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CMP: | 1760 Target: | 1765 (0%)  Target Period: 12months 

Hester Biosciences (HESPHA) 

 HOLD 

October 31, 2020  

Strong Q2 performance amid low base… 

Q2FY21 revenues grew 20.8% to | 53.4 crore mainly due to 27.8% growth 

in poultry segment to | 34.3 crore as feed price stabilised and demand for 

milk and eggs improved. Animal healthcare segment grew 16% YoY to  

| 13.8 crore. EBITDA margins improved 458 bps YoY to 29.6% mainly due 

to lower staff & other expenses, partly offset by lower gross margins. 

EBITDA grew 43% YoY to | 15.8 crore. PAT grew 2.4% to | 6.7 crore in line 

with operational performance and a higher tax rate. 

Key conference call takeaways 

 In Q2 demand for milk and eggs went up, which improved sales 

 Started hiring activities to support Q3, Q4 sales growth 

 It expects to launch the first lumpy skin disease (LSD) vaccine in 

India in six months; Hester is the only one developing it in India; 

good export potential as well; 30 crore volume is expected 

 Most new products would be natural or herbal based for poultry and 

animal division 

 National Animal Disease Control Program for Brucella is expected to 

be implemented by January 2021 

 Vaccine sales (poultry and animal) have registered growth of 26% in 

Q2; Health product sales have registered growth of 51% in Q2 

 Domestic sales registered growth of 30% in Q2 and exports have 

increased by 36% 

 Territorial expansion within India has started contributing 

significantly for Poultry and Animal HC 

 Strategically increased health products sales. Though they have 

lower gross margin, it will ultimately improve the topline and 

bottomline due to higher sales efficiencies 

 Covid-19 vaccine with IIT Guwahati: Animal trials are expected to 

begin in December 2020 

 Planning to expand production capabilities – on the back of Brucella 

and LSD opportunity visibility 

Valuation & Outlook 

After witnessing muted performances in the last few quarters, first on 

account of maize price issues affecting poultry vaccines and then the Covid 

related disturbances, the Q2 performance witnessed a substantial revival. 

Going ahead, opportunities panning out from PPR, Brucella vaccine tenders 

being floated in near term besides increased focus on health products, 

growth prospects looks promising for animal segment. That said, higher 

dependence on poultry segment and mostly tenderised nature of animal 

vaccine segment in the domestic market continue to influence 

performances. The management intends to move away from preventive 

healthcare to curative healthcare as a long term strategy. We maintain HOLD 

and arrive at a target price of | 1765 based on 30x FY23E EPS of | 58.8. 

  

 

 

 

 

  

(| C ro re ) F Y20 F Y21E F Y22E F Y23E C AG R  (F Y20-23E) %

R evenues 183.3 203.6 259.5 300.6 17.9

E B ITD A 55.4 60.8 80.5 96.2 20.2

E B ITD A margins (% ) 30.2 29.9 31.0 32.0

Net P rofit 29.2 28.6 40.3 50.0 19.7

E P S  (|) 34.3 33.6 47.4 58.8

P E  (x) 51.3 52.4 37.1 29.9

E V  to E B ITD A (x) 13.3 12.3 8.9 7.8

R oNW (% ) 14.5 12.8 15.8 17.1

R oC E  (% ) 14.0 12.6 14.5 16.0
 

Source: ICICI Direct Research; Company 

 

Particulars 
 

P a rticu la r Am oun t

Market C apita lisation | 1497 crore

D ebt (F Y 20) | 126 crore

C ash (F Y 20) | 24 crore

E V | 1599 crore

52 week  H /L  (|) 1890/870

E quity capita l | 8.5 crore

F ace value (|) | 10
 

Price Performance Graph 
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Exhibit 1: Variance Analysis 
 

Q2FY21 Q2FY20 Q1FY21 YoY (%) QoQ (%) Comments

Revenue 53.4 44.2 39.9 20.8 34.0
YoY growth amid demand for milk and eggs going up, which directly 

positively impacted on sales growth

Raw Material Expenses 13.9 5.6 5.0 149.8 180.8

Gross Margin (%) 73.9 87.4 87.6 -1,346.3 -1,363.1 Decline amid change in product mix

