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Pharma and Healthcare

Q2FY26: Steady sales growth, margin to remain flat

The India Pharma and Healthcare sector is expected to see steady revenue
growth but EBITDA margins to remain flat. We project sales/EBITDA growth
of 11%/12% YoY for our coverage universe. Our assumptions are: (1) pharma
coverage will see 11% YoY sales growth, as moderate 10% YoY increase in the
India business due to new GST related disruption in Sep-25 month. The US
formulations expected to be flattish on the back of pricing pressures in the base
business and QoQ lower gRevlimid sales (Dr Reddy’s, Zydus, Sun Pharma, and
Aurobindo) will be offset by steady traction in key products (gSpiriva - Lupin,
gJynarque — Lupin, gMyrbetriq — Zydus and Lupin), and new launches
(gEntresto — Alkem, Torrent, Zydus, Dr Reddy’s, gXarelto — Aurobindo, Lupin)).
(2) EBITDA margins for the pharma segment are expected to remain flat (+14bps
YoY), as price erosion in the US and expected increase in R&D. SG&A to partly
offset by India growth; (3) the hospital business is projected to grow by 13%
YoY, as lower occupancy (high base effect) will be partly supported by steady
ARPOBs and a better case mix. We expect EBITDA margins to expand for
Apollo Hospital (due to reduced spending on Apollo 24/7), while Aster DM
(slower growth in key cluster) and Max Healthcare (integration of low margin
acquired hospitals) may see a margin decline. (4) The diagnostics segment is
expected to post 15% YoY sales growth (ex-M&A growth at 12% YoY), driven
by patient/test volume increases, while network expansion and M&A-led costs
could impact margins; (5) while the retail pharmacy Medplus is expected to see
muted growth, Apollo Pharmacy could see steady 15% YoY growth. Overall, we
expect strong performances from Lupin, Torrent, and Apollo Hospitals, while
Aurobindo, Dr Reddy’s, Mankind, and Sun Pharma may post muted results.

® US business to be flat QoQ: The US generics market is likely to see no growth
QoQ growth due to lower sales from gRevlimid (Dr Reddy’s, Aurobindo,
Zydus), and moderate base business price erosion. This is expected to partly
offset by traction in key products gJynarque (Lupin), gSpiriva (Lupin) and
gMyrbetriq (for Lupin and Zydus), and specialty scale-up (Sun Pharma).

= India coverage growth expected at 10% YoY vs IPM’s at ~7.7%: Indian
pharma market (IPM) saw steady growth of 7.7% in Jul/Aug’25 (as per
IQVIA), led by steady 12% growth in the chronic segment, which was partly
offset by ~5% growth in the acute segment for the same period. Moreover,
GST rate revision related impact to reflected in mid-Sep-25. We expect our
coverage universe to see 10% YoY growth in India business, led by M&As
(Eris and Mankind), and traction in the specialty (Sun Pharma, Zydus) and
chronic (Sun, Torrent). On the other hand, muted growth in anti-infectives
(Alkem, Mankind) could impact the overall growth momentum.

® Healthcare coverage to see muted occupancy and steady ARPOB: Hospital
companies with a focus on case/payor-mix have seen steady ARPOB growth.
However, occupancy in Q2FY26E is expected to remain muted largely due to
high base (higher infections related admissions led occupancy) and impact of
leadership changes (for Aster DM in Kerala cluster). Retail pharmacy to see
moderate sales growth and steady margins. Diagnostics will see 15% growth
on steady volume growth and Mé&As (organic growth at 12% YoY); network
expansion, no major price hikes, and M&A-related costs to restrict margins.

=  Price erosion and higher R&D to keep margin flat: We expect muted gross
margin (flat YoY) as GM expansion from few exclusivity-based launches may
be offset by price erosion in the US (base business and gRevlimid) and
increase in R&D as well as pre-launch related spend (Sun Pharma) to keep the
EBITDA margin muted for our coverage companies.

