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CMP: 32,050 Target % 2,460 (20%) Target Period: 12 months BUY

July 29, 2026 Y
Strong base performance; Battery business expected to =E‘= NEOGEN
generate momentum__. “mm"- CHEMICALS LTD.
About the stock: Commencing operations in 1991, Neogen Chemicals X
manufactures specialty organic bromine-based chemical compounds as well as _
specialty inorganic lithium-based chemicals compounds. .
Particular % crore
¢ Neogen has two segments viz. (i) organic chemicals, (ii) inorganic chemicals o
o - et . . . . . Market Capitalization 5,547
which find applications in pharmaceutical intermediates, agrochemical
. . R . Total Debt (FY26) 1,330
intermediates, polymers additives and water treatment chemicals.
e As the per the new strategy to address the opportunities emanating from Cash & Invests (FY26) 5
EV ecosystem, it has earmarked a capex of X1,795 crore for the Lithium EV 6872
battery materials business with a strategic tie-up with Japanese companies. 52-week H/L /) 2374/967
. Equity capital () 26.4
Result Performance and Investment Rationale: Face value ) 10
o Neogen Q1FY27 - Strong print driven by both segments: revenue stood at _
X250.3 crore, up 34% YoY. Segment wise, Organic Chemicals (78% of revenues) Sep-25 Dec-25 Mar-26  Jun-26
were up 18% to X194 crore. Inorganic Chemicals (22% of revenues) grew 154% Promoter 51.2 51.2 51.2 53.0
to X57 crore. GPM came in at 46.6% up ~100 bps YoY. EBITDA came in at X48.2 Fil 5.1 4.6 45 4.1
crore, up 53% YoY translating to margins of 19.3%, up ~240 bps YoY. Finance ol 252 220 226 196
cost stood at X21 crore, up 64% YoY, driven by higher debt drawdown to fund Other 184 222 27 233

ongoing CAPEX and increased working capital intensity. PAT for the quarter _

stood atX17 crore, up ~67%. Company delivered a resilient performance despite

the temporary shutdown at its Dahej plant, supported by efficient utilization of 2500 30000
toll manufacturing facilities (other contract manufacturers) that ensured 2000 25000
business continuity. Growth was led by robust traction in the Organolithium 1500

portfolio (part of Organic Chemicals), aided by higher plant throughput, while a 1000 20000
favourable product mix helped sustain margins. The company also reported 500 15000
record quarterly revenues in both its Organolithium and Battery Chemicals (part

of Inorganic Chemicals) sub-segments, alongside healthy volume growth. ° 10009
Additionally, the company has a net insurance claim receivable of X186 crore.
Till date it has already received X164 crore.

e Base business stable; Ground set for traction in battery materials — The base
business outlook, driven by bromine and lithium price dynamics, continued to be
stable amid some macro volatility. The management has increased FY27
standalone revenues guidance to ~X1000 crore from X875-950 crore, owing to e Delay in offtake of battery chemicals
strong momentum in organolithium and lithium compounds. In the battery business.
materials segment (Neogen lonics), the company expects revenues to exceed
X300 crore in FY27, with most of the ramp-up expected in H2FY27 as customer
qualifications and commissioning activities progress. Besides this, the company
plans to raise X600 crore (we have baked in a hypothetical price of X2000/share
for our estimates) primarily to be utilized for deleveraging and strengthening
balance sheet as the company prepares for next leg of opportunities. The
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e Significant leverage on balance sheet.
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Siddhant Khandekar
Siddhant.khandekar@icicisecurities.com