Employee Expenses 8.4 9.4 8.6 -10.0 -1.7

Other Expenditure 15.3 18.2 14.4 -16.2 5.8

EBITDA 15.8 11.1 11.9 43.0 32.8

EBITDA (%) 29.6 25.0 29.9 457.8 -27.4
YoY improvement mainly due to lower employee cost and other 

expenditure

Interest 2.1 1.4 1.5 49.5 37.5

Depreciation 3.2 3.2 3.2 0.5 2.1

Other Income 0.2 0.7 0.7 -65.1 -65.0

PBT before EO & Forex 10.7 7.1 7.9 50.4 35.6

Forex & EO 0.0 0.0 0.0

PBT 10.7 7.1 7.9 50.4 35.6

Tax 4.0 0.9 2.8 343.2 41.5

PAT before MI 6.7 6.2 5.1 7.7 32.3

MI 0.0 -0.3 -0.7

Net Profit 6.7 6.5 5.7 2.4 16.9
Delta vis-à-vis EBITDA mainly due to higher tax rate (38% against 13% 

in Q2FY20)

Key Metrics

Poultry Healthcare 34.3 26.9 29.8 27.8 15.2 YoY growth was amid demand pick-up post Covid-19

Animal Healthcare 13.8 11.9 7.9 16.0 75.6 YoY growth was amid demand pick-up post Covid-19
 

Source: ICICI Direct Research 
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Continued conference call takeaways… 

Subsidiaries 

 Nepal – Sales were impacted by absence of FAO tenders in H1 and 

unavailability of flights out of Kathmandu; FAO tenders are expected 

to start from Q3; peak sales potential: | 50-60 crore; breakeven at  

| 15 crore 

 Texas Life – Increasing focus on health products; registration of 

Texas products started in Africa; 10% from custom manufacturing 

for external customers 

 Tanzania - creating a distribution and marketing network in Tanzania, 

hope to get back in trading in Q3; peak sales potential | 200-230 

crore 

 Africa - Project has got delayed marginally as contractors were 

unable to reach Tanzania; movement has begun and hope to begin 

production by mid Q4FY21; breakeven in two to three years 
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Financial Summary 

Exhibit 2: Profit & Loss (| crore) 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

R e ve nue s 183.3 203.6 259.5 300.6

G rowth (% ) 2.9 11.1 27.5 15.8

R aw Materia l E xpenses 19.7 35.4 38.9 45.1

E mployee E xpenses 40.7 39.0 51.9 57.1

O ther E xpenditure 67.5 68.3 88.2 102.2

Total O perating E xpenditure 127.9 142.8 179.1 204.4

EBITDA 55.4 60.8 80.5 96.2

G rowth (% ) -18.6 9.7 32.3 19.6

Interes t 7.4 7.9 7.6 7.6

D epreciation 13.1 12.9 21.2 22.9

O ther Income 6.4 1.4 2.6 1.5

P B T before E xceptional Items 41.3 41.5 54.2 67.2

Less : F orex & E xceptional Items 0.0 0.0 0.0 0.0

P B T 41.3 41.5 54.2 67.2

Total Tax 10.3 12.6 13.5 16.8

P AT 29.2 28.6 40.3 50.0

Adjus ted P AT 29.2 28.6 40.3 50.0

G rowth (% ) -29.8 -2.1 41.1 24.1

E P S 34.3 33.6 47.4 58.8

EP S  (Ad juste d ) 34.3 33.6 47.4 58.8  

Source: ICICI Direct Research 

 

Exhibit 3: Cash Flow Statement (| crore) 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