INSTITUTICO Q NAL

RESEARCH

YE March Rec. (INR]/“sl;\are)
Pharma

Alkem ADD 5,700
Aurobindo ADD 1,230
Dr. Reddy's REDUCE 1,240
Eris Life ADD 1,850
IPCA BUY 1,720
Lupin ADD 2,060
Mankind ADD 2,780
Sun Pharma BUY 2,000
Torrent Pharma ADD 3,780
Zydus Life ADD 1,010
Healthcare

ﬁ(lz(s)}l)li(zals BUY 8,950
Heats ADD 670
Max Healthcare REDUCE 1,180
Medplus BUY 1,120
Dr Lal Pathlabs ADD 3,380
Metropolis ADD 2,170
Mehul Sheth

mehul.sheth@hdfcsec.com
+91-22-6171-7349

Divyaxa Agnihotri
divyaxa.agnihotri@hdfcsec.com
+91-22-6171-7362

HDFC

securities | Yeans

B

Powering India’s Investments




HDFC 9F;:

securities | YEans

Pharma & Healthcare: Q2FY26E Results Preview Forerne ndas nvesments

Exhibit 1: HSIE estimates snapshot

Companies Revenues EBITDA EBITDA Margin % Adjusted Net Profit
(INR mn) Q2FY26E YoYgr. QoQgr.| Q2FY26E YoYgr. QoQgr.| Q2FY26E YoYbps QoQbps| Q2FY26E YoY gr. QoQ gr.
Alkem Labs 38,229 12% 13% 8,525 13% 15% 22.3 26 38 7,564 10% 16%
Aurobindo 80,963 4% 3% 16,516 5% 3% 20.4 32 3 8,703 8% 5%
Dr. Reddy's 86,733 8% 1% 22,377 3% 3% 25.8 (119) 45 14,693 6% 4%
Eris Lifesciences 8,021 8% 4% 2,904 10% 5% 36.2 52 41 1,230 34% 4%
IPCA 25,265 7% 9% 5,002 11% 18% 19.8 70 142 2,950 24% 22%
Lupin 65,584 16% 5% 17,577 29% 7% 26.8 271 62 11,338 30% -1%
Mankind 37,140 21% 4% 9,768 15% 15% 26.3 (134) 259 5,496 -16% 25%
Sun Pharma 142,791 7% 3% 39,553 4% -3% 277 (98) (171) 30,005 2% 8%
Torrent Pharma 32,216 12% 1% 10,728 12% 2% 33.3 4 36 6,159 32% 4%
Zydus Life 64,677 23% 2% 18,562 31% -9% 28.7 161 (231) 11,903 35% -17%
Pharma Total 581,619 11% 3% 151,512 11% 2% 26.1 14 (34) 100,041 11% 4%
Hospitals

Apollo Hospital 62,404 12% 7% 9,280 14% 9% 14.9 29 29 4,636 22% 7%
Aster DM 11,801 9% 9% 2,331 6% 12% 19.8 (48) 52 1,087 12% 23%
Max Healthcare” 25,651 21% 4% 6,849 21% 9% 26.7 7 126 4,155 13% 10%
Hospitals Total 99,855 13% 6% 18,460 15% 10% 18.5 30 53 9,877 17% 10%
Diagnostic

DLPL 7,365 12% 10% 2,195 8% 14% 29.8 (88) 109 1,471 14% 11%
Metropolis 4,300 23% 11% 1,066 19% 19% 24.8 (90) 156 571 23% 27%
Diagnostic Total 11,665 15% 10% 3,261 12% 16% 28.0 (100) 125 2,043 16% 15%
Retail Pharmacy

MedPlus 16,733 6% 8% 1,439 16% 10% 8.6 71 13 488 26% 15%
Coverage total 709,872 11% 1% 174,673 12% 3% 24.6 15 (23) 112,449 11% 5%

Source: Companies, HSIE Research. Note: EBITDA and PAT adjusted for one-offs, * Max Healthcare financial includes partnered healthcare facilities,
Metropolis organic growth excluding M&A at 12% YoY
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Exhibit 2: HSIE estimates for Q2FY26E — Pharma coverage...

