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2 Year Target - Rs 265
Face Value 10.00
Market Cap (Rs Billi) 273
Stock PE 293
Dividend Yield 0.07%
Shares O/S (Cr) 133
Book Value per Share (Rs) 61.3
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Analyst Recommendation: BUY

BSE Code: 543635 NSE: PPLPHARMA

Investor’s Rationale

Muted growth across key segments drags margins

Revenue declined by 1% YoY (-29.8% QoQ) to INR 19.3bn (I-Sec: INR 19.5bn). Gross
margin contracted 130bps YoY (-120bps QoQ) to 64.1% due to lower uptick in margin-
accretive businesses. EBITDA declined by 47.8% YoY (-81% QoQ) to INR 1.1bn, (l-sec:
INR 1.7bn) while margin contracted by 500bps YoY to 5.5% due to de-operating
leverage. Higher other income (+199% YoY) and lower interest cost (-19.5% YoY)
curtailed dip in profits. Adjusted net loss stood at INR 1bn (I-sec: loss of INR 1.3bn) in
Q1FY26 vs loss of INR 886mn last year.

Muted CDMO and CHG growth; strong ICH performance

CDMO revenue declined 5.7% YoY (-44.2% QoQ) to INR 10bn. Excluding sales of a large
on-patent commercial product, the biz grew in mid-teens. Piramal is the primary
supplier to the innovator for large CDMO molecule; with sales of end product growing
at 40% in Q1CY25, we expect a recovery to flow in next couple of quarters. We expect
Piramal’s CDMO biz to register a 7.6% CAGR over FY25-27E. Complex hospital generics
(CHG) grew 1% YoY (-9.6% QoQ) to INR 6.4bn. Growth was impacted due to phasing of
institutional orders for inhalation products and delay in shipment timing in intrathecal
products. Management expects a strong recovery in H2FY26 and has maintained its
mid-teen growth guidance. We build in a 16.0% revenue CAGR in the CHG segment
over FY25-27E. India Consumer Healthcare (ICH) grew the fastest at 14.4% YoY (10.2%
QoQ) to INR 3bn led by healthy growth in power brands (up 18% in Q1FY26) and e-
commerce segment. We expect a 12.5% CAGR in ICH’s revenue over FY25-27E.

Valuation

We cut our FY26/27E EPS by ~11%/6% to factor in the near-term slowdown in CDMO
business. We now expect Piramal to report a revenue/EBITDA/PAT CAGR of
10.8%/17.6%/158.0% over FY25-27E with ~200bps improvement in margin to 17.8% in
FY27E.

The stock is trading at 23.0x/15.5x for FY26/27E EV/EBITDA. We maintain BUY on the
stock with an SoTP-based revised target price of INR 265..

Y/E March (Rsmn) |

Net Sales 81712 91512 96520 112349
EBITDA 11963 14448 13513 19998

PAT -417 182 954 5292
RoCE (%) 05 14 2.8 5.9
RoE (%) 03 11 2 7.1
P/E 1526.4 298.5 162.1 4.8
P/CEPS 35.6 30 27.6 18.6
P/BV 34 33 33 3.1

EV / EBITDA 25.7 21.4 23 15.5
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Concall Highlights

cbmMmo

e Post adjusting the impact of destocking in a large product, the residual CDMO delivered a mid-teen growth, along with
improvement in EBITDA margin led by the overseas facilities.

e Supplies from overseas facilities are expected to continue growing ahead.

e Lower biotech funding continues to impact growth in early-stage development projects.

e CDMO orderbook remains healthy and it received new orders during the quarter.

e Large product was evenly spread-out last year. In Q1FY26, the company did not record any sales for this product. Piramal
continues to be the primary supplier to the innovator for this product and supplies will resume once inventory adjustment is
over.

e Piramal has an integrated model for ADC contract manufacturing. At Riverview plant it can do linker payload, mAB
manufacturing at Hyderabad, conjugation at Grangemouth plant and fill finish at Lexington.

e The company is investing USD 90mn towards capacity expansion at Riverview and Lexington plants.

Complex Hospital Generics

e Inhalation Anaesthesia (IA) recorded lower growth due to phasing of institutional orders.