P rofit/(Loss ) after taxation 30.4 28.6 40.3 50.0

Add: D epreciation & Amortiz ation 13.2 12.9 21.2 22.9

Add: Interes t 7.7 7.9 7.6 7.6

Net Increase in C urrent Assets -36.1 -0.9 1.8 -81.2

Net Increase in C urrent L iabilities 22.5 -6.5 2.6 18.8

C F  from  op e ra ting  a ctivitie s 37.6 41.9 73.5 18.0

(Inc)/dec in F ixed Assets -72.5 -60.0 -30.0 -30.0

(Inc)/dec in Inves tments 0.0 0.0 0.0 0.0

O ther Inves ting Activities -2.9 20.6 1.6 1.7

C F  from  inve sting  a ctivitie s -75.5 -39.4 -28.4 -28.3

P roceeds  from issues  of E quity S hares0.0 0.0 0.0 0.0

P roceeds/(R epayment) Loan 28.2 0.0 0.0 0.0

(P ayment) of D ividend and D ividend Tax-7.2 -6.4 -9.0 -11.2

O ther F inancing Activities -2.4 -7.9 -7.6 -7.6

C F  from  fina ncing  a ctivitie s 18.6 -14.3 -16.6 -18.8

Net C ash flow -19.2 -11.8 28.5 -29.1

O pening C ash 42.1 23.5 11.7 40.2

C los ing C ash 22.9 11.7 40.2 11.1

F C F -34.9 -18.1 43.5 -12.0  

Source: ICICI Direct Research 

 

Exhibit 4: Balance Sheet (| crore) 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

E quity C apita l 8.5 8.5 8.5 8.5

R eserve and S urplus 192.6 214.7 246.0 284.9

Total S hareholders  funds 201.1 223.3 254.5 293.4

Total D ebt 126.2 126.2 126.2 126.2

D eferred Tax L iability 8.8 9.3 9.7 10.2

Minority Interes t 5.4 5.7 6.0 6.3

O ther Non C urrent L iabilities 7.0 27.4 28.8 30.2

S ource  o f F und s 348.5 391.8 425.2 466.2

G ross  B lock  - F ixed Assets 226.3 286.3 386.3 416.3

Accumulated D epreciation 83.8 96.7 117.9 140.8

Net B lock  142.5 189.6 268.4 275.5

C apita l WIP 74.2 74.2 4.2 4.2

Net F ixed Assets  216.7 263.8 272.5 279.6

Total Intangible Assets 0.0 0.0 0.0 0.0

Inves tments 0.0 0.0 0.0 0.0

Inventory 64.0 66.9 74.0 104.9

C ash 23.5 11.7 40.2 11.1

D ebtors 58.4 55.8 46.2 95.8

Loans  & Advances  & O ther C A 12.6 13.2 13.8 14.5

Total C urrent Assets 158.5 147.6 174.3 226.4

C reditors 18.6 11.2 12.8 30.5

P rovis ions  & O ther C L 18.2 19.1 20.1 21.1

Total C urrent L iabilities 36.8 30.3 32.8 51.6

Net C urrent Assets 121.7 117.3 141.4 174.8

LT L& A, O ther Assets 10.2 10.7 11.2 11.8

D eferred Tax Assets 0.0 0.0 0.0 0.0

Ap p lica tion  o f F und s 348.5 391.8 425.2 466.2  

Source: ICICI Direct Research 

 

Exhibit 5: Key Ratios (| crore) 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

P e r sha re  d a ta  (|)

E P S 34.3 33.6 47.4 58.8

C ash E P S 26.6 26.1 36.8 45.7

B V 236.4 262.4 299.2 344.9

D P S 7.7 7.5 10.6 13.2

C ash P er S hare 98.5 113.6 138.6 165.5

O p e ra ting  R a tios (%)

G ross  P rofit Margins 89.2 82.6 85.0 85.0

E B ITD A margins 30.2 29.9 31.0 32.0

Net P rofit margins  15.9 14.0 15.5 16.6

Inventory days 127.4 120.0 104.1 127.4

D ebtor days 116.4 100.0 65.0 116.4

C reditor days 37.1 20.0 17.9 37.1

Asset Turnover 0.8 0.7 0.7 0.7

E B ITD A convers ion rate 67.9 68.9 91.4 18.7

R e tu rn  R a tios (%)

R oE 14.5 12.8 15.8 17.1

R oC E 14.0 12.6 14.5 16.0

R oIC 95.4 57.0 35.4 65.6

V a lua tion  R a tios (x )

P /E 51.3 52.4 37.1 29.9

E V  / E B ITD A 13.3 12.3 8.9 7.8

E V  / R evenues 4.0 3.7 2.8 2.5

Market C ap / R evenues 3.5 3.1 2.4 2.1

P rice to B ook  V alue 7.4 6.7 5.9 5.1

S o lve ncy R a tios

D ebt / E quity 0.6 0.6 0.5 0.4

D ebt/E B ITD A 2.3 2.1 1.6 1.3

C urrent R atio 3.7 4.5 4.1 4.2  

Source: 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 categorises 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: -5% to -15%; 

Sell: <-15% 

 

 

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

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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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 
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