company remains a risky but an interesting proposition, with an eco-system Shubh Mehta
ready to target EV opportunities but with a significant capex front-loading and shubh.mehta@icicisecurities.com
a high leverage.
. . Deep Thosani
Rating and Target Price: We maintain our BUY Rating with TP of 32460 based deep.thosani@icicisecurities.com
on 18x FY28E EBITDA.
2-year 2-year
(X Crore) FY24 FY25 FY26 CAGR FY27E FY28E CAGR
(FY24-26) (FY26-28E)
Net Revenue 690.7 777.6 862.0 11.7% 1,209.5 2,293.5 63.1%
EBITDA 110.1 1363 1373 11.7% 199.6 4128 73.4%
EBITDA Margins (%) 15.9% 17.5% 15.9% 16.5% 18.0%
Adj.PAT 35.6 489 28.8 37.8 193.9 159.7%
Adj. EPS }) 135 185 10.9 12.4 63.8
EV/EBITDA 52.6x 43.8x 49.0x 33.4x 15.0x
RoCE 8.2% 8.3% 5.4% 4.9% 11.8%

Source: Company, ICICI Direct Research
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Q1FY27 Earnings Conference Call Highlights

Battery Chemicals Business-

For the Electrolytes business, the commercialization depends mainly on the
Indian gigafactories. In the current situation, one gigafactory has already
begun large-scale production, second factory has started trial production
and two additional gigafactories are expected before FY27 end.
Management sounded significantly more confident on salts, as four global
electrolyte manufacturers have already approved Neogen's manufacturing
site, Customers are transitioning away from Chinese supply chains due to
US non-FEOC regulations.

Management highlighted FY28 salts capacity utilization should be ~70-
80%.

Current battery CAPEX under execution can support revenue of X2,400-
2,900 crore, with the target being full capacity utilization by FY29.
The current capacity is designed for ~30 GWh electrolyte and ~40 GWh
electrolyte salts.

Management emphasized this addresses only a fraction of India's
expected demand, as Government projections state that current battery
demand is 33 GWh currently; 92 GWh by 2027; 200 GWh by 2032.

On the Non-FEOC opportunity, Four out of five major US electrolyte
manufacturers have approved Neogen's facilities, which gives them
access to nearly the entire US electrolyte market.

Pricing Commentary-

Cost pass-through mechanisms have been successfully initiated with
customers for key raw materials and input costs to safeguard operating
margins.

Battery chemical pricing is fixed based on a lithium-based formula, with
stable lithium carbonate prices expected between US$15 to US$25.
During Q2 and Q3, some customers may require special pricing, potentially
lower than the long-term formula price, to secure volumes as they
transition from Chinese suppliers.

Current China spot prices for lithium are lower than the company's formula
price, though the difference has significantly reduced compared to 2024
and 2025.

The company aims for all battery chemical sales to be under contracted
terms by Q4 of the current financial year, moving away from volatile spot
market dependency.

In terms of legacy business pricing, Q1 growth was predominantly driven
by volumes. Management indicated ~X15 crore, growth came from higher
lithium/raw material pricing.

Guidance-

Management increased standalone revenue (base business) guidance
for FY27, from the earlier X875-950 crore to X950-1,050 crore now.

Key reasons behind the upgrade are: (i) Organolithium plant reached full
utilization during Q1FY26, (ii) Strong demand across speciality chemicals,
(i) Better Volume visibility across core products.

FY28 standalone revenue could grow another 10-15% implying ~X1,100-
X1,200 crore; although formal guidance will be issued later.

The legacy business FY27 EBITDA margin guidance is maintained at 18%
+1-1.5%. Despite, Dahej restart expenses, toll manufacturing expenses,
freight inflation, FY28 objective is to move towards 18-20% EBITDA
margins.

For the Battery Chemicals Business, the guidance is maintained at X300
crore, with ~X200 crore coming from Lithium Electrolyte salts and X100
crore from Electrolytes.