¢ Neoatriconl launched in select EU markets in Q1FY26 and it may launch in more markets in Q2FY26, receiving positive
response.

e |t received USFDA approval for Digwal (India) facility for Sevoflurane APl and finished product manufacturing site for both
human and veterinary use.

e Aurora facility (Canada) underwent a USFDA inspection without any observation. This plant will cater to emerging markets
and the US going ahead.

e |t launched Neoatricon in select EU markets in Q1FY26 and will launch this product in some more markets in Q2FY26.

e Management has maintained its double-digit growth guidance; it also believes H2FY26 could be much stronger for this
segment.

e Growth in FY26 in this segment is likely to be driven by RoW markets.

India Consumer Health

e |t continued double digit revenue growth with 18% YoY growth (49% of consumer sales) in power brands mainly driven by
Little’s, i-range, and CIR.

e |-range witnessed recovery during the quarter post price control imposed earlier.

e |t launched 7 new products and SKUs in Q1.

e E-commerce grew 41% YoY.

e Operating leverage is likely to boost profitability of this segment ahead.
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Revenue growth to be steady
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EBITDA to grow goingahead
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Outlook and Valuation

We cut our FY26/27E EPS by ~11%/6% to factor in the near-term slowdown in CDMO business. We now expect Piramal to report
a revenue/EBITDA/PAT CAGR of 10.8%/17.6%/158.0% over FY25-27E with ~200bps improvement in margin to 17.8% in FY27E.
The stock is trading at 23.0x/15.5x for FY26/27E EV/EBITDA. We maintain BUY on the stock with an SoTP-based revised target
price of INR 265.

Piramal Pharma Ltd - Company Overview

Piramal Pharma Limited (PPL) is part of the Piramal group of companies. The company operates through 3 major segments
(1) Contract development and manufacturing organisations (CDMO),

(2) Complex hospital generics (critical care), and

(3) consumer healthcare (OTC).

Company entered Pharma space back in 1988 with acquisition of Nicholas Laboratories and grew through a series of Mergers &
Acquisitions and various organic initiatives. In 2010 the Domestic formulations business was sold to Abott for $3.7 billion and
Diagnostic Services was sold to Super Religare Laboratories (SRL)
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Balance sheet (Consolidated) Profit & Loss Account (Consolidated)
Y/E March (Rsmn) FY24A FY25A FY26E FY27E Y/E March (Rsmn) FY24A FY25A FY26E FY27E
Total Current Assets 53039 57218 61986 68960 Net Sales 81712 91512 96520 112349
of which cash & cash eqv. 4826 5015 6407 5547 Operating Expenses 40209 44747 48260 52804
e ERe RIS 22942 22601 24449 27614 EBITDA 11963 14448 13513 19998
Provisions
Net Current Assets 30097 34618 37536 41346 EBITDA Margin (%) 14.6 15.8 14 17.8
Investments 3850 2907 2907 2907 DeniEsaion 7406 8163 8175 8535
Amortization
Net Fixed Assets 38726 41760 44585 45049 EBIT 4557 6285 5338 11463
ROU Assets 3776 3584 3584 3584 Interest expenditure 4485 4216 4255 3755
Capital Work-in-Progress 11158 9769 8769 7769 O I‘:s:;‘::rat‘“g 1754 1348 1550 1628
Total Intangible Assets 37397 35991 35991 35991 Recurring PBT 1198 3417 2633 9336
Other assets 1149 1061 1061 1061 Profit / (Loss) from 595 729 724 774
Deferred Tax Assets 3865 3931 3931 3931 Associates 0 0 0 0
Total Assets 130176 134175 138950 142319 Less: Taxes 1615 3235 1678 4044
Liabilities 0 0 0 0 PAT -417 182 954 5292
Borrowings 45589 47203 50203 47203 Less: Minority Interest - - - -
Deferred Tax Liability 2292 2484 2484 2484 Extraordinaries (Net) - - - -
provisions 323 487 487 487 Net Income (Reported) 178 911 1678 6066
other Liabilities 1679 1756 1852 2156 Net Income (Adjusted) 241 911 1678 6066
Equity Share Capital 13230 13244 13244 13244
Reserves & Surplus 65884 68011 69689 75755
Total Net Worth 79114 81255 82933 88999

