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o M(]y 2026 Target Price :Rs. 8,010.9

Divis Laboratories Ltd. - BUY Bty .
StopLoss  :Rs. 5,800.0 (Closing basis)

Investment Thesis Stock Data

e Divi's Laboratories operates a differentiated three-pillar export-driven model
spanning generic APIs, Custom Synthesis (CDMO) for global innovators, and Market Cap (Rs. Mn) 17,48,385.4
Nutraceutical mgredlents,. with the revenug mix at 43:57 bereen gengrlcs and Market Cap ($ Mn) 18,3461
custom synthesis reflecting a steady shift towards the higher-margin CDMO
franchise. Exports contribute ~89% of revenue, with Europe and the US together | Shares O/S (in Mn) 265.47
accounting for 73% of Q3FY26 export sales.

e The custom synthesis pipeline remains the most visible growth lever. Management Avg. Volume (3 month) 3,48,786
has flagged multiple RFPs, several projects in validation, and a few moving closer to 52-Week Range (Rs.) 7,0715 [ 5,636.5
commercial volumes within a year. The three dedicated CDMO molecules previously
disclosed to SEBI are guided for commercial volumes in calendar Q3/Q4 2027, Shareholding Pattern

subject to customer regulatory clearance, supported by an industry-level
concentration of innovator outsourcing spend with CDMOs that demonstrate EHS
credentials, compliance readiness and reliable execution. Flls 20.29%
« The peptides/GLP-1 build-out is moving from platform to scale. A commercial-scale

Promoters 51.88%

SPPS building has been completed to a specific customer's design and validations Institutions 19.13%
are currently underway, while protected amino acids have scaled from a few Others (incl. body corporate) 8.70%
hundred kilos earlier to multi-tens of tonnes for individual amino acids, with end-use

spreading beyond GLP-Is into psoriasis, anti-inflammatory and cardiac Key Ratios

programmes.

e Operationally, the network is being re-architected rather than merely expanded. Unit Div Yield 0.46%
3 at Kakinada is absorbing pre-chemistry and intermediate manufacturing, freeing TTM PE 69.40x
up GMP capacity at Units 1 and 2 for higher-value custom synthesis programmes ’
without proportionate fresh capex. Capacity utilisation across the network ran at 70— ROE 15.4%
80%, and the successful US FDA CGMP inspection at Unit 1 Choutuppal has removed

. o ) i TTMEPS (Rs.) 93.44/-
a key compliance overhang. On technology, Divi's is scaling mechanochemistry,
electrochemistry and process outomot.lon Fo improve EH?, Ioweri energy %Jse and Stock Performance
strengthen process robustness, alongside in-house peptide resin R&D aimed at
structurally reducing peptide COGS over time. Performance (%) ™M 6M 1Yr

Financials Absolute 93% (2.3%) 6.8%

° DI'VI s Lab Q3FY26 revenue grew 12.1% YoY but decllneo-l 5.9% Qc‘>Q to Rs. 26.92 Pn, NIETYPHARMA 4.7% 4.3% 6.9%
with the YoY traction supported by healthy volumes in generic APIs and active
commercial momentum across the custom synthesis franchise, while the QoQ | 250
moderation reflected lumpy CDMO shipment patterns. 200
\ Consol. (Rs. Bn) FY24 FY25 FY26E FY27E FY28E 150

Revenue 78.5 93.6 104.8 120.6 147.1
100
EBITDA 19.9 27.8 36.0 424 535
EBITDA Margin (%) 25.4 29.7 343 35.2 36.4 50
Adj. PAT 13.8 20.0 26.2 30.8 38.8 o —————r—1——————1
EPS (Rs.) 521 75.3 98.8 16.] 146.1 I3 IIJI TR
> >
P/E (x) 126.4 87.5 66.7 56.7 4511 §332g3838g3¢s¢
ol (/°) 102 LS D e 5 Divi's Laboratories Ltd. = NIFTYPHARMA




e Gross margin expanded 350 bps YoY and 320 bps QoQ to 63.7%, aided by a
richer product mix. PBT (pre-exceptional) grew 17.6% YoY but declined 6.4%
QoQ to Rs. 8.54 bn.

e PAT came in at Rs. 5.83 bn, down 1.0% YoY and 15.4% QoQ, weighed down by a
one-time Rs. 740 mn exceptional charge towards incremental employee
benefit obligations arising from India’'s notified labour codes.

Key Business Highlights

e Divi's Laboratories, incorporated in 1990 and headquartered in Hyderabad, is one of

the world's largest manufacturers of generic Active Pharmaceutical Ingredients and

a leading Custom Synthesis partner to global innovator pharmaceutical

companies. The company has built a reputation over three decades for process

chemistry excellence, backward integration, regulatory compliance and reliable
supply, positioning it as a preferred outsourcing partner for top global pharma
majors.

The business operates across three verticals. Generic APIs contribute approximately

43% of revenue and span a portfolio of established molecules supported by deep

backward integration. Custom Synthesis (CDMO), at approximately 57% of revenue,

covers APIs, advanced intermediates and building blocks supplied to innovator
pharma companies under long-term confidentiality agreements, including peptide
fragments and protected amino acids servicing GLP-1, psoriasis, anti-inflammatory

and cardiac programmes. The Nutraceuticals vertical, marking 20 years in 2026,

supplies carotenoids and fine ingredients to global food, feed and dietary

supplement majors.

