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CMP: ₹ 287 Target: ₹ 365(27%)  Target Period: 12 months  

Hikal Ltd (HIKCHE) 

 
 
 

BUY  

  

 

Pharma recovering; Crop prtection still subdued… 
About the stock: Hikal is predominantly a product cum CDMO player that provides 
intermediates and active ingredients to global pharmaceutical, animal health, crop 
protection and specialty chemical companies. 

• For FY24, Pharma & Crop protection accounted for 62% & 38% of sales, 
respectively. Pharma business (including animal healthcare) is further 
divided between APIs and CDMO (65:35). 

• In Crop protection, 77% of sales are derived from CDMO while remaining 
is from proprietary products, specialty chemicals & specialty biocides 

Investment Rationale: 

• Q4FY24- Pharma segment does well but Crop protection muted– 
Revenues grew 15% QoQ to ₹ 514 crore driven by 26% growth in Pharma 
segment. However, Crop-protection segment de-grew 2% to ₹ 177 crore. 
EBITDA grew ~46% to ₹ 95 crore and margins stood at 18.4% (390 bps 
improvement). PAT grew 110% to ₹ 34 crore. EBTDA growth was driven 
by Pharma business which recorded 16% EBIT margins. EBIT margins on 
the Crop protection front was lower at 8%.    

• Green shoots visible in Pharma; Crop protection recovery by FY25 end– 
The company registered +18% EBITDA margins in almost 10 quarters, 
thanks to strong recovery in Pharma segment which was driven by benign 
raw material prices and good traction in API business which witnessed 
higher sales from Japan, Latin America and Middle East. The CDMO 
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 
protection is expected after few more quarters. Going ahead, in Pharma 
the API business is expected to maintain the momentum even as the 
CDMO is expected to achieve normalcy by the end of H1FY25. In the Crop 
protection however, the recovery for both the proprietary products and 
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 ~₹ 1100 crore of which ~60% 
for growth capex and the remaining for maintenance and backward 
integration. This also includes ₹ 140 crore for an Animal Healthcare 
contract. Most of this capex is yet to materialise to the fullest extent. We 
expect over the next two-three years stability in terms of earnings to return 
with good Pharma traction and return of Crop protection momentum. We 
expect gradual improvement in margins and ROCE going ahead.   

Rating and Target price 

• Our target price is ₹ 365 based on 24x FY26E EPS of ₹ 15.3. 

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Prolonged weakness in Crop 
protection stretching beyond FY25 

 (ii) Lingering quality issues raised by 
local PCBs and ₹ 17.45 crore pending 
fine to NGT, the matter is sub judice 

Research Analyst  

Siddhant Khandekar 
siddhant.khandekar@icicisecurities.com 
 
Shubh Mehta 
shubh.mehta@icicisecurities.com 
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Q4FY24 Results / Conference call highlights 

Pharma- 

• API business is showing promising traction on both Q-o-Q and Y-o-Y basis. 
• Pipeline includes 8-9 products in development. The management plans to 

launch 2-3 three products annually. 
• In CDMO, the destocking situation continues and the management expects 

business normalization towards the end of H1 FY '25. 
• 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. 

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

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

• Peak revenue potential after 4-5 years could be ₹ 300-400 crore 

Crop protection- 

• 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. 

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

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

Other aspects -  

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

• 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.  
 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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Financial Tables 

Exhibit 3: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 4: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 5: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 6: Key ratios 

 

Source: Company, ICICI Direct Research 
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