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CMP: ₹ 1620 Target: ₹ 1940 (20%)  Target Period: 12 months  

Neogen Chemicals Limited (NEOCHE) 

 
 
 

BUY  

  

  

Battery chemicals build-up at the fore… 
About the stock: Commencing operations in 1991, Neogen Chemicals 
manufactures specialty organic bromine-based chemical compounds as well as 
specialty inorganic lithium-based chemicals compounds. 

• Neogen has two segments viz. (i) organic chemicals, (ii) inorganic 
chemicals which find applications in pharmaceutical intermediates, 
agrochemical intermediates, engineering fluids, polymers additives and 
water treatment chemicals. 

• The company has committed ₹1500 crore to foray in Battery chemicals 
Business primarily electrolyte, salt and additives.  

 
Investment Rationale: 

• Q4FY25- Stable Quarter with Flat Margins – Revenues remained almost 
flat, growing ~2% YoY to ₹202.8 crore. EBITDA grew 2% YoY to ₹36.4 
crore, with EBITDA margins flat YoY at 17.9%, despite a 314-bps 
improvement in gross profit margin (GPM). PAT declined 86% YoY to ₹2.42 
crore due to a loss of ₹14 crore associated with the fire accident at Dahej.   

• Stable Base Business; Growth to return by FY27 – Due to Fire Incident in 
April 2025, there was extensive damage to the warehouse and entire 
MPP3 structure. Due to which, management has lowered the base 
business revenue guidance for FY26 to be ~₹775-850 crore (from ~₹ 950-
1000 crore earlier). 

• Expansion in Battery chemicals with significant capex– Neogen was 
among the first few players in India which recognised the potential for 
battery chemicals (electrolyte and its raw material electrolyte salt) to cater 
to the huge demand for Lithium-ion batteries (see exhibit 3&4 for capacity 
build-up and potential). The company has allocated a total capital 
expenditure of ₹1,500 crore for its Electrolyte, Salt, and Additives business, 
of which approximately ₹470 crore has already been invested. The 
remaining ₹1,100 crore is expected to be capitalized by FY26. The 
management projects a potential ATR of ~2x (subject to stable lithium 
prices) with operating margins in the range of 16–18%. In another a 
strategic move, Neogen has entered into a joint venture with Japan-based 
Morita Chemicals, a firm with strong capabilities to compete with Chinese 
players, to focus primarily on Salts and Additives in India. Earlier, Neogen 
had partnered with Mitsubishi to secure a technology license for producing 
lithium-ion battery electrolytes domestically. These collaborations are 
expected to significantly strengthen Neogen’s position in this segment and 
contribute meaningfully to the company’s overall revenues going forward. 
We expect gradual improvement in leverage situation post FY27. 

Rating and Target price 

• Our target price is ₹ 1940 based on 22x FY27E EBITDA of ₹ 306.6 crore.  

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 
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Key risks  

 

 (i) Significant leverage to fund 
incremental capex (ii) Failure to maintain 
the EBITDA margins tempo 
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Jun-24 Sep-24 Dec-24 Mar-25
Promoters 56.9 51.2 51.2 51.2
FII 4.6 8.2 7.7 7.8
DII 22.5 22.5 22.5 22.8
Others 15.9 18.1 18.5 18.2
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Result Update | Neogen Chemicals 

 
Exhibit 1: Quarterly trend 
Q4FY25 Results / Conference call highlights 
Base Business- 

• During Q4FY25 lower bromine prices impacted organic segment (potential 
~₹ 81 crore); lithium price declines impacted inorganic revenues (potential 
~₹ 16 crore). 

• Neogen targets working capital days to stay between 140-150 days in 
FY26 and in medium term further reducing to less than 100 days. 

• Reduction in Net block is due to fire incidence at MPP3 and replacement 
plant is under construction at adjacent location which expected to 
commission by Q4FY26. 

• Fire Incidence at MPP3 had estimated loss (Insurance covered) of ₹360 
crore (₹160 –180 crore inventory, balance physical assets). 

Battery chemicals - 

• Neogen Ionics Limited is in advanced discussion with Morita Chemical 
Industries Company Limited of Japan for formation of a joint venture 
company in India. 

• For salts, 200 metric tonnes per annum capacity have been commissioned 
with the first approved material already shipped to the customers. Trial 
production is ongoing for another 200 metric tonnes per annum. 

• Further expansion of salts includes 1,100 metric tonnes to be commissioned 
by September 2025, and another 1,000 metric tonnes by March 2026. 

• For electrolyte, 2,000 metric tonnes have been fully commissioned. A major 
ACC battery manufacturer has commenced trial production and commercial 
production is expected to begin by Q1 or Q2 FY26, and our initial capacity 
is well aligned with their requirement. 

• From Q3FY26 the commercial shipment should start for Salt. 
• As per management one gigafactory is now getting streamlined which will 

need electrolyte. The second one is likely to start by the end of the year. And 
one more factory is expected to start before/in the Q4FY26. 

• The 3,000 MT Pakhajan salt and additives capacity is expected to be 
transferred to the Morita JV. 

Exhibit 2: Current Manufacturing capabilities 

 
Source: Bloomberg, Company Estimates, ICICI Direct Research 

Exhibit 3: Planned Battery chemicals expansion 

 
Source: Bloomberg, Company Estimates, ICICI Direct Research 

 

 

 

Factory
Organic Chemicals
(Reactor capacity)

Inorganic Chemicals
(Tonnage)

Mahape (Since 1991) 69 m3 9 m3

Vadodara (Since 2017) 111 m3 -

Dahej (Since 2020) Earlier 258 m3 Earlier 30 m3

Total 438 m3 39 m3

Existing Capacity

Manufacturing locations Year

Electrolyte
Lithium Electrolyte Salts 

& Additives

Dahej SEZ FY25 2,000 MT 400 MT
Pakhajan, Dahej PCPIR 
(New site) FY26

-
2,100 MT

Total FY26 30,000 MT 3,000 MT

32,000 MT 5,500 MT

Planned Capacities
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Result Update | Neogen Chemicals 

 
Exhibit 4: Indian Market Demand Estimates for the Lithium Cells  

 
Source Neogen Chemicals Company Presentation, ICICI Direct Research 

 

Exhibit 5: 2-year forward EV/EBITDA band 

 
Source: Bloomberg, Company Estimates, ICICI Direct Research 

 

 

 

22 

0

5

10

15

20

25

30

35

40

45

May-19 Nov-19 May-20 Nov-20 May-21 Nov-21 May-22 Nov-22 May-23 Nov-23 May-24 Nov-24 May-25

Neogen Chemical Limited 

EV/EBITDA Mean +SD -SD



  
 

ICICI Securities | Retail Research  4 

  ICICI Direct Research 

 

Result Update | Neogen Chemicals 

 
Financial Tables 

Exhibit 6: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 7: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 8: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 9: Key ratios 

 

Source: Company, ICICI Direct Research 
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Result Update | Neogen Chemicals 

 

 

 

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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Result Update | Neogen Chemicals 
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