Divi's is structurally an export-led business with overseas markets contributing ~89%

of revenue. Europe and the US together accounted for 73% of Q3FY26 export sales,

with the balance spread across Asig, Latin America and other regulated markets.

The company services over 95 countries and counts the majority of the global top

20 pharma companies among its customers.

Manufacturing is anchored across three integrated units in Andhra Pradesh and

Telangana — Unit 1 at Choutuppal, Unit 2 at Chippada (Visakhapatnam) and Unit 3

at Kakinada — alongside dedicated DC-SEZ blocks. The facilities are approved by

the US FDA, EDQM, PMDA and other major regulatory agencies, with Unit 1 having
recently cleared a US FDA CGMP inspection. Capacity utilisation across the network
ran at 70-80% during Q3FY26.

R&D is driven by a centralised research centre at Hyderabad supported by Kilo Lab

and pilot-plant infrastructure, with active scale-up of mechanochemistry,

electrochemistry, process automation and peptide resin development to drive
process safety, sustainability and cost efficiency.

Valuation

o Divi's Lab is entering a back-ended but visible commercial inflection, with peptide
validations progressing to scale up. While near-term earnings will continue to
absorb generics pricing pressure and lumpy CDMO shipment patterns, the
structural outsourcing tailwinds, technology-led cost levers and steady mix shift
towards custom synthesis position Divi's as a credible long-term compounder over
an 18—24 month horizon. We are assigning BUY rating to Divi's Lab Ltd. and value at
69x FY27E EPS of Rs. 116.1 to arrive at target price of Rs. 8,010.9, an upside of 21.6%.

Risk & Concern

¢ Delay in commercialisation of the three dedicated CDMO molecules beyond
CY27

¢ Slower-than-expected ramp-up in peptide and GLP-1 validations

e Persistent pricing pressure in the generic APl segment
e Raw material cost volatility and China policy-related supply disruptions
¢ Regulatory observations or delays at manufacturing facilities
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Graphs & Charts

Figure 1: Quarterly Revenue Trend
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: PAT & PAT Margin Trend
1 -3

800 5%

750 125.4% 25.6% 25.4% - 30%

W%— 25%

20%

700 -

650
15%

600
10%

500 - - 0%

Q3FY25 Q4FY25 QIFY26 Q2FY26 Q3FY26

mmm PAT  —o—Margin (%)

Figure 4: Geography Mix (Q3FY26)
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Disclosure: M/s. Bonanza Portfolio Ltd hereby declares that the views expressed in this report accurately reflect its viewpoint with respect to the
subject companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The analysts engaged in the preparation of this report or their relatives: (a) do not have any financial interests in
the subject company mentioned in this report; (b) do not own 1% or more of the equity securities of the subject company mentioned in the report
as of the last day of the month preceding the publication of the research report; (c) do not have any material conflict of interest at the time of
publication of the report. (d) have not received any compensation for products or services other than investment banking, merchant banking, or
brokerage services from the subject company in the past twelve months; (e) have not received any compensation or other benefits from the
subject company or any third party in connection with this report; (f) have not served as an officer, director, or employee of the subject company;
(g) are not engaged in market-making activity for the subject company; (h) are not engaged in the use of artificial intelligence. M/s. Bonanza
Portfolio Ltd is a registered Research Analyst under the SEBI (Research Analyst) Regulations, 2014. The registration number is INHIO0001666, and
the research analysts engaged in preparing reports are qualified as per the provisions of the regulations.

Disclaimer: This research report has been published by M/s. Bonanza Portfolio Ltd and is meant solely for the use of the recipient and is not for
circulation. This document is for information purposes only, and the information, opinions, and views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that the information given is believed to be fair and correct at the
time, and the opinions based there upon are reasonable. However, due to the nature of research, it cannot be warranted or represented that it is
accurate or complete, and it should not be relied upon as such. If this report is inadvertently sent or has reached any individual, it may be ignored
and brought to the attention of the sender. Preparation of this research report does not constitute a personal recommendation or take into
account the particular investment objectives, financial situations, or needs of individual clients. Past performance is not a guide to future
performance. This report has been prepared on the basis of publicly available information, internally developed data, and other sources believed
by Bonanza Portfolio Ltd to be reliable. This report should not be taken as the only basis for any market transaction; however, this data represents
one of the supporting documents among other market risk criteria. Market participants should be aware of the risks involved in using this
information as the sole source for any market-related activity. “Investments in securities markets are subject to market risks. Read all the
related documents carefully before investing.” “Registration granted by SEBI, membership of BSE, and certification from NISM in no way
guarantee the performance of the intermediary or provide any assurance of returns to investors. “The distribution of this report in certain
jurisdictions may be restricted by law, and persons in whose custody this report comes should observe any such restrictions. The disclosures of
interest statements included in this analysis are provided solely to improve transparency and should not be treated as an endorsement of the
views expressed in the analysis. The price and value of the investments referred to in this report and the income from them may go down as well
as up. Bonanza Portfolio Ltd or its directors, employees, affiliates, or representatives do not assume any responsibility for, or warrant the accuracy,
completeness, adequacy, or reliability of such information, opinions, or views.

While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees,
affiliates, or representatives of M/s. Bonanza Portfolio Ltd shall be liable. Research reports may differ between M/s. Bonanza Portfolio Ltd Research
Analysts and other entities on account of differences in personal judgment and time horizons for which recommendations are made. The
research entity has not been engaged in market-making activity for the subject company. The research analyst has not served as an officer,
director, or employee of the subject company and has not received any compensation or benefits from the subject company or any third party
in connection with this research report.
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