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Key Investment Thesis

China+1 / CDMO Diversification: Divi's Laboratories remains one of the clearest India
beneficiaries of the global China+1 outsourcing shift as innovator pharma increasingly diversifies
supply chains amid geopolitical risks, BIOSECURE-related concerns, and tariff escalation on
Chinese pharma inputs. The Company’s differentiated positioning stems from its fully backward-
integrated model, best-in-class process chemistry capabilities, clean USFDA track record, and
multi-decade relationships with global innovators. The long-term supply agreement announced
in May 2025 involving ~INR 650-750 crore of customer-backed capacity creation validates rising
strategic relevance within global CDMO supply chains. With multiple custom synthesis projects
approaching commercialisation from CY27 onwards, Divi’s is entering a phase of structurally
higher revenue visibility versus the broader Indian pharma universe.

GLP-1 | Peptide Optionality: Divi's is building a meaningful strategic position within the
global peptide and GLP-1 manufacturing ecosystem arguably the largest pharma opportunity of
the decade. The Company has established a peptide centre of excellence and is actively
qualifying amino acid building blocks with innovator companies. Although revenues remain
nascent currently, even one scaled commercial peptide contract could drive a disproportionately
large earnings impact given the high-margin and high-entry-barrier nature of peptide synthesis,
potential medium-term revenue upside of INR 1,500-2,500 crore under successful commercial
scale-up scenarios.

Capex-Led Capacity Moat: Divi's ongoing capex cycle is strategically important not merely
because of scale, but because of the underlying demand visibility attached to it. FY26 capex
increased sharply to INR 2,519 crore with CWIP doubling YoY, driven by expansion across
custom synthesis, peptide capabilities, and dedicated innovator-linked capacity. Importantly,
unlike speculative expansion typically seen across the sector, Divi’s current investments appear
substantially backed by long-term customer commitments and capacity reservation advances,
evidenced by the emergence of ~INR 456 crore in non-current financial liabilities. This materially
de-risks execution while reinforcing Divi’s positioning as a globally relevant innovation-facing
CDMO platform with a durable long-term capacity moat.

Outlook

Outlook on Divi's Laboratories remains structurally positive as the Company enters a multi-year
growth cycle driven by custom synthesis scale-up, China+1 outsourcing tailwinds, and emerging
peptide optionality. Commercialisation of large innovator-linked projects from CY27 onwards
should improve revenue visibility, asset turns, and margin trajectory over the medium term. The
ongoing capex cycle, largely supported by customer-linked demand visibility, positions Divi’s to
consolidate its leadership within high-value global CDMO outsourcing. While near-term earnings
may remain influenced by project timing and pharma pricing dynamics, the medium-term risk-
reward remains favourable given the Company’s balance sheet strength, execution track record,
and differentiated positioning in complex manufacturing.

Valuation

We expect the company to grow its Revenue/EBITDA/PAT at a CAGR of 15.3% / 20% / 18.2%
for the period of FY26-FY28. Currently trading at 50x FY28E EPS, we value the company at 53x
FY28E EPS 135, implying a target price of INR 7,155 with the upside of 5.1%. Rating:
ACCUMULATE

Key Risks

A)Raw Material Inflation Risk: Sharp increases in crude and ammonia-linked input costs could
create temporary gross margin pressure despite Divi's strong backward integration. B) Client
Concentration Risk: Dependence on a limited number of large innovator pharma clients within
the CS business could impact revenues if any major contract faces disruption. C) Generics
Pricing Risk: Structural pricing pressure in the global generics APl market may continue to weigh
on growth and profitability within the non-CS portfolio.