INR mn Q2FY25 Q1FY26 Q2FY26E YoY ch QoQ ch Comments

Alkem Labs

Revenue 34,147 33,711 38,229 12% 13% Sales growth led by ~9% growth in India
EBITDA 7,528 7,391 8,525 13% 15% formulation business, 5% QoQ growth in the US

(+21% YoY), and ~9% growth in international

EBITDA in 9 22.09 21.99 22.39 2
margin % 0% % 3% 6 bps 38bps business (ex-US). Gross margins remain steady YoY
PAT 6,886 6,531 7,564 10% 16% and higher costs towards growth initiatives to keep
EPS (INR/sh) 57.6 54.6 63.3 10% 16% EBITDA flat YoY.
Aurobindo Pharma
Revenue 77,961 78,681 80,963 4% 3% US business to remain flat QoQ with moderation in
EBITDA 15.661 16,034 16,516 5% 3% injectable business, negligible gRevlimid sales,
. partly offset by steady growth in the OSD sales and
EBITDA 9 o o o
margin % 20.1% 204% 204% e 3bPS jew launches. Europe to sustain steady growth
PAT 8,075 8,250 8,703 8% 5% momentum. Steady gross margin and cost to
EPS (INR/sh) 13.9 14.2 15.0 8% 5% support EBITDA margin.
Dr Reddy's Lab
Revenue 80,382 85,721 86,733 8% 1% US business to decline 6% QoQ due to lower
gRevlimid sales, as well as price and market share
EBITDA 21 21,7 22,377 Y% Y%
/689 736 & 3% 3% erosion in the base business. India to see 8% YoY
EBITDA margin % 27.0% 25.4% 25.8% -119 bps 45bps growth due to GST related impact for Sep-25 month.
PAT 13,915 14,181 14,693 6% 49 We have factored NRT business contribution at INR
6.7 bn. We expect gross margin to decline on price
EPS (INR/sh) 16.7 17.0 17.6 6% 49, erosion in key products and steady costs leading to
lower EBITDA margin.
Eris Life
Revenue 7,412 7,730 8,021 8% 49 We expect base business to see 10% YoY growth on
steady traction in key chronic therapies and gradual
EBITDA 2,64 2,767 2,904 10% Y%
/645 /76 0 0% 5% recovery in Biocon insulin business; this will partly
EBITDA margin % 35.7% 35.8% 36.2% 52 bps 41bps offset by GST related disruption in Sep-25 month.
PAT 916 1,180 1,230 34% 49, Export business to remain lower YoY due to capacity
constrain. Gross margin expansion on better mix and
EPS (INR/sh) 6.7 8.7 9.0 34% 49, steady cost leading to EBITDA margin
improvement.
IPCA Labs
Revenue 23,549 23,089 25,265 7% 9% We assume India formulation business to see 9%
EBITDA 4498 4246 5,002 11% 18% YoY growth, export formulation to grew 5% YoY
o o o o and API business to see 9% YoY growth. We assume
EBITDA margin % 19.1% 18.4% 19.8% 70 bps 142 bps _ 13% YoY growth in Unichem sales (including
PAT 2,378 2414 2,950 24% 22% Bayshore). Gross and EBITDA margin to improve
EPS (INR/sh) 94 95 11.6 24% 229 YoY on better sales mix and cost controls.
Lupin
Revenue 56,727 62,683 65,584 16% 5% US business to see strong 6% QoQ growth led by
o o, incremental sales from Tolvaptan, steady traction
EBITDA 13,668 lo414 17,577 29% 7% from its key products like gSpiriva, gMyrbetriqg, and
EBITDA margin % 24.1% 26.2% 26.8% 271 bps 62 bps new launches. India business to see moderate
PAT 8,742 11,449 11,338 30% -1% growth of 7% YoY due to GST impact in Sep-25.

Gross margin to remain strong (+200 bps YoY)

EPS (INR/sh) 19.1 251 248 30% -1% leading to EBITDA margin expansion.

Source: Companies, HSIE Research. Note: EBITDA and PAT adjusted for one-offs
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INR mn Q2FY25 Q1FY26 Q2FY26E YoY ch QoQ ch Comments

Mankind

Revenue 30,765 35,704 37,140 21% 49, We assume ex-BSV, India business to see steady

o o, growth of 7% YoY due to GST impact in Sep-25

EBITDA 8,500 8,468 9,768 15% 15% and exports to remain flat. We have factored BSV

EBITDA margin % 27.6% 23.7% 26.3% -134 bps 259 bps sales of ~INR 4.3 bn in Q2. Lower gross margin

PAT 6,535 4383 5,496 16% 250, due to weak business mix and steady costs to
drag EBITDA margin. Higher depreciation and

EPS (INR/sh) 15.8 10.6 133 -16% 25% interest cost to impact PAT growth.

