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Pharma recovering; Crop prtection still subdued... HfKA L

About the stock: Hikal is predominantly a product cum CDMO player that provides _8
intermediates and active ingredients to global pharmaceutical, animal health, crop o]
protection and specialty chemical companies. Particulars -8_
e For FY24, Pharma & Crop protection accounted for 62% & 38% of sales, Particular Amount S
q q A q q q Market Cap X 3530 crore >
respectively. Pharma business (including animal healthcare) is further c
.. Debt (FY24) X 818 crore
divided between APIs and CDMO (65:35). O
Cash (FY24) F 13 crore o
e In Crop protection, 77% of sales are derived from CDMO while remaining EV X 4335 crore £
is from proprietary products, specialty chemicals & specialty biocides 52 week H/L ) 331/250 (o)
A Equity capital < 24.6 crore @)
Investment Rationale: Face value e
e Q4FY24- Pharma segment does well but Crop protection muted- Shareholding pattern
Revenues grew 15% QoQ to X 514 crore driven by 26% growth in Pharma s IO S D L
. Promoter 68.8 68.8 68.8 68.8
segment. However, Crop-protection segment de-grew 2% to X 177 crore. Fils .6 48 61 6.6
EBITDA grew ~46% to X 95 crore and margins stood at 18.4% (390 bps Dils 28 3.1 32 35

improvement). PAT grew 110% to X 34 crore. EBTDA growth was driven Oters " 239" 233" 219" 211

by Pharma business which recorded 16% EBIT margins. EBIT margins on

the Crop protection front was lower at 8%. 25000 750
20000 &00
e Green shoots visible in Pharma; Crop protection recovery by FY25 end- lsmﬁi_/f,w-ww"ﬁ 450
The company registered +18% EBITDA margins in almost 10 quarters, 10000 300
thanks to strong recovery in Pharma segment which was driven by benign m,:‘ % 150
raw material prices and good traction in API business which witnessed 04 . o
higher sales from Japan, Latin America and Middle East. The CDMO §, g 2 § 2 2 i
= =z = =z = =z =

business was stable. In Crop protection significant channel inventory
coupled with global over-capacity led to weakness during the quarter.

Management sounded confidence in Pharma business but recovery in Crop

——NSE 500[LHS] Hikal LtdIRHS)

protection is expected after few more quarters. Going ahead, in Pharma () Prolonged weakness in Crop
the API business is expected to maintain the momentum even as the protection stretching beyond FY25
CDMO is expected to achieve normalcy by the end of H1FY25. In the Crop o ) o )
protection however, the recovery for both the proprietary products and (ii) Lingering quality issues raised by

local PCBs and X 17.45 crore pending
fine to NGT, the matter is sub judice

CDMO is expected by FY25 end although the company is getting
incremental inquiries and RFQs for the prospective customers. The

company over the last five years has incurred ~X 1100 crore of which ~60% Research Analyst

for growth capex and the remaining for maintenance and backward

integration. This also includes X 140 crore for an Animal Healthcare Siddhant Khandekar "
contract. Most of this capex is yet to materialise to the fullest extent. We siddhant khandekar@icicisecurities.com
expect over the next two-three years stability in terms of earnings to return Shubh Mehta

with good Pharma traction and return of Crop protection momentum. We shubh.mehta@icicisecurities.com
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expect gradual improvement in margins and ROCE going ahead.
Rating and Target price
e  Our target price is X 365 based on 24x FY26E EPS of X 15.3.