For the Battery business, the management refrained from EBITDA
guidance because lithium prices fluctuate and capacity utilization will be
uneven initially. Instead, management guided towards, 20% ROCE at full
utilization, on ~X1,800 crore invested capital.
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1 ICICI Direct Research
QIP and Capital Allocation

e Board approved X600 crore QIP, with an aim to deleverage balance sheet,
reduce finance costs, fund future organolithium expansion, invest in
advance battery R&D.

e If the raised funds are used entirely for debt reduction, then the annual
interest savings could be ~X40-50 crore.

e The entire X1,800 crore CAPEX for battery chemicals is expected to be
completed by the end of FY27, funded by remaining debt, Morita's
contribution of US$ 20 million expected to come around Q2-Q3FY27, and
X30-40 crore equity from Neogen.

Insurance Recovery & Pakhajan Initiation

e The company has recovered X164 crore so far. Outstanding receivable
stands at X186 crore

e The management aims to commercialize the Pakhajan plant during
H2FY27. However, if operational earlier, it could offset any delay in
domestic electrolyte demand through additional salt production.

Planned Capacities
Manufacturing Land Lithium Electrolyte Salts &
Locations Area Year | Electrolyte | Additives
6,455
Dahej m?2 FY25 | 2,000 MT | 400 MT

FY26 0 1,100 MT

FY27 0 1,000 MT
264,285

Pakhajan m?2 FY27 | 30,000 MT | 3,000 MT
270,740

Total m?2 32,000 MT | 5,500 MT

Source: Company, ICICI Direct Research

Demand Estimates for the Indian Market
FY27 FY30
Lithium Cell Demand (GWh) 60 160
Electrolyte Demand 56250 150000
Salt Demand 6750.0 18000
| Electrolyte Market ‘ 3938 10500

Source: Company, ICICI Direct Research

Neogen Chemical Limited

e EV/EBITDA =~ == == Mean

Source: Company, ICICI Direct Research
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Financial summary

Year end March FY25 FY26 FY27E FY28E Year end March FY25 FY26 FY27E FY28E
Total Operating Income 777.6 862.0 12095 12,2935 pgTg Extraordinary 50.2 41.1 50.4 2585
Growth (%) 126 109 40.3 896 Depreciation 278 275 61.8 98.9
Raw Material Expenses 423.1 4665 653.1 11,2385 After other adjustments
Gross Profit 3545 3955 5564 10550 ./ pecin Working Capital 647 -357.0 4651  287.2
Employee Cost 64.8 90.1 108.9 183.5

Taxes -123  -19.7 -126  -64.6
Other Operating Expenses 153.3 168.1 247.9 458.7

Others 65.6 76.5 90.4 -48.0
EBITDA 136.3 137.3 199.6 412.8 - ——
Growth (%) 239 07 45.4 106.9 CF from opert.atmg activities 196.0 -2315 655.1 532.0
Other Income 4.0 6.1 30 30 Purchase of Fixed Assets -317.7 -555.7 -7929  -100.0
EBITDA, including Ol 1403 1434 2026 4158 Others 11 1455 1860 0.0
Depreciation 27.8 275 61.8 9g.9 CFfrom investing activities -316.6 -4103 -6069 -100.0
Net Interest Exp. 485 75.1 90.4 58.4 Proceeds from issue of shares 0.0 -0.8 601.0 0.0
Other exceptional items -14.1 0.0 0.0 0.0 Borrowings (Net) 166.2 7544  -400.0 -400.0
PBT 50.0 40.8 50.4 258.5 Others -63.1  -111.9 2405 38.9
Total Tax 15.3 12.3 12.6 64.6 CF from financing activities 113.1 641.7 4415 -361.1
Tax Rate 30.7% 302% 25.0% 25.0% Netcashflow -7.5 0.0 4897 70.9
PAT 346 285 378 1939 tEffeCTSt‘?f foreign currency 0.0 0.0 0.0 0.0

: o ranslation
Adj.PAT after Minorit
intérest Y 489 288 378 1939  Opening Cash 125 5.0 50  494.6
Adj. EPS (R) 18.5 10.9 12.4 63.8 Closing Cash 5.0 5.0 494.6 565.5
Shares Outstonding 2.6 2.6 3.0 3.0 source: Company, ICICI Direct Research
Source: Company, ICICI Direct Research