Sun Pharma

Revenue 132914 138,514 142,791 7% 3% Us generic business is expected to remain flat

EBITDA 38,109 40,726 39,553 4% -3% QoQ. Specialty sales to see strong with growth of

EBITDA margin % 28.7% 29.4% 27.7% 98bps  -171bps A% YoY.India to see 11%XYoY growth. Steady
gross margin to offset by higher costs (inch-up in

PAT 29,323 27,671 30,005 2% 8% specialty asset related spend) leading to EBITDA

EPS (INR/sh) 12.2 115 12,5 2% 8% margin correction.

Torrent Pharma

Revenue 28,890 31,780 32,216 12% 1% India formulation business to see growth of 11%

o ., YOY as steady traction in key therapies to partly

EBITDA 9,610 10,470 10,728 12% 2% offset by GST impact in Sep-25 month. Brazil

EBITDA margin % 33.3% 32.9% 33.3% 4 bps 36 bps business to see 10% YoY growth. US to grew 6%

PAT 4681 5,048 6,159 32% 49, QoQ led by new launches and flattish growth in
Germany business. EBITDA margin to remain

EPS (INR/sh) 13.8 17.6 18.2 32% 4% steady.

Zydus Life

Revenue 52,370 65,737 64,677 23% .29, The US to decline 5% QoQ as steady traction from
gMyrbetriq and new launches to partly offset by

EBITDA 14,191 20,385 18,562 31% -9% o g .y .
QoQ decline in gRevlimid sales and generic

EBITDA margin % 27.1% 31.0% 28.7% 161 bps -231 bps competition in gAsacol HD. India business to see

PAT 8,310 14,281 11,903 35% _179, moderate growth of 8% due to GST impact.
Consumer Wellness sales jump due to
incremental sales from Naturell (India) and
Comfort Click integration; this to partly offset by

EPS (INR/sh) 8.8 14.2 11.8 35% 179, GST impact. We have also factored two-month

integration of Amplitude Surgical in Europe.
Steady gross margin and costs would lead to
higher EBITDA margin YoY.

Source: Companies, HSIE Research. Note: EBITDA and PAT adjusted for one-offs
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Exhibit 4: HSIE estimates for Q2FY26E — Hospital companies’ coverage

INR mn Q2FY25 Q1FY26 Q2FY26E YoY ch QoQ ch Comments

Apollo Hospitals

Revenue 55,893 58,421 62,404 12% 7% We expect 8% YoY growth in hospital business

EBITDA 8155 — 9280 149 99 (lower occupancy due to high base and steady
¢ ’ ! ° ? ARPOB growth), Healthco business to see 15%

EBITDA margin % 14.6% 14.6% 14.9% 29 bps 29 bps YoY growth and AHLL to see 14% YoY growth.

PAT 3,788 4328 4,636 2% 79% Steady margin in hospital and YoY reduction

Apollo 24/7 spend to help overall EBITDA

EPS (INR/sh) 26.3 30.1 322 22% 7% margin expansion.

Aster DM Healthcare

Revenue 10,864 10,779 11,801 9% 9%

We expect 9% YoY growth in hospital business

EBITDA 2,197 2,074 2,331 6% 12% ] "
(lower occupancy due to continued pressure in
EBITDA margin % 20.2% 19.2% 19.8% -48 bps 52 bps Kerala cluster to partly offset by ARPOB
PAT 968 386 1,087 12% 239, growth). Lower growth in key cluster to drag
operating performance.
EPS (INR/sh) 1.9 1.8 22 12% 23%
Max Healthcare
Revenue 21,250 24,600 25,651 21% 49, Strong sales growth is largely led by the steady
FRITDA 5660 6.260 6.849 1% o, growthin the company' existing network and
’ ’ ’ ° ® integration of acquired hospitals (Lucknow,
EBITDA margin % 26.6% 25.4% 26.7% 7 bps 126 bps Noida, and Nagpur). Max Lab to see steady
PAT 3.690 3.790 4155 13% 109, growth. Integration impact of lower margin
’ ’ ’ acquired hospitals and break-even at Dwarka
EPS (INR/sh) 3.8 3.9 4.3 13% 10% (Delhi) to flattish margin for the company.

