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Business Standard

Valuations may cap
gains for Divi’s Labs

Stock currently trading at about 60x its FY27 earnings estimates

RAM PRASAD SAHU
Mumbai, 1 November

The stock of the country’s second-
largest pharma company by market
capitalisation, Divi’s Laboratories,
haslost 2.4 per cent since ts results
lastweek. While the performance of
the pharma firm for the second
quarter (July-September) of 2025-
26 (Q2FY26) was better than esti-
mates, valuations are in the
expensive zone. At the current
price, the stock trades at about 60
times its FY27 earnings estimates.

Revenues in the quarter were
up 16 per cent year-on-year (Y-0-Y)
and 12.7 per cent sequentially. The
gains were led by custom syn-
thesis (CS), which was up 28.7 per
cent. The segment accounted
for 56 per cent of revenues.

The CS sales were above esti-
matesonthebackofastrongexecu-
tion in multiple projects. The
company expects the segment to
post robust growth, given higher
request for proposals and interest
from global innovators, and three
long-term supply agreements,
which are at various stages and are
expected to be onstream from the
second halfof2026-27 (H2FY27). Its
long-term relationships, third
phase development of Gadolinium
compound (contrast agent in mag-
netic resonance imaging or MRI
scans), and a strong peptide pipe-
line will also drive growth.

The growth in the generics busi-
ness was lacklustre, growing 5.2 per
centY-o-Yand falling7.2 percenton
asequential basis. This was led by
pricing pressure, though volumes
helped offset the impact on volume
growth. While there was no loss of
clients, capacities, or volume in the
active pharmaceutical ingredient
(API) segment, the company does
notexpectanimprovementin pric-
ing. This could weigh on the reven-
ues in the next couple of quarters.

The company’s gross margin
increased by 192 basis points (bps)
Y-0-Y to 60.5 per cent, and was
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largely driven by the manufactur-
ing of starting material for the key
molecules in Unit 3 Kakinada. The
company has constructed six blo-
cksinUnit3,and intendstoadd two
more blocks, which can further aid
margin increment through back-
ward integration, pointed out Fo-
ram Parekh of BOB Capital Markets.

The brokerage has a “hold”
rating on the stock. Owing to the
interim upside risk for the CS busi-
ness from loss of exclusivity of key
molecule sacubitril valsartan
chronic heart failure drug) in the
US, the brokerage pegs its valuation
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at 56 times September 2027 earn-
ings per share, with atarget price of
7,098 per share.

‘While the operating profit expa-
nded by 24 per cent Y-0-Y, operating
profitmargins expanded by 208 bps
overthe year-ago quarter at32.7 per
cent. Elara Securities projects mar-
gins to be 33.7 per cent for FY26,
with small gains thereafter. Ana-
lysts led by Bino Pathiparampil of
the brokerage said, “Given the
higher competition from several
firmsinIndia, it may notbe easy for
operating profit margin to expand
toahistorical peak of 39-40 per cent
onasustainable basis.”

The brokerage has lowered its
FY26-FY28 earnings per share esti-
mates by 1-3 per cent, and has a
“sell” rating, given expensive valu-
ations. Narrativesaround China +1
and glucagon-like peptide (GLP)-1
havekept high growth expectations
alive and taken the stock valuation
beyond reasonable levels, it says.

Motilal Oswal Research is
positive, given its differentiated
skillsets such as peptide and
contrast media manufacturing,
enhanced reliability for supply
despite geopolitical turmoil, and
capacity that would cater to future
requirements. However, it has a
“Neutral” rating, given that the
current valuation adequately
factors in the earnings upside.

POLITICAL DONATIONS

Retain transfer proof,
receipts to address
future scrutiny

HIMALI PATEL

The Central Board of Direct Taxes
(CBDT) has uncovered a large net-
work involving registered unrec-
ognised political parties (RUPPs),
chartered accountants and inter-
mediaries that allegedly laun-
dered¥9,169 crore under the guise
of political donations, accordingto
media reports. Those making
political donations must learn the
appropriate procedure and avoid
falling prey to intermediaries
who promise tax benefits based on
bogus donations.

Modus operandi
Bogus political parties with no
genuine activity are floated to
misuse donation-related exemp-
tions. Intermediaries route con-
tributions to obscure parties to
help donors claim deductions.
“Donors transfer funds to reg-
istered unrecognised political
parties (RUPPs), which issue
them donation receipts. Donors
claim 100 per cent tax deduction
and thus evade income tax. The

RUPP then illegally returns most
of the money in cash, after dedu-
ctingacommission,” says Ritika
Nayyar, partner, Singhania & Co.

S . .