Minority Interest - - - o

Total Liabilities 130176 134175 138950 142319
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Cash Flow (Consolidated) Key Ratios & Valuations (Consolidated)
Y/E March (Rsmn) FY24A FY25A FY26E FY.
Operating Cashflow 10045 8923 12648 13895 Per Share Data (INR)
Working Capital Changes -2343 -4877 -1221 -3703 Reported EPS 0.1 0.7 13 4.6
Capital Commitments 7104 6591 10000 8000 Adjusted EPS (Diluted) 0.2 0.7 13 4.6
Free Cashflow 2941 2332 2648 5895 Cash EPS 5.8 6.9 7.4 11
Other investing cashflow 2764 1817 - - Book Value per share (BV) 59.8 61.4 62.7 67.3
oshioiominyestng 9869 8408 10000 8000 Profitability Ratios
Activities
Issue of Share Capital = = = = RoCE (%) 0.5 14 2.8 5.9
Interest Cost -4618 -4384 -4255 -3755 RoE (%) 0.3 11 2 7.1
Inc (Dec) in Borrowings 394 120 3000 -3000 RoIC (%) 0.5 15 2.9 6.2
Dividend paid - -145 - - Valuation Ratios (x)
Others - - 0 0 P/E 1526.4 298.5 162.1 44.8
Cashitowfronkinancing -4224 -4408 -1255 -6755 P/CEPS 356 30 27.6 186
Activities
Chg. in Cash & Bank balance 15691 12923 21392 15140 P/BV 3.4 33 3.3 3.1
Closing cash & balance 18766 17748 26407 21547 EV /EBITDA 25.7 21.4 23 jii5!5

P / Sales 33 8 2.8 2.4
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Large Cap. Return Mid/Small Cap. Return

Buy More than equal to 10% Buy More than equal to 15%

Hold Between 10% & -5% Accumulate* Upside between 10% & 15%

Reduce Less than -5% Hold Between 0% & 10%
Reduce/sell Less than 0%

* To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

Member: BSE, NSE, MCX, MCX-SX, CDSL

Reg. office: PG-4, Rotunda Bldg, Bombay Samachar Marg, Fort, Mumbai-
400001, Maharashtra, India

Corp Office: 24/26 Cama Bldg, 3rd Floor, Dalal Street, Fort Mumbai-
400001, Maharashtra India

Tel: 91-22-67378001 Fax: 91-22-22646410
Dealing: 91-22-67378011 Institutional Dealing: 91-22-6737833
Email: research@mjpdirect.com Website: www.mjpdirect.com

Registration Number: SEBI- INZ000218338

Disclaimer:

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any
investment decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in
the securities of the companies referred to in this document (including the merits and risks involved), and should consult their
own advisors to determine the merits and risks of such an investment. M J Patel Share & Stock Brokers Ltd. its affiliates,
directors, its proprietary trading and investment businesses may, from time to time, make investment decisions that are
inconsistent with or contradictory to the recommendations expressed herein. The views contained in this document are those
of the analyst, and the company may or may not subscribe to all the views expressed within. Reports based on technical and
derivative analysis center on studying charts of a stock's price movement, outstanding positions and trading volume, as
opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamentals.
The information in this document has been printed on the basis of publicly available information, internal data and other
reliable sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as
such, as this document is for general guidance only. M J Patel Share & Stock Brokers Ltd. or any of its affiliates/ group
companies 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. M J Patel Share & Stock Brokers Ltd. has not independently verified all the
information contained within this document. Accordingly, we cannot testify, nor make any representation or warranty, express
or implied, to the accuracy, contents or data contained within this document. While M J Patel Share & Stock Brokers Ltd.
endeavours to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance,
or other reasons that prevent us from doing so. This document is being supplied to you solely for your information, and its
contents, information or data may not be reproduced, redistributed or passed on, directly or indirectly. M J Patel Share & Stock
Brokers Ltd. and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other
advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or
in the past.
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This document disclaims any warranty of any kind imputed by the laws of any jurisdiction, whether express or implied, as to
any matter what so ever relating to the service, including without limitation the implied warranties of merchantability, fitness
for a particular purpose and non-infringement. Any disputes are subject to the jurisdiction only of the Courts of Republic of
India at Mumbai.

M J Patel Share & Stock Brokers Ltd shall not be liable for any misrepresentation, falsification and deception or for any lack of
availability of services through website even if the same is advertised on the website.

Neither M J Patel Share & Stock Brokers Ltd. nor its directors, employees or affiliates shall be liable for any loss or damage that
may arise from or in connection with the use of this information.