Source: Companies, HSIE Research. Note: EBITDA and PAT adjusted for one-offs, Max Healthcare financial includes partnered healthcare facilities

Exhibit 5: HSIE estimates for Q2FY26E — Diagnostics companies coverage

INR mn Q2FY25 Q1FY26 Q2FY26E YoY ch QoQ ch Comments
Dr Lal Path labs
Revenue 6,602 6,698 7,365 12% 10%

o ., Steady sales growth of 12% YoY largely led by
EBITDA 2,025 1,923 2195 8% 14% the Yoy growth in the volume and increasing
EBITDA margin % 30.7% 28.7% 29.8% -88 bps 109 bps bundle test business. Gross margin to sustain at
PAT 1,292 1,324 1,471 14% 11% 81% a.nd expansion led cost to drag EBITDA

margin.

EPS (INR/sh) 155 15.8 17.6 14% 11%
Metropolis
Revenue 3,498 3,861 4,300 23% 11% Metropolis' Q2FY26 includes sales from recently

acquired businesses of Core Diagnostics,

EBITDA 899 898 1,066 19% 19% Scientific Pathology, and Dr. Ahuja’s Pathology
EBITDA margin % 25.7% 23.2% 24.8% -90 bps 156 bps leading to 23% YoY growth. Organics growth is
PAT 465 451 571 23% 27% expected at 12% YoY driven by patient and test

volume growth, better product mix, and
improved realizations. Lower EBITDA due to

EPS (INR/sh) 9.0 87 11.0 239% 279, acquisition related costs. As per company
update, B2C revenues grew at ~16% YoY for
Q2FY26E.

Source: Companies, HSIE Research. Note: EBITDA and PAT adjusted for one-offs
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Exhibit 6: HSIE estimates for Q2FY26E — Retail pharmacy

INR mn Q2FY25 Q1FY26 Q2FY26E YoY ch QoQ ch Comments
Medplus
Revenue 15,762 15,426 16,733 6% 89, We expect moderate growth in Pharmacy

business (+6% YoY) as steady growth in Rx

EBITDA 1,244 1,307 1,439 16% 10% business to partly offset by flattish private label
EBITDA margin % 7.9% 8.5% 8.6% 71 bps 13 bps sales. Diagnostic sales at INR 328 mn (+16%
PAT 387 404 488 26% 159, YoY). Gross margin to expand (+235 bps YoY)

with increasing share from private label (YoY)
leading to EBITDA margin expansion.
Operating margin (post rentals) to be at ~4.9% in

EPS (INR/sh) 32 3.5 41 26% 15% Q2FY26E vs. 4.7% YoY. Private label to remain
flat QoQ and store addition at ~100 in Q2FY26E
and targets to add ~400 store in H2FY26.

Source: Companies, HSIE Research. Note: EBITDA and PAT adjusted for one-offs

Exhibit 7: The US business to see flat growth QoQ as price erosion in base business and gRevlimid will be partly
offset by traction in key products

(USD mn) US revenues

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26E YoY QoQ
Alkem 85 93 82 75 77 71 75 70 82 86 21% 5%
Aurobindo 402 419 456 438 426 421 435 470 408 412 2% 1%
Dr. Reddy's 390 382 403 391 462 445 395 417 398 375 -16% -6%
Lupin 181 213 212 209 231 223 240 250 282 300 35% 6%
Sun 471 430 477 476 466 517 474 464 473 496 -4% 5%
Torrent 36 30 B8 32 31 32 32 35 36 38 19% 6%
Zydus 298 225 221 304 371 288 285 363 372 350 22% -6%
Total 1,862 1,791 1,884 1,926 2,064 1,997 1,937 2,069 2,050 2,057 3% 0%