CMP (INR) 6,805
Market Cap (Cr) 1,80,643
Free Float Market Cap (Cr) 86,062
52 Week High / Low (INR) 7,077/5,637
Avg Daily Vol (1Y) shares 3,81,325
No. of Shares (Cr.) 26.54
Key Financial
(INR Mn.) FY26 FY27E FY28E
Revenue 105,600 122,027 140,341
EBITDA 34,410 41,426 49,566
EBITDA (%) 32.6% 33.9% 35.3%
PAT 25,680 29,759 35,849
Holding Sep-25 Dec-25 Mar-26
Promoters 51.88 51.88 51.88
Flls 19.39 20.08 20.29
Dlls 19.68 19.18 19.13
Others 0.09 0.09 0.09
Public 8.96 8.75 8.61
Total 100.0 100.0 100.0
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Story in Charts
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Result Snapshot
Particulars (Mn) Q4FY26 Q3FY26 Q4FY25 QoQ YoY
Revenue from Operations 28,310 26,040 25,850 8.7% 9.5%
Total Expenditure 18,970 17,140 16,990 10.7% 11.7%
Cost of Raw Materials 12,140 12,170 9,310 -0.2% 30.4%
Purchase of Stock 0 0 0 NM NM
Changes in Inventories -950 -2,720 500 NM NM
COGS 11,190 9,450 9,810 18.4% 14.1%
Employee Cost 3,810 3,670 3,500 3.8% 8.9%
Other Expenses 3,970 4,020 3,680 -1.2% 7.9%
EBITDA 9,340 8,900 8,860 4.9% 5.4%
EBITDA Margins (%) 33.0% 34.2% 34.3% -119 bps -128 bps
Depreciation 1,200 1,180 1,070 1.7% 12.1%
EBIT 8,140 7,720 7,790 5.4% 4.5%
Other Income 1,550 880 860 76.1% 80.2%
Interest Expense 60 60 10 0.0% 500.0%
PBT before Exceptional 9,630 8,540 8,640 12.8% 11.5%
Exceptional Items 0 740 0 NM NM
PBT 9,630 7,800 8,640 23.5% 11.5%
Tax 2,120 1,970 2,020 7.6% 5.0%
Share of Associates 0 0 0 NM NM
Minority Interest 0 0 0 NM NM
PAT 7,510 5,830 6,620 28.8% 13.4%
PAT Margin (%) 26.5% 22.4% 25.6% 414 bps 92 bps
EPS 28.3 22.0 249 28.8% 13.4%
Research Associate Phone: +91-22-6696 5555

Abhijeet Porwal | research4@devenchoksey.com www.devenchoksey.com



2, DEVEN CHOKSEY
e RESEARCH

Key Concall Highlights

Generic APl Volumes Stable; Volume Growth from Existing Portfolio

= Management confirmed stable volumes across key products through Q4 and FY26 despite continued pricing pressure in generic APls, highlighting
resilience of the existing portfolio.

= Volume pickup accelerated during Q3-Q4 FY26, driven entirely by the current product basket, while FY26/27 patent-expiry opportunities remain
incremental upside.

= Majority of generic API contracts include long-term variability clauses, enabling structured pass-through of raw material and freight cost inflation.

= No customer volume loss or supply disruption was reported during FY26; procurement networks and domestic supplier diversification were further
strengthened to mitigate input volatility.

Custom Synthesis: Strong Pipeline Advancing Toward Commercialisation

= Custom Synthesis (CS) pipeline remained strong across FY26 with molecules progressing through development, validation, and pre-
commercialisation stages.

» Three dedicated CS projects disclosed during FY24/FY25 are currently in validation/pre-commercial stages, with commercialisation targeted by
2027 subject to regulatory approvals.

= Divi’s continues supplying leading innovators in iodine-based contrast media, while gadolinium-based molecules in Phase 2/3 represent a key
FY27/FY28 revenue catalyst.

= Management highlighted sustained opportunity from global supply-chain diversification while maintaining a steady replacement cycle of new
projects for maturing molecules.

Peptide Validation Completed on Several Fragments; SPPS Among World's Largest

= Several peptide fragments were successfully validated during Q4 FY26, with additional fragments progressing through the validation pipeline for
upcoming quarters.

= Divi’s operates both solid-phase peptide synthesis (SPPS) and liquid-phase synthesis platforms, including multiple 3,000-litre SPPS reactors —
the largest peptide setup in India.

= Long-standing protected amino acid capabilities provide vertical integration across the peptide value chain, creating a significant technological and
scale barrier.

= Management reiterated ambitions to build a top-2 global peptide CDMO position, with initial revenue contribution from validated projects expected
from FY27E onward.

Backward Integration Hub Freeing Premium GMP Capacity

= Unit-3 is increasingly central to operations, with pre-chemistry activities shifted from Unit-1 and Unit-2 to free premium GMP capacity for higher-
value CS and peptide manufacturing.

= Capacity qualification at Unit-3 remains customer- and product-specific, reflecting a proactive optimisation strategy aligned with future demand
visibility.

= Approximately INR 800 Cr of FY26 capex was capitalised in Q4, while CWIP reached INR 2,113 Cr, indicating continued expansion momentum.
» Management guided for moderated FY27E capex versus FY26's INR 2,519 Cr, despite an ongoing INR 1,500 Cr expansion programme.

West Asia Disruption: Near-Term Freight/RM Pressure; No Revenue Impact

= West Asia geopolitical disruptions from 28 February 2026 led to port congestion, shipment delays, and higher freight costs, while some suppliers
invoked force majeure clauses.

= Key inputs including methanol, solvents, and ammonia were impacted; Divi’s remains one of India’s largest methanol consumers with significant
import dependence.

