
348 
 

 
 

 

IC
IC

I S
ec

ur
iti

es
 –

 R
et

ai
l E

qu
ity

 R
es

ea
rc

h 

 

 

R
es

ul
t u

pd
at

e 

 

August 5, 2024 

CMP: ₹ 4780 Target: ₹ 4865(2%)  Target Period: 12 months  

Divi's Laboratories (DIVLAB) 

 
 
 

HOLD 

  

  

Custom Synthesis boost numbers, outlook strong... 
About the stock: Divi’s is engaged in manufacturing generic APIs and 
intermediates, custom synthesis (CS) of active ingredients and advanced 
intermediates for pharma MNCs, other speciality chemicals like Carotenoids 
(nutraceuticals) and complex compounds like peptides and nucleotides. 

• In CS, the company maintains a strong relationship with global big pharma 
players while in generics it enjoys significant market share in products like 
Naproxen, Dextromethorphan and Gabapentin among others  

• Divi’s is fully backward integrated in products with high market share. The 
management intends to follow suit in other products 
 

Investment Rationale: 

• Q1FY25- strong recovery in CS; Generics still muted– Revenues were up 
~19% YoY at ₹ 2118 crore mainly driven by ~47% growth in Custom 
Synthesis (CS) to ₹ 1038 crore. Generics (APIs) on the other hand grew just 
~2% to ₹ 902 crore due to continuing pricing pressure in key legacy 
molecules. EBITDA improved ~23% YoY to ₹ 622 crore whereas EBITDA 
margins increased 110 bps to 29.4% due lower total expenses. Adjusted 
PAT increased ~21% YoY to ₹ 430 crore.  

• CS seems to be on the growth path, Generics still facing pricing pressure – 
Strong growth in CS (besides low base) was attributable to some phase 
three projects getting commercialised in Q4 and Q1 besides traction from 
two recently added projects. On the API front, the de-growth was 
attributable to persistent pricing pressure in legacy products like 
Naproxen, Dextromethorphan, Gabapentin among others which, the 
management believes is likely to sustain for some time but there was 
double digit volume growth witnessed in some APIs. Things are looking 
promising on the CS front with continued traction from two contrast media 
products besides promising projects in peptides and GLP-1. The Kakinada 
is likely to start production in Q2FY25. We continue to monitor progress on 
the consistency of CS traction and recovery in the APIs. 

• Company is well set to cash in on incremental opportunities- After two 
subdued years, the prospects are looking better especially on the CS front 
with, some recovery in US funding, growing enquiries in the backdrop of 
impending US Biosecure Act and promising opportunities in the GLP-1 
space. In Generics the recovery would be back ended with good traction 
visible in Contrast media, emerging and new Generics. 

Rating and Target price 

• Our target price is ₹ 4865 based on 50x FY26E EPS of ₹ 97.3. We assign 
HOLD rating as at the current level the positive aspects are priced in.   

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Negative- Longer than expected time 
for recovery in Generics 

 (ii) Positive- Better than expected CS 
traction 

Research Analyst  
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siddhant.khandekar@icicisecurities.com 
 
Shubh Mehta 
shubh.mehta@icicisecurities.com 
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Result Update | Divi’s Laboratories 

 
Exhibit 1: Quarterly trend 

 
Q1FY25 Results / Conference call highlights 

• Company’s emerging generic product mix continued to gain market 
share. 

• On custom synthesis front, management has guided for persistent 
efforts for Peptide (present pilot plant has 50 litre capacity and has 
ordered 2/3 500 Litres reactors which will be based in Unit 1) 
segment to be used in GLP1 and GLP 2 compounds. 

• Divi’s greenfield unit 3 in 200 acers to gradually commence 
operations in FY24-25. 

• Company successfully completed general cGMP USFDA inspection 
at unit 2 (Vizag) with one procedural observation. 

• Considering ongoing geopolitical situations company is maintaining 
safety stock for extended periods and diversifying supply base. 

• Company continues to face supply chain challenges resulting in 
significant freight hikes and long transit times due to rerouting and 
vessel cancellation. 

• Cost of Raw material witnessed pressure due to change in product 
mix. 

• Export for the quarter stood at 86% (US and Europe contributed 
70%). 

• Product Mix for Custom synthesis stood at 51% and generic stood 
at 49%. 

• Capex till now for Kakinada project stood at ₹1018 crore. 
• On contrast media side company works on two segments one is 

Iodine based compound used in CT scan and second is Gadolinium 
compound used in MRI. 

• ₹700 crore investment was used to increase capacity in CS segment. 
• Considering Biosecure Act company is witnessing opportunities 

across phase II and Phase III molecules.  
• At present company operates at 82% occupancy and including 

Kakinada capacity company expects to utilize it by 80-85% 
utilization level going forward. 

• For long term company aspires to reach at asset turn of 1x, which 
currently is around 0.6-0.7x. 
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Financial Tables 

Exhibit 4: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 5: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 6: xBalance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 7: Key ratios 

 

Source: Company, ICICI Direct Research 
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