Source: Companies, HSIE Research

Exhibit 8: India formulation business to see moderation in growth to ~10%

(INR mn) India formulations business

QI1FY24 Q2FY24 Q3FY24 Q4FY24 QIFY25 Q2FY25 Q3FY25 Q4FY25 QI1FY26 Q2FY26E YoY QoQ
Alkem Labs 19,007 23,278 22,328 19,724 20,223 24,610 23,649 21,355 22,650 26,825 9% 18%
Aurobindo 524 660 600 480 610 710 700 560 710 781 10% 10%
Dr. Reddy's 11,482 11,860 11,800 11,265 13,252 13,971 13,464 13,047 14,711 15,158 8% 3%
Eris Lifesciences 4,600 5,005 4,835 4,923 6,416 6,570 6,461 6,096 7,036 7,226 10% 3%
IPCA Labs 7,827 8,450 7,796 6,898 8,734 9,405 8,772 7,641 9,610 10,252 9% 7%
Lupin 16,384 16,915 17,251 16,015 19,381 20,096 19,305 17,113 20,894 21,503 7% 3%
Mankind 22,110 23,360 22,510 20,180 24,280 25,640 25,800 23,660 28,640 29,512 15% 3%
Sun Pharma 35,604 38,425 37,785 37,078 41,445 42,652 43,004 42,130 47,211 47,343 11% 0%
Torrent Pharma 14,260 14,440 14,150 13,800 16,350 16,320 15,810 15,450 18,110 18,115 11% 0%
Zydus Life 12,270 13,341 14,273 13,912 14,073 14,569 14,982 15,394 15,195 15,735 8% 4%
Total 144,068 155,734 153,328 144,275 164,764 174,542 171,946 162,445 184,767 192,449 10% 4%

Source: Companies, HSIE Research, Mankind Pharma including BSV
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Exhibit 9: IPM growth trend - leading companies

Value YoY growth % FY20 FY21 FY22 FY23 FY24 FY25 Q126 Jul'25 Aug'25
India Pharma
Alkem 17 0 28 13 5 6 9 7
Alembic Pharma 6 1 23 8 4 1 2 (2)
Cipla 8 11 14 7 8 7 7 6
Dr Reddy's 7 3 22 2 9 8 11 10 11
Eris Life 7 11 10 7 8 5) 4 7 5
Glenmark 15 14 26 4) 9 12 15 12 10
IPCA 19 11 22 14 13 13 9 9 11
Lupin 10 3 15 6 6 8 7 5 8
Sun Pharma 10 5 16 11 9 10 11 8 8
Torrent Pharma 8 11 14 8 8 10 6 7
Zydus 5 15 5) 10 9 9 7
Aristo Pharma 20 6 25 9 3 8 6 6
Ajanta Pharma 13 7 18 17 10 11 11 13 12
Emcure 12 4 22 2 3 6 7 5 3
FDC 14 @) 19 16 6 13 8 1 5)
Intas Pharma 14 6 18 16 12 11 11 9 9
Indoco 14 6) 20 3 0 3 10 1 2
JB Chemical 15 23 25 21 10 12 14 11 10
Macleods 10 0) 25 12 9 5 8 10 14
Mankind 13 11 18 9 8 8 9 8 7
Micro Labs 13 ) 37 2 3 5 1 4
usv 10 10 13 8 5 7 6
MNC Pharma
Abbott 8 3 14 10 8 10 8 6
GSK Pharma 6 1) 14 7 1 1 4 4
Pfizer 6 6 12 @) (5) 8 4 10
Sanofi 11 4 11 5 0 4 3 14
IPM 11 5 18 8 7 8 9 8
Source: Companies, HSIE Research
Exhibit 10: IPM growth trend - leading therapies
Value YoY growth % % sl:;iz FY20 FY21 FY22 FY23 FY24 FY25 Q126 Jul-25  Aug-25
Cardiac 13% 12 13 11 9 10 12 13 12 11
Anti-Infectives 11% 13 12) 35 6 3 5 6 4 6
Gastro Intestinal 11% 9 6 17 12 7 10 7 3 2
Anti Diabetic 9% 12 9 7 7 6 8 9 8 11
Respiratory 8% 15 (8) 44 7 3 3 12 7 19
Pain / Analgesics 8% 12 @) 22 12 8 8 7 5 7
Vitamins/Minerals/Nutrients 8% 10 11 16 4 7 8 8 7 8
Derma 7% 9 6 10 7 6 10 6 5 3
Neuro / Cns 6% 10 10 11 12 9 9 10 8 8
Gynaec. 5% 9 3 16 16 6 4 6 6 7
Antineoplast/Immunomodulator 3% 18 11 20 25 23 13 14 23 23
Urology 2% 14 5 18 17 14 14 11 11 10
Ophthal / Otologicals 2% 11 (2) 22 16 9 5 9 7 6
Hormones 2% 9 4 17 10 7 6 8 10 11
Vaccines 1% 7 5 4 ) 16 9 10 13 5
IPM 100% 11 5 18 8 7 8 9 7 8
Source: Companies, HSIE Research
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Exhibit 11: Gross margin to remain flat due to price erosion in base business and high base