= Despite logistical challenges, management confirmed no production stoppages or revenue loss during Q4 FY26, supported by rolling three-month
procurement planning.

= Freight and raw material cost pressures are expected to persist through Q1/Q2 FY27E, although long-term contract variability clauses provide
structural margin protection.

FY27 Guidance

= Management guided for double-digit revenue growth in FY27E, emphasising absolute revenue growth over constant-currency metrics amid INR
volatility.

= Margin outlook was characterised as “stable,” with management refraining from expansion guidance due to uncertainty around freight and raw
material inflation.

= FY27E capex is expected to moderate versus FY26 given the elevated CWIP base, while no major new CS projects have yet been disclosed.

= Commercialisation of key CS projects remains targeted for 2027 subject to customer regulatory approvals, while INR depreciation against
USD/EUR continues to support the ~89% export-oriented business.

Research Associate Phone: +91-22-6696 5555
Abhijeet Porwal | research4@devenchoksey.com www.devenchoksey.com



DEVEN CHOKSEY
wiw RESEARCH

Exhibit 1: Profit & Loss Statement Exhibit 2: Balance Sheet
INR Mn FY25 FY26 FY27E FY28E INR Mn FY25 FY26 FY27E FY28E
Revenues 93,600 105,600 122,027 140,341 Equity
COGS 37,250 40,930 46,683 52,995 Equity Capital 530 530 530 530
Gross profit 56,350 64,670 75,344 87,346 Other Equity 149,160 167,080 184,893 204,548
Emc‘:’c'fs’{ee 12,430 14,420 16,409 18,244 Total Equity 149,690 167,610 185423 205,078
Other y iabilist
14,240 15,840 17,509 19,536 Non-Current Liabilities
expenses
EBITDA 29,680 34,410 41,426 49,566 Other financial liabilities 20 4,610 4,610 4,610
Depreciation 4,020 4,630 4,970 5,290 Deferred tax liabilities (Net) 5,090 4,690 4,690 4,690
Other Non-Current
EBIT 25660 29,780 36,456 44,276 Liabilities 0 2,990 2,990 2,990
; Total Non-Current
Finance 20 230 28 28 Liabilities 5,110 12,290 12,290 12,290
Costs
Other Current Liabilities
Income 3,520 5,070 3,250 3,550
PBT 29160 34,620 39,678 47,798 Other financial liabilities 4,090 4,600 4,600 4,600
Tax 7,250 8.200 9.920 11,950 Trade Payables 9,100 12,110 11,511 13,067

Adj. PAT 21,910 25680 29759 35,849 Ciier eve e

Adj. EPS 825 995 112.1 135.0 Total Current Liabilities 14,520 20,430 19,831 21,387
(INR) i
Lz e 5 169,320 200,330 217,544 238,755
Liabilities
Exhibit 3: Cash Flow Statement Non-Current Assets
INR Mn FY25  FY26 FY27TE  FY28E Emperty l°t[ants and 54 370 65,150 79.180 92.890
CFFO 16,530 27,380 32,128 35217 EEIEREESS
CFFI (8,040) (22,190)  (19,000)  (19,000) Capital work-in-progress 10,220 21,130 21,130 21,130
CFFF (7,990) (8,040) (11,971)  (16,222)
Net Inc/D Other non-current assets 3,920 3,090 3,090 3,160
ineca'; ec 500  (2,850) 1,157 @)
] Total Non-Current Assets 68,510 89,370 103,400 117,180
gper’:'”g 3627 4,127 1,277 2,434
&R Current Assets
Adjustment 0 0 0 0
Closing 4127 1,277 2,434 2,430 Inventories 32,360 39,540 39,649 45,009
Cash
Trade Receivables 27,310 29,840 31,760 33,836
Cash and bank 37,150 34,140 35,294 35,290
Source: Company Research, Deven Choksey Research
Oher current assets 3,990 7,440 7,440 7,440
Total Current Assets 100,810 110,960 114,144 121,575
Total Assets 169,320 200,330 217,544 238,755
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Divis Laboratories Ltd.

Date CMP TP Recommendation
(INR) (INR)

Rating Legend (Expected over a 12-m

Our Rating

28-May-26 6,805 7,155 ACCUMULATE Buy More than 15%
20-Nov-25 6,454 6,795 ACCUMULATE Accumulate 5% — 15%
29-Aug 25 6,135 6,499 ACCUMULATE
22-May 25 6,538 7,518 ACCUMULATE Hold 0-5%
04-Feb 25 6,096 6,435 ACCUMULATE Reduce -5% -0
11-Nov 24 5,950 6,357 ACCUMULATE sell Less than — 5%
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