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Technical View 

 The price action of DIVISLAB indicates a strong primary trend, having experienced a notable increase of over 86% since the lows            
observed in March 2024.  

 This trend continues to present technical indications of potential continuation.  

 The ongoing sideways movement, which follows a significant bullish breakout from a rounding bottom pattern, remains constrained 
within a relatively narrow range of 9.5%.  

 This trend reveals the establishment of an immediate demand zone, following the gap-up area formed on October 9th.  

 Such potential accumulation is reflective of investor confidence, as knowledgeable investors retain their positions, thereby minimizing 
drawdowns and reinforcing bullish momentum.  

 Recent developments, including the stock's reclamation of both its shorter-term and 50-day moving averages, provide critical             
immediate support—a favorable indicator for investors.  

 Furthermore, DIVISLAB exhibits strong relative strength when compared to the Nifty50 benchmark, coupled with a reduction in relative 
volatility, which decreases the likelihood of erratic price fluctuations.  

 The relative strength index (RSI) across daily and higher timeframes remains significantly above its median, without presenting any 
divergence from the price action, thereby affirming the existence of bullish momentum.  

 Additionally, the stock demonstrates improving earnings per share (EPS) strength alongside sustained buyer demand.  

 Therefore, we recommend the acquisition of shares in DIVISLAB, with a target price set at 7066 and a stop loss established at 
5627.  
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Company Overview 

Divis Laboratories was established in 1990, initially focusing on helping generic companies develop 
cost-efficient processes for APIs, and later expanded to providing custom synthesis and                          
manufacturing services to innovator companies. The company is one of the leading pharmaceutical 
companies in the world, manufacturing and supplying Active Pharmaceutical Ingredients (APIs),                
Intermediates, and Nutraceuticals. The company has been established as a reliable partner to several 
leading pharma companies, including 12 of the top 20 Big Pharma. With a presence in over 100               
countries, the Generic APIs division has been instrumental in overall success and positioned as the 
world's largest API manufacturer in 10 of the 30 generic APIs manufactured. The company product 
portfolio includes a diverse range of APIs used to manufacture drugs for therapeutic areas such as 
cardiovascular, anti-inflammatory, anti-cancer, and central nervous system drugs. The company 
Nutraceutical Facility, located at Visakhapatnam, is a global, technology-driven manufacturer of              
high-quality Carotenoid, Lutein and vitamin ingredients used in food, beverages, dietary supplements, 
pet food and feed Industries. The company's carotenoid and vitamin product forms are designed             
specifically for nutritional supplements, while others are suitable for fortifying a broad range of food 
and beverage applications. Divi's is headquartered in Hyderabad, India, and operates two                        
manufacturing facilities equipped with state-of-the-art utilities, environment management, and safety 
systems. These facilities have been inspected multiple times by USFDA, EU GMP (UK, Slovenia, 
German, and Irish authorities) health authorities. Furthermore, with ongoing infrastructural                
developments, constructing a new third manufacturing unit at Kakinada is in progress. 
 

Key Investment Thesis 

Focus on new opportunities in Custom Synthesis and Generic Products. 
Divis Laboratories, a prominent pharmaceutical sector player, continuously explores new                    
opportunities in various segments, including Custom Synthesis and Generic Products. Diversifying 
into specialty chemicals and custom synthesis of complex molecules can open up new market                  
opportunities and revenue streams for Divis. Further, continuously expanding the portfolio of generic 
products by entering new therapeutic segments or introducing generic versions of high-demand 
branded drugs can drive growth. Divi's is experiencing pricing pressure and inventory destocking in 
the generics segment but expects the situation to improve. The company management has still              
guided for double-digit revenue growth on the back of multiple projects across Contrast Media and 
Generic APIs, with the scheduled patent expiry over the next few years. 
 

GLP-1 represents a significant growth opportunity 

Divis Laboratories believes it has an excellent opportunity in peptides, particularly in Glucagon-like 
peptide-1 (GLP-1) products. The company has made a lot of progress in the peptides space and is 
confident of becoming one of the major suppliers very soon. Only some companies can supply these 
building blocks outside China, and a lot of chemistry is involved. Therefore, it is an ample                         
opportunity, as several products are coming up in this segment. The company expects a lot of              
demand for the building blocks. Even in these building blocks, there can be value addition by forward 
integration into dipeptides, tripeptides and up to at least four or five residues. Despite being a                 
relatively late entrant, Divi intends to be one of the largest suppliers of the building blocks of GLP-1 
drugs, which will provide strong growth visibility from this opportunity in FY2025 and become                    
substantial beyond going ahead. 
 