Gross margin % QIFY24 Q2FY24 Q3FY24 Q4FY24 QIFY25 Q2FY25 Q3FY25 Q4FY25 QIFY26 Q2FY26E  YoYbps QoQ bps
Alkem 59.6%  614%  608%  623%  645% 647%  643%  593%  653%  648% 8 (46)
Aurobindo 53.9%  552%  57.1%  59.6%  59.4% 588% 584%  597% 588%  58.8% @ ®)
Dr. Reddys 713%  710%  69.9%  70.6% 717%  70.6%  692%  66.6%  67.2%  67.8% (276) 55
Eris 83.2% 813% 817% 785% 749% 749% 757%  759%  761%  76.0% 113 (11)
IPCA Labs 675%  667%  660%  663%  692% 67.8%  702%  685%  700%  69.6% 181 (45)
Lupin 659%  662%  66.8%  68.3%  688%  702%  702%  702% 717%  722% 199 47
Mankind 682%  695%  683% 698% 71.9% 716% 710% 71.6%  705%  70.8% (76) 31
Sun Pharma 769%  771%  77.9%  801%  789%  797%  80.0%  79.6%  797%  802% 47 52
Torrent Pharma 749%  752%  745%  753% 757%  765%  760%  759%  75.6%  76.0% (53) 35
Zydus Life 674%  663%  674% 709%  744% 719%  69.9%  740%  728%  71.6% (30) (118)
L‘::gliihama gross 684%  68.6%  68.9% 70.7% 714% 712% 70.8% 705% 711%  712% @) 8

Source: Companies, HSIE Research

Exhibit 12: Currency movement

Currency vs. INR (Q2FY26) % chg (Q2FY26) % chg
(Avg) YoY QoQ (Spot) YoY 000
usb 87.3 4 2 88.8 6 4
RUB 0.7 2 0 07 ) o
BRL 15.7 4 4 16.1 4 2
ZAR 49 4 4 49 ) 3
EUR 100.0 9 3 100.4 8 0)
YEN 0.6 3 2) 0.6 1) @)
AUD 56.0 0) 2 56.5 ) 0
CAD 62.1 1 0 61.4 @ @)
Source: Bloomberg
Page | 8



YEARS

)
N
08
=
o3
I
Eu )