Key Financial Summary

Key Financials FY20 Fy21 Fy22 Fy23 3 year CAGR Fy24 FY25E FY26E 2 year CAGR
(X Crore) (FY20-23) (FY24-26E)
Revenues 1507.3 1720.4 1942.7 2023.0 10.3 1784.6 1952.6 2197.7 11.0
EBITDA 2732 3229 340.6 255.1 -2.3 267.0 3447 436.1 27.8
EBITDA Margins (%) 18.1 18.8 1757 12.6 r 150" 17.77 19.8
Adjusted PAT 99.8 133.2 160.5 78.4 -7.7 69.6 124.1 187.9 64.4
EPS ) 8.1 10.8 13.0 6.4 5.7 10.1 15.3
PE (x) 35.4 26.5 22.0 45.0 50.8 28.4 18.8
EV to EBITDA () 15.2 12.8 12.3 16.7 16.2 12.3 9.1
Price to book (x) 43 3.8 33 3.1 3.0 2.7 2.4
RoE (%) 12.2 14.3 15.0 6.9 5.9 9.6 12.8
RoCE (%) 12.8 15.1 13.6 7.7 7.2 10.3 13.3

Source: Company, ICICI Direct Research
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Exhibit 1: Quarterly Summary

(% Crore) Q4FY21 QIFY22 Q2FY22 Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24 YoY (%) QoQ (%)
Total Operating Income 5325 4568 469.1 5145 5024 3788 5588 5402 5453 388.1 4349 4476 514.1 57 149
Raw Material Expenses 2797 2249 2321 2618 277.6 2264 3177 2833 2797 1705 2131 2088 2343 -163  13.3
% of revenue 525 492 495 509 553 59.8 569 524 513 439 490 462 456

Gross Profit 2527 2319 2369 2527 2248 1524 2411 2570 2656 217.6 2218 2408 2799 54 162
Grass Profit Margin (%) 475 508 505  49.1 447 402 431 476 487  56.1 510 538  54.4"574bps 64 bps
Employee Expenses 42.3 48.1 486 531 53.6 432  58.1 63.3 578 596  60.9 613 63.8 10.3 4.0
% of revenue 7.9 105 10.4 10.3 10.7 11.4 10.4 11.7 10.6 15.4 14.0 137 12.4

Other Expenses 1012 880 975 1067 1102 865 1133 1191 1197 1077 1034 1147 1216 16 6.0
% of revenue 19.0 19.3 208 207 219 228 203 220 220 277 238 256 237

Total Expenditure 4232 3610 3782 4216 4414 3560 4890 4656 4573 3378 3774 3828 4196 -8.2 9.6
% of revenue 795 790 806 819 879 940 875 862 839 870 868 855 816

EBITDA 109.3 958 909 929 610 228 697 746 880 503 575 648 945 73 459
EBITDA Margins (%) 205 210 19.4 18.1 12.1 6.0 125 138 16.1 13.0 13.2 145 18.4 223 bps 390 bps
Depreciation 216 226 242 247 242 265 274 283 268 277 286 290 323 205 116
Interest 10.0 8.0 8.0 7.2 8.1 113 108 13.0 13.0 138 13.1 142 15.3 17.6 7.2
Other Income 2.9 32 0.9 0.6 0.3 3.3 13 25 0.4 0.9 1.0 0.1 05 211 6667
Forex & EO 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

PBT 80.6 684 596 618 290 -11.8 328 358 486 9.7 168 216 473 26 1190
Total Tax 29.7 17.9 15.6 16.4 2.2 2.9 7.9 9.4 12.6 2.3 4.3 55 13.4 6.1 1441
Tax rate (%) 36.8 26.1 26.1 26.6 285 24.7 24.2 2627 259" 2877 2557 253 282 2317 2900
Adjusted PAT 50.9 505  44.1 452 207 -89 248 264 360 6.9 125 16.1 34.0 56 1105
EPS () 4.1 4.1 3.6 3.7 17 0.7 2.0 2.1 2.9 0.6 1.0 1.3 2.8 56 1105

No. of Equity Shares (Dilutec 61.7 61.7 61.7 61.7 61.7 61.7 61.7 61.7 61.5 61.5 61.5 61.5 61.5

Source: Company, ICICI Direct Research
Q4FY24 Results / Conference call highlights

Pharma-

e APl business is showing promising traction on both Q-0-Q and Y-o-Y basis.

