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Divi’s Laboratories Q1FY21 

Financial Results & Highlights  

Brief Introduction: 

Divi's Laboratories Limited manufactures and sells generic active pharmaceutical ingredients (APIs) 

and intermediates for in the United States, Asia, Europe, and internationally. The company also 

undertakes custom synthesis of APIs and intermediates; and supplies a range of carotenoids, as well 

as markets vitamins to nutritional, pharma, food/beverage, and feed industries. In addition, it exports 

its products. The company was formerly known as Divi's Research Center and changed its name to 

Divi's Laboratories Limited in 1994. Divi's Laboratories Limited was founded in 1990 and is 

headquartered in Hyderabad, India. 

Standalone Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 1728 1172 47.44% 1453 18.93% 

PBT 661 366 80.60% 475 39.16% 

PAT 492 267 84.27% 392 25.51% 

Consolidated Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 1748 1193 46.52% 1466 19.24% 

PBT 661 373 77.21% 471 40.34% 

PAT 492 272 80.88% 388 26.80% 

 

Detailed Results: 

1. Consolidated revenues were up an impressive 47% YoY while profit saw a rise of 81% YoY in Q1. 

2. The company received forex gains of Rs 5 Cr in Q1. 

3. Most of the capex programs for FY21 have been delayed due to the non-availability of workmen 

of some contractors implementing the projects. The company expects these projects to be 

completed by H2FY21. 

 

Investor Conference Call Highlights 

1. Divi’s developed a process from indigenous raw material, for hydroxychloroquine in response to 

COVID-19. 

2. It also developed a process for 4 intermediates of Remdesivir which were used to prevent 

shortages for the drug. 

3. The company has invested in debottlenecking backward integration to minimize dependency on 

the supply of raw materials from China. It has also invested in upgrading its existing digital and 

quality control infrastructure, set up the most modern water treatment facility, and built future 

community blocks with automation with maximum mechanization. 
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4. The main threats posed by the pandemic to the API industry were fluctuations in the cost and 

availability of raw material and supply chain costs and management. 

5. The company has put in place several measures in order to fortify business continuity by ensuring 

timely procurement of raw materials, strategic implementation of production schedules, and 

swiftly organizing the shipment of finished products to customers. 

6. The company has a cash reserve of Rs 1343 Cr with receivables of Rs 1550 Cr and an inventory of 

Rs 1742 Cr. 

7. EU & Americas accounted for 74% of revenues. 

8. The product mix for generics to custom synthesis is at 59:41 in revenue terms. 

9. Constant currency growth for the quarter was 39% YoY. 

10. The company is looking to expand volume production capacity and producing intermediates for 

gabapentin to maintain its leadership in the drug. Once the dependence on imports for 

intermediates is eliminated, margins will rise for this product. 

11. Out of the proposed Rs 1800 Cr of capex, Rs 1000 Cr has already been implemented last year while 

the rest is under implementation. 

12. The company also expects around 25-30% production jump after the implementation of the 

debottlenecking backward integration. The main aims of the capex plan are:  

1. Debottlenecking backward integration. 

2. Introduction of new generic products. 

3. Custom Synthesis. 

4. Expanding the company’s manufacturing for the key building blocks for key generic APIs 

for which the company is currently dependent on China. 

13. The completion of the capex is also dependent on certain regulatory submissions and clearances. 

14. The main reason for all API companies in India doing well is the rise in volumes to replace Chinese 

supplies. 

15. Carotenoids sales have improved to Rs 127 Cr in Q1. This mainly driven by the rise in COVID-19 as 

Carotenoids are a natural immune booster. 

16. The units completed in Feb and March 2020 have only completed their validations and have yet 

to be commercialized. 

17. The prices for products like dextromethorphan has remained stable in Q1 and may have increased 

slightly due to additional logistical costs. 

18. The company is waiting for a legal resolution with the Govt for the Kakinada plant before forming 

any capex plans for the site. 

19. The management remains confident that the company will be able to meet any surge in demand 

given the planned capacity. 
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20. As with the API industry benefiting from the China replacement phenomenon, the custom 

synthesis industry in India is also expected to benefit similarly. 

21. The gross block addition in Q1 was at around Rs 215 Cr. 

22. The management has stated that the company is operating at peak utilization levels. 

23. The management has stated that the company may not be eligible for the PLI scheme in APIs by 

the Govt of India as most of the company’s sales are in exports. 

24. The management mentions that there were indeed some one-offs and lumpy revenues in Q1 due 

to COVID-19. 

25. The management has stated that the company remains focused on its main strength of inventing 

new technologies to improve yield conversions on in-demand molecules and this provides the 

company with more opportunities with big pharma companies. 

26. In terms of margins, custom synthesis can go up to 55% or as low as 40% while generics can go 

anywhere between 45% to 60%. Thus overall margins can vary between 40-60% depending on the 

mix. 

27. The company is not concerned too much with the announcements by big innovator pharma 

companies to set up API production as it would not yield any sustainable cost advantages as 

compared to outsourcing to companies like Divi’s. Also getting regulatory clearance is a time-

consuming process which is another roadblock in this path. 

28. The company has no plans to get into the biologics space at the moment. 

29. The management has stated that the opportunity size for APIs remains the same despite COVID-

19. Only the nature of this opportunity may have changed. 

30. The company stands ready to make any required capex if needed in case of a surge in demand for 

custom synthesis. 

 

Analyst’s View: 

Divi’s Labs has been a celebrated API manufacturer in India for a long time. The company is doing well 

and differentiating itself from the rest of the Indian Pharma industry by continuing to hone its efforts 

in maintaining its dominance in the API industry and Custom Synthesis. It had a phenomenal 

performance in Q1 with 47% revenue growth and 81% PAT growth. Though the management has 

admitted that Q1 had some one-off and lumpy sales, there is no denying the fact that the company is 

set to benefit immensely from the general industry shift away from Chinese API makers. It remains to 

be seen how the company will be able to chart its path in the future by solely relying on its core areas 

of API and Custom Synthesis while everyone else in diversifying into as many emerging segments as 

they can. Nonetheless, given the company’s history of excellent performance and its standing in the 

global API industry, Divi’s Laboratories remain a pivotal pharma stock in India, especially given the 

massive China substitution opportunity. 
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If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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