Outlook 

Divis Laboratories, a leading global pharmaceutical company, specializes in manufacturing and             
supplying Active Pharmaceutical Ingredients (APIs), Intermediates, and Nutraceuticals. The                     
company is focusing on new opportunities in the custom synthesis category and has bolstered its  
position in traditional products by expanding capacities at its manufacturing units. Serving top global 
innovator pharmaceutical companies, Divis operates six multi-purpose manufacturing facilities—two in 
Telangana and four in Andhra Pradesh. The company has completed debottlenecking and                 
backward integration projects at these sites, enhancing cost efficiency. Additionally, Divis has planned 
a capital expenditure of approximately Rs. 1,500 crores for Unit III in Kakinada, with around Rs. 1,000 
crores already spent by June 30, 2024, and the remainder expected by the end of FY25. The                  
company also plans to incur a total capex of around Rs. 1,000 crore each in FY25 and FY26 for             
capacity augmentation at its existing plants. We, thus, believe that Divis revenue and operating                
performance will gradually improve on the back of steady API business, expanding market                     
opportunities, diversification across product portfolios, focusing on producing peptide fragments for 
GLP-1 drug, Long-term contracts established with key customers and indicating a growing demand for 
capabilities in contrast media. Thus, based on the above factors, we give the stock a “Buy” rating. On 
the valuation front, Divis Laboratories is trading at an EV/EBITDA of 60.0x/51.8x on FY25e/26e 
estimates. We ascribe a BUY rating for a TP of Rs. 7,066, which implies an upside of 16.3%.  

Execution Data 

Target (Rs) 7066 

Stop loss (Rs) 5627 

Buying Range (Rs) CMP 

Last Close Price (Rs) 6073 

% change  Weekly 0.05% 

  

Weekly Oscillator Direction 

10 MMA FLATTISH 

20 MMA FLATTISH 

50 MMA FLATTISH 

RSI  BUY MODE 

MACD BUY MODE 

Divis Laboratories Ltd. 

Sector Outlook Positive 

Stock  

BSE code 532488 

NSE Symbol DIVISLAB 

Bloomberg DIVI IN 

Reuters DIVI.BO 

Key Data  

Nifty 23,743 

52WeekH/L 6,286 / 3,350 

O/s Shares (Mn) 266 

Market Cap (Rs bn) 1,613 

Face Value (Rs) 2 

Average volume  

3 months 583,980 

6 months 633,340 

1 year 593,090 

Fundamental View 

Share Holding Pattern (%) 

Relative Price Chart 
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Key Financials  

YE March (Rs. millions)  FY21   FY22   FY23   FY24   FY25E   FY26E  

Revenue 69,690 89,600 77,670 78,450 84,540 93,780 

Revenue Growth (Y-oY) 29.2% 28.6% -13.3% 1.0% 7.8% 10.9% 

EBIDTA 28,670 38,850 23,700 22,100 26,280 30,500 

EBIDTA Growth (Y-o-Y) 57.0% 35.5% -39.0% -6.8% 18.9% 16.1% 

Net Profit 19,840 29,600 18,240 16,000 18,430 19,540 

Net Profit Growth (Y-o-Y) 44.1% 49.2% -38.4% 12.3% 15.2% 6.0% 

Diluted EPS 74.8 111.5 68.7 60.3 65.5 70.8 

Key Ratios 

EBIDTA margin (%) 41.1% 43.4% 30.5% 28.2% 31.1% 32.5% 

NPM (%) 28.5% 33.0% 23.5% 20.4% 21.8% 20.8% 

RoE (%) 21.3% 25.2% 14.3% 11.8% 10.8% 9.4% 

RoCE (%) 28.1% 30.5% 15.9% 13.5% 13.2% 12.7% 

Valuation Ratios 

P/E (x) 81.3 54.5 88.4 100.8 92.7 85.7 

EV/EBITDA 55.5 40.8 66.3 71.2 60.0 51.8 

Net Debt / EBITDA -0.8 -0.7 -1.8 -1.8 -1.4 -1.1 

Research Team 

Kushal Gandhi Technical Analyst kushalgandhi@bpwealth.com  

Prathamesh Masdekar Fundamental Analyst prathamesh.masdekar@bpwealth.com 
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Institutional Sales Desk                        Tel:  +91 22 61596132/36/38 

Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our per-
sonal views about any and all of 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. Analysts aren't registered as research analysts by 
FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

 

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any of 
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent 
error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any time, any 
express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of 
merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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