Year end March Fy25 Fy26  FY27E  FY28E Year end March FY25  FY26  FY27E  FY28E
lél:b""ées ital 26.4 26.4 304 304 Per share data (% : - p P
Re(smtl-:te've:loI ‘ 763:0 789:9 1,941:6 2,125:3 AdJ:' EPS 13.2 10.9 12.4 638
Total Shareholders Funds 789.4 8163 19719 12,1557 Adj. Cash EPS 23.7 21.3 32.8 9.4
Minority Interest 0.0 0.0 0.0 0.0 BV 2992 3094 6491 709.6
Long Term Borrowings 170.1 819.2 4192 19.2 DPS 3.0 3.0 3.0 3.0
Net Deferred Tax liability 17.4 12.0 12.3 125 Operating Ratios (%) B B B ~
Other long term liabilities 25.9 54.2 76.0 144.1 Gross Margin (%) 45.6 45.9 46.0 46.0
Long term provisions 111 12.6 17.7 702.1 EBITDA Margin (%) 17.5 15.9 16.5 18.0
Current Liabilities and PAT Margin (%) 6.3 33 31 85
Provisions . . . .
Short term borrowings 3959 510.7 510.7 510.7 Asset Turnover 16 1.4 0.6 1.0
Trade Payables 2632 442.1 463.9 628.4 Debtor Days 94 161 120 100
Other Current Liabilities 62.9 2248 3155 598.2 Inventory Days 145 241 130 120
Short Term Provisions 11.4 10.0 14.0 26.5 Creditor Days 124 187 140 100
Total Current Liabilities 7334 11877 13041 1,763.8 Cash Conversion Cycle 116 214 110 120
Total Liabilities 17473 29019 380L1 4797.4 Return Ratios (%)
Assets 0 > 3 3 3
Net Block 403.9 474.8 1,963.0 1,964.1 ietgén;n Assets (%) gg ég ig ]:g
Capital Work in Progress 156.2 857.1 100.0 100.0 oCE (%) . ' . :
Intangible assets under 00 00 00 00 Core RolC (%) 9.1 8.5 6.0 155
devl. . . : : RoE (%) 6.2 35 1.9 9.0
Goodwill on Consolidation 0.0 0.0 0.0 0.0 Solvency Ratios B _ B _
Non-current investments 0.5 0.5 0.5 0.5 Total Debt / Equity 0.7 1.6 0.5 0.2
Deferred tax assets 0.0 0.0 0.0 0.0 Debt / EBITDA 4.2 9.7 4.7 13
tg:g;ig: loans and 13.8 34.3 48.1 91.2 Interest Coverage 2.3 15 1.6 5.4
Other Non Current Assets 1732 1427 2003 3798 Current Ratio 1.4 12 1.1 13
Current Assets, Loans & Quick Ratio 0.9 0.7 0.8 0.9
Advances Valuation Ratios (x) B B B B
Current Investments 0.0 0.0 0.0 0.0 EV/EBITDA 43.8 49.0 334 15.0
Inventories 309.1 568.2 430.8 754.0 P/E 155.3 188.1 164.8 32.1
Sundry Debtors 200.2 380.4 397.6 628.4 P/B 6.9 6.6 392 29
Cash and Bank 5.0 5.0 494.6 565.5 ’ ' ' '
Loans and Advances 0.4 0.4 0.4 0.4 EV/Sales 77 78 55 27
Other Current assets 485.1 438.6 165.7 314.2 Source: Company, ICICI Direct Research
Current Assets 999.8 13925 14891 272624
Total Assets 1,747.3 2,901.9 3,800.9 4,797.9

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research
Desk,

ICICI Securities Limited,
Third  Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA (Tech); Deep Thosani, MBA; Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for
securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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