Once flagged, taxpayers receive
online queries seeking receipt and
UTR (Unique Transaction Refere-
nce, a code generated by banks for
every transaction). Weak respon-
seslead tosummons and surveys.

Provisions of Section 80GGC
Section 80GGC allows individuals
toclaim100 per centdeduction for

mode of payment, the party’s
PAN/TAN and registration number.
The donor must also keep proof of
banking transactions, such as che-
quecounterfoil, chequeimage, UTR,
transferstatement, or UPI confirma-
tion. If donating through a volun-
teer, the party’s registration number
should be verified on the Election
Commission of India (ECI) website.

contributions to politi-
cal parties or electoral trusts. The
recipient political party must be
registered under Section 20A of the
Representation of the People Act.
(Section 80GGB allows companies
to claim this deduction). “There is
noupper monetary limit for claim-
ing these deductions,” says Sate-
eja. Surana informs that payments
must be made through non-cash
modes such as cheque, demand
draft or electronic transfer.

TheIncome-Tax (I-T) Department
usesdataanalyticsand legal verifi-
cationtodetect fraudulent claims.
Each claim is checked for party
registration, non-cash payment
modes, and authenticity of
receipts. “Advanced analytics
detect suspicious patterns like
unusually large donations relative
to income, round-tripping of
funds, or multiple donorslinked to
the same unrecognised entities,”
says Suresh Surana, a Mumbai-
based chartered accountant.
Surveys and searches are con-
ducted when irregularities sur-
face. “Fraud is also detected
through intelligence-based
search operations, scrutiny of
delisted or non-compliant politi-
cal parties, and donors claiming
heavy deductions with lesser-
known parties,” says Rahul
Sateeja, partner, DMD Advocates.

Donations may be made on a politi-
cal party’s website or at its regional
offices. A donor must retain the offi-
cial receipt or certificate containing
the donor’s name, amount, date,

Mistakes to avoid

= Do not donate through a
volunteer or intermediary who
refuses to disclose the party's
ECl registration number

= Avoid donating without
checking the receipt proforma
showing the political party’s ECI
registration number and PAN

= Do not donate to political
parties delisted by the
Election Commission

= Do not donate in response
to unknown phone calls
or online popups

Source: DMD Advocates

Pallav Narang, partner,
CNK, suggests keeping both hard
and soft copies of all documents.
Donors can check Section
29C(3) of the Representation of
the People Act (Form 24A) for
donations exceeding ¥20,000.
“Form 24A is published on the
ECIwebsite and filed by the
party’s treasuret,” says Sateeja.
The donor must report the
contribution under the ‘Deduc-
tions under Chapter VI-A’ section
of their I-T return. “The official
receipt and bank payment proof
need not be attached to the return
but must be produced if asked
during assessment,” says Nayyar.

Exercise caution

Donate to recognised political
parties only. “Understand the
party’s background and proposed
utilisation of funds,” says Narang.
He advises avoiding accommoda-
tion entries (fake financial transac-
tions) and entities involved in
money laundering. If the depart-
ment suspects foul play, it notifies
taxpayers to revise returns. “Ulti-
mately, if manipulation is estab-
lished, the Department disallows
thedeductions, imposes, penalues
initiates reassessment, and,
serious cases, launches prosecu-
tion,” says Surana.

The writer isa Mumbai-based
independent journalist

Facing issues with your MF or broker? Sebi’s

Ifyou have a complaint about your
mutual fund, such as units not
being credited or the broker not lis-
teningto you, the SCORES portal
offers relief. Short for Sebi Com-
plaints Redress System, the portal
allows investors to file and track
complaints against registered inter-
mediaries. A one-stop grievance
redressal system, it accepts com-
plaints against listed companies,

stockbrokers, depositories, mutual
funds, portfolio managers, and
other Sebi-registered entities.

How toregister, file complaint
Investors have to first raise their
complaints directly with the com-
panies concerned. If there’s no
response within 30 days or the

SCORE

Investors can lodge a complaint
intwo simple steps:

e Visit the portal, click on ‘Inves-
tor Corner’, and create an account
using your email ID and mobile
number. After registration, you
will receive login credentials.

o Login, select the category (e.g.,
mutual funds, brokers, or listed

resolution is unsatisfactory, they
may complain at SCORES.

Read full report here: mybs.in/2erc3d2

, describe the issue
clearly,and attach relevantdocu-

may help you

ments such as transaction state-
‘ments, emails, or screenshots.

What next?

Once the complaint is submitted,
Sebi forwards it to the relevant
entity for resolution. The inter-
mediary must respond within 30
days through the portal. Sebi mo-
nitors the response and, if nee-
ded, seeks further clarification.
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