e Pipeline includes 8-9 products in development. The management plans to
launch 2-3 three products annually.

e In CDMO, the destocking situation continues and the management expects
business normalization towards the end of H1 FY '25.

e In CDMO, two products (one for US and one for Europe) are currently in
production in the food ingredient segment which are expected to reach their
full potential in the next two years.

e Two KSMs in Phase 3 of clinical trials with innovators is progressing well
and are expected to reach full potential by 2027.

e  Several customer audits have been lined in the rest of 2024.

e Development of multiple APIs for an animal health innovator company- The
new multipurpose plant for the animal health business is operational with
the completion of four product validations, with several products
undergoing validation for registration and eventual commercialization in the
quarters to come. The commercial production is likely to commence two-
three years down the line.

e Peak revenue potential after 4-5 years could be X 300-400 crore

Crop protection-

e Global crop protection industry continues to face significant headwinds,
including subdued global demand and intense price competition from China
on the back of excess capacities in China.

e The construction of the new multipurpose facility at Panoli has been
completed, with the plant currently undergoing manufacturing
qualifications.

e CDMO business maintains a healthy pipeline of enquiries from both current
and prospective customers

Other aspects -

e Capex for FY25 would be X 100 crore which is primarily the debottlenecking
and some infra capex

e The management remains optimistic about the possible benefits panning
out to CDMO players on account of US Biosecure Act which is being tabled
in the US Senate.

ICICI Securities | Retail Research 2
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Financial Tables

Exhibit 3: Profit and loss statement X crore

(Year-end March)

Revenues

Growth (%)

Raw Material Expenses
Employee Expenses

Other Manufacturing Expenses
Total Operating Expenditure
EEBITDA

Growth (%)

Interest

Depreciation

Other Income

PBT before Exceptional ltems
Less: Forex & Exceptional ltems
PBT

Total Tax

PAT before MI

Minority Interest

PAT

Adjusted PAT

Growth (%)

EPS

EPS (Adjusted)

FY23
2,023.0
4.1
1.107.0
222.4
438.5
1,768.0
255.1
-25.1
48.1
109.0
7.4
105.4
0.0
1054
27.0
78.4
0.0
78.4
78.4
-51.2
6.4

6.4

Fv24
1,784.6
-11.8
824.7
245.6
447.3
1,517.6
267.0
4.7
56.4
117.6
25
95.5
0.0

955"
25.9
69.6
0.0
69.6
69.6

-11.37
5.7
5.7

FY25E
1,952.6
9.4
932.9
2713
4037
1,607.9
3447
29.1
57.3
1255
5.9
167.7
0.0

16777
43.6
124.1
0.0
124.1
124.1

78.47
10.1
10.1

FY26E
2,197.7
12.6
1.028.2
296.1
4373
1,761.6
436.1
26.5
53.6
135.2
6.6
254.0
0.0
254.0
66.0
187.9
0.0
1879
187.9
515
153
153

Source: Company, ICICI Direct Research

Exhibit 5: Balance Sheet X crore

(Year-end March)

Equity Capital

Reserve and Surplus
Total Shareholders fund
Total Debt

Others Liabilities

Source of Funds

Gross Block - Fixed Assets
Accumulated Depreciation
Net Block

Capital WIP

Net Fixed Assets
Investments

Inventory

Cash

Debtors

Loans & Advances & Other CA
Total Current Assets
Creditors

Provisions & Other CL
Total Current Liabilities
Net Current Assets

LT L& A, Other Assets
Application of Funds

FY23
24.7
1.108.8
1,133.5
748.2
100.6
1,982
1.570.3
612.0
958.3
402.1
1,360.4
5.3
316.7
26.7
441.8
0.0
939.0
3133
90.0
403.2
535.8
80.7
1,982