Powering India’s Investments

Pharma & Healthcare: Q2FY26E Results Preview

1 Yr Price history

L ST PO
L STPO - S0 - STPO L GZPO L ge-dag
L gz-dag L Gg-dog L Gz-dag L gg-dag L gz-8ny
- Ge-8ny - gg-8ny - Gz8ny - Ge-8ny - sTInf
el - Ge-nf etaiall era | < | cz-un(
wn —
Q L Gg-un L Ge-uny ) - Gg-unf g L Gz-un s
) [ z-unf g = Gg-unf m | cp-fepy
~ L Gz-AeN L Gz-AeN | B - cz-hew | 2 L gz-AeN
o b= < d = 5] L ge-ady
> L ggady | o7, L cz-dy | B L gzady | G -gdy |
= 5 = Y 8 L gz-rey
3 L ScIeN | 9 FSTIeN | g L screN | T L screN | B
— o
M L 6z-q2d FeTed | B -eTd | % Lol | T e
A - Gg-uef - Gerue[ | L czue( | = L gzue( | = - Gg-uef
B raclel Baclel L $2-00a L $2-0a L -9
L 2-A0N L $2-A0N L $2-A0N - $¢-AON | $g-A0N
- $2-P0 - 72300 - $2-90 - 5210 L 200
o o o o o o o o o o o o o o o o o
o o o o (=1 (=3 o (=} (=} (=} (=} (=} o (=} (=] o (=) (=3 o o o
O <t (] (=1 s} Te} (=3 [I9) (=} o (=] o (=} <t o~ o [ee) (=3 (=3 (=3 (=3
— — — — [3\l N — Sy [<a} <3} o\l N — — — Lo (=} o] =
(] [\ - — —
[
&
- 5
- ST PO - ST PO - STPO - ST PO L Gz-n( I
5 .8
- ge-dag - ge-dog - Gg-doag L g¢-dag L gz-un( -
-3 3n | cz-9n 3 £ — = 8 E
F G¢-ony F GC-ony gg-eny F G¢-ony L Gz-Ae]N < m;O 5
< Al - Gg-In( raul el - gady = m, 3]
g L cg-unf L cg-unf L sgun( | 2 Fsgunf | 8 L cz-e 25352
e L gz-Key m L Go-hey | o L cehen | 7 - sefen | L gz-qed W 20N} m
= -ge-ady | < - ge-idy m - Ge-ady Hm Fecidv | 5 - Ge-ue( EX Rz
Lo}
2 L Gz-reN % FSTIEN | S e R FSTIeN | — Baclel T T+ m
2 Loz-ged | & eratCh| £ LSl | G FSTad | = L $2-A0N L 8 i) 2
5 L gz-uef Lcz-ue[ | L gz-ue[ Ml Lozue[ | A L $2-1°0 &9 % S
< L $z-000 L pz-02 L z-20 L $z-020 L pz-dog AT A
L $¢-A0N L $2-A0N A CIN - Fg-A0N L -8y m [
- 720 - FC1P0 - %210 - ¥21P0 - pe-In( 0 . W B
o o o o9 o o o o =3 =3 =3 o o o o o9 o o o o o m Y @) &) —
o j=3 o o (=3 (=3 o o (=} o (=} (=} (=} (=] (=} (=) o o o e L
§ 2 e° Z 2 ® S 2 2 &8 8 R 8 % g 8 & = S222m
m )
- STPO - STPO L STRO eraut| L 6z-PO
L STRO L gg-dag L g¢-dag L G¢-dag - Ge-unf | qz-dag
L g¢-dag L gz-8ny L cz-8ny L gg-Sny - Ge-AeN | ¢z-8ny
- se8ny ] L gz-Inf L ge-In( L ge-In( L gg-ady Gz
e | g L gz-un( L z-unf L gzun( | < L gz-re | czun
L gz-un (3} =
seun | L gz-Aeq L cz-Aeiy | @ L gg-AeN s - GC-qad L gz-Ae
£ - sehen ,..m L gz-1dy -m cz-idy o L gzady | T - seue( z
9 L cz-1dy ﬂ 2 i @ @ m L Gz-dy
< L gz-1eN | B - SC-TeN W - GC-TeN 7VUJ - SCIEN | s rbeed | g L gz-1e]n
e - cz-god - st-apd Lseed | g LpzaoN | £ [
L gg-ue( L Ge-ue( L Ge-ue( L cpuef | = - FT PO | cz-uef
S raelel L vz-oea L 220 L $2-09a - p-dag | 52000
r VT-AON L $2-A0N L $T-A0N AN L $z-3nv | pz-n0N
L $2-1°0 L $2-100 L $2-90 - V2P0 T T T veIn( - 7210
(=3 (=3 (=3 (=3 (=3
(=3 (=3 (=2 (=2 (=1 o o (=) o o o o o o o o o o o (e}
R 8 8 ¢ R S B S g 8 8 8 S 8 & 8 B 8 R S 8 8 8 °
N — — <t o o~ — — — — — o0 O < (]

Page | 9




HDFC

securities ' Ve

Pharma & Healthcare: Q2FY26E Results Preview Forerne ndas nvesments

Disclosure:

We, Mehul Sheth, MBA & Divyaxa Agnihotri, MSc authors and the names subscribed to this report, hereby certify that
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. SEBI
conducted the inspection and based on their observations have issued advise/warning. The said observations have been
complied with. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research Report.
Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any material
conflict of interest.

Any holding in stock - NO

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice
before investing. This report may have been refined using Al tools to enhance clarity and readability.

Nothing in this document should be construed as investment advice. Each recipient of this document should make such
investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the
companies referred to in this document (including merits and risks) and should consult their own advisors to determine
merits and risks of such investment. The information and opinions contained herein have been compiled or arrived at,
based upon information obtained in good faith from sources believed to be reliable. Such information has not been
independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update
this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as
ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation
in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or
income, etc.
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securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from
time to time or may deal in other securities of the companies / organizations described in this report. As regards the
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HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period
preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third
party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any
material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based
on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other
reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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