289 421 542 720 810
Gross margin % 43.4 44.6 44.4 45.0 45.0  Other adjustments 9 -84 -70 -251 -405
Staff costs 468 620 621 941 1,507 Change in Working capital -1,359 -1,288 2,749 -596 -968
% of Sales 6.8 9.0 7.6 7.6 7.6  Taxpaid -115 -98 -158 -364 -702
Other expenses 1,392 1,361 1,603 2,415 3,866 Operating cash flow -304 -292 4,013 1,257 1,878
% of Sales 20.3 19.7 19.5 19.5 19.5 Capex -785 -3,028 -3,675 -8,450 11,250
EBITDA 1,116 1,101 1,423 2,217 3,549 Free cash flow -1,089 -3,319 339 -7,193 13,128
Growth YoY% 28.9 -1.4 29.3 55.8 60.1  Other investing activities -159 872 70 251 405
EBITDA margin % 16.3 15.9 17.3 17.9 17.9 Investing cash flow -945 -2,156 -3,605 -8,199 11,655
Depreciation 162 229 326 510 660 Issuance of share capital - 2,467 - - -
EBIT 954 872 1,096 1,707 2,889 Movement of Debt 1,361 313 5,565 3,000 -3,500
Interest 289 421 542 720 810 Dividend paid (incl DDT) -69 -75 151 528 908
Other income 45 75 70 251 405  Other financing activities -289 -340 -542 -720 -810
PBT (bei) 710 528 625 1,238 2,485 Financing cash flow 1,003 2,365 5,174 2,808 -3,402
PBT 710 528 625 1,238 2,485 Net changein cash flow -245 -82 5582 -4,134 10,132
ETR 29.6 32.4 25.4 29.4 28.3  Opening C&CE 452 207 125 5,707 1,574
PAT 500 357 466 875 1,782 Closing C&CE 207 125 5,707 1,574 11,706
Adj PAT 500 357 466 875 1,782 gource: Company, Nirmal Bang Institutional Equities Research
Growth YoY% 12.0 -28.7 30.8 87.6 103.8
Source: Company, Nirmal Bang Institutional Equities Research Exhibit 15: Key ratios
Y/E March FY23 FY24 FY25E FY26E FY27E
Exhibit 14: Balance sheet Per share (Rs)
Y/E March (Rsmn) FY23 FY24 FY25E FY26E FY27E AdjEPS 20.0 13.5 17.7 33.2 67.6
Share Capital 249 264 264 264 264  Book value 206.8 3258 3424 3775 4494
Reserves & Surplus 4576 7,339 7,726 8,545 10,222 DPS 3.0 3.0 21 4.0 8.1
Net worth 4,825 7,603 7,990 8,809 10,486 Valuation (x)
Long term debt 1,291 1,242 5,000 7,000 5,000 P/Sales 7.1 7.1 5.9 3.9 25
Short term debt 2,331 2,693 4,500 5,500 4,000 EV/EBITDA 46.1 47.8 37.0 26.9 13.0
Total debt 3,622 3,935 9,500 12,500 9,000 P/E 104.3 1547 1183 63.0 30.9
Net Debt 2,655 3,810 3,793 10,926 -2,706 P/BV 10.1 6.4 6.1 55 4.7
Other non-current liabilities 325 499 729 1,313 2,327 Return ratios (%)
Total Equity & Liabilities 8,772 12,037 18,219 22,622 21,813 RoCE 8.9 5.9 5.6 6.2 10.2
Gross block 3,897 5,607 9,821 18,821 7,571 RoCE (pre-tax) 12.6 8.7 7.6 8.8 14.2
Accumulated depreciation 422 651 977 1,487 2,146 RoE 10.7 5.2 5.7 8.0 14.8
Net Block 3,475 4,956 8,844 17,334 5,424 RolC 9.6 6.1 6.5 6.9 12.1
CWIP 358 1,089 550 - - Profitability ratios (%)
Intangible and others - - - - - Gross margin 43.4 44.6 44.4 45.0 45.0
Other non-current assets 139 728 728 728 728  EBITDA margin 16.3 15.9 17.3 17.9 17.9
Investments 768 5 5 5 5 PAT margin 7.2 5.1 5.6 6.9 8.8
Trade receivables 1,774 2,817 2,026 3,917 4,889 Liquidity ratios (%)
Inventories 2,930 3,824 2660 5,003 6,627 Currentratio 1.6 15 15 0.9 2.0
Cash & Cash equivalents 207 125 5,707 1,574 11,706  Quick ratio 0.9 0.8 11 0.5 14
Other current assets 887 1,070 858 257 257  Solvency ratio (%)
Total current assets 6,558 7,837 11,251 10,750 23,479 Net Debt to Equity ratio 0.6 0.5 0.5 1.2 -0.3
Trade payables 1566 1,446 1,681 3,555 4,617 Turnover ratios
Other current liabilities 201 1,131 1,476 2,639 3,205 Fixed asset turnover ratio (x) 2.0 15 1.1 0.9 15
Total current liabilities 1,766 2,577 3,158 6,194 7,823 Debtor days 76 121 108 88 81
Total Assets 8,772 12,037 18,219 22,622 21,813 Inventory days 130 178 144 113 107
Source: Company, Nirmal Bang Institutional Equities Research Creditor days 68 80 69 7 75
Net Working capital days 138 220 182 123 113

Source: Company, Nirmal Bang Institutional Equities Research
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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 Hold 1,510 1,600
8 November 2022 Hold 1,412 1,570
13 February 2023 Buy 1,299 1,500
22 March 2023 Hold 1,301 1,300
15 May 2023 Hold 1,473 1,400
07 August 2023 Hold 1,566 1,600
28 September 2023 Hold 1,747 1,800
09 November 2023 Hold 1,546 1,600
12 February 2024 Hold 1,280 1,300
2 May 2024 Hold 1,585 1,550
9 August 2024 Hold 1,556 1,550
13 November 2024 Hold 2,024 2,000
4 February 2025 Hold 2,090 2,000
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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, NBIE Research, 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%

HOLD -5% to 14%

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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