Fy24
24.7
1,163.0
1,187.7
817.6
117.4
2,1237
1.800.2
729.6
1,0706"
414.3
1,485.0"
5.4
303.7
12.7
550.3
0.0
966.6
278.9
85.7
364.5
602.1
30.2
2,123

FY25E
24.7
1,272.3
1,297.0
767.6
1221
21877
1,950.2
855.1
1,005.17%
364.3
1,450.47
5.4
3436
57.9
588.4
0.0
1,099.8
315.4
94.2
409.6
690.2
317
2,187

FY26E
247
14455
1,470.2
717.6
127.2
2,315
2,100.2
990.3
1,109.9
3143
1,424.2
5.4
352.1
288.4
541.9
0.0
1,303.2
347.7
1035
451.2
852.0
333
2,315

Source: Company, ICICI Direct Research

Exhibit 4: Cash flow statement X crore

(Year-end March)
Profit/(Loss) after taxation
Add: Depreciation & Amortization
Add: Interest Cost

MNet Increase in Current Assets
Net Increase in Current Liabilities
Others

CF from operating activities
(Inc)/dec in Fixed Assets
(Inc)/dec in Investments
Others

CF from investing activities
Inc / (Dec) in Equity Capital
Inc / (Dec) in sec. Loan
Dividend & Dividend Tax
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

Free Cash Flow

FCF Yield

FY23
76.6
109.0
48.1
22.4
53.2
6.02
3153
-302.6
0.6
9.7
-292.3
0.0
69.1
-123
-64.5
-7.7
15.3
11.4
26.7
127
0%

FY24
65.2
117.6

56.47
415
118
0.8998
186.7
-204.2
0.2
30.2
-173.7
0.0
66.2
-14.8

-78.47
-27.0

-1407
26.7
12.7
-17.5
0%

FY25E
124.1
125.5

57.37
-88.0
45.1
0
264.1
-100.0
0.0
3.2
-96.8
0.0
-50.0
-14.8

5737
-122.1

4527
12.7
57.9
164.1
5%

FY26E
187.9
135.2

53.6
27.0
41.6
0
445.3
-100.0
0.0
3.5
-96.5
0.0
-50.0
-14.8
-53.6

-118.3

230.4

57.9
288.4
345.3
10%

Source: Company, ICICI Direct Research

Exhibit 6: Key ratios

ICICI Securities | Retail Research

(Year-end March) FY23 FY24 FY25E FY26E
Per share data ()
EPS 6.4 5.7 10.1 15.3
Cash EPS 14.0 14.0 19.1 25.1
BvY 92.2 96.6 105.4 1195
DPS 1.2 1.2 1.2 1.2
Cash Per Share 49.8 59.3 69.5 80.5
Operating Ratios (%)
Gross Margins 45.3 53.8 52.2 53.2
EBITDA margins 12.6 15.0 17.7 19.8
Net Profit margins 3.9 39 6.4 8.6
Inventory days 104 1347 1347 125
Debtor days 80 113 110 90
Creditor days 103 123 123 123
Asset Turnover 1.3 1.0 1.0 1.0
Return Ratios (%)
RoE 6.9 5.9 9.6 12.8
RoCE 77 7.2 10.3 13.3
RelC 9.4 8.8 12.4 17.6
Valuation Ratios (x)
P/E 45.0 50.8 284 18.8
EV/EBITDA 16.7 16.2 12.3 9.1
EV/Revenues 2.1 2.4 2.2 1.8
Market Cap / Revenues 1.7 2.0 1.8 1.6
Price to Book Value 3.1 3.0 2.7 2.4
Solvency Ratios
Debt/ Equity 0.7 0.7 0.6 0.5
Debt/EBITDA 29 3.1 2.2 1.6
Current Ratio 2.3 2.6 2.5 2.2
Cash Conversion Cycle 81 124 121 92
Woaorking Capital Cycle 184 247 244 215
Source: Company, ICICI Direct Research
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I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); 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
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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.
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For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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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
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those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.
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assignment in the past twelve months.
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