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Muted CDMO growth in FY26; long term prospects
intact...

About the stock: Piramal Pharma Limited (PPL) is part of the Piramal group of
companies. The company operates in 3 major segments.

e Contract development and manufacturing organisations (CDMO)

e Complex hospital generics (critical care)

e Consumer healthcare (OTC).
PPL owns 17 development and manufacturing facilities across India, US and UK with
capabilities in sterile, API, formulations, drug discovery and manufacturing of
nutrition products. The company holds 49% stake in AbbVie Therapeutics, JV with
Allergan, and 33.33% in Yapan Bio which operates in the biologics / bio-therapeutics
and vaccine segments.

Investment Rationale:

Q4FY25 results- Slightly weaker exit quarter - Revenues grew ~8% YoY to
X2,754 crore, driven by ~8% growth in the CDMO business (59% of sales)
to 1,788 crore. The Complex Hospital Generics segment (29% of sales)
grew 6% to X705 crore, while the India Consumer Business (12% of sales)
grew ~15% to X274 crore. Gross profit margin (GPM) for the quarter stood
at 65.3% (up 507 bps); however, EBITDA grew only ~6% YoY to X561 crore,
with the EBITDA margin declining by 39 bps to 20.4%, impacted by higher
employee expenses and other expenditures. CDMO business was driven
by order inflows, especially for on-patent commercial manufacturing. The
company also witnessed good demand for differentiated offerings with
increase in customer enquiries and visits. In India Consumer Business,
growth was driven by new launches and 22% growth in power brands. In
Complex Hospitals Generics, the growth was driven by volume growth in
the inhalation anaesthesia portfolio in the US and emerging markets.

¢ Inventory adjustment at a key customer to impact CDMO tempo in FY26;
Normalisation expected in FY27- One of the CDMO customers has built
significant inventory for a particular product launch over the last two
fiscals. The management anticipates this to rationalise in FY26. The
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Result update

management expects order flow to resume from the same customer after
the completion of rationalisation exercise. Excluding this, the management
expects double digit growth in CDMO. The guidance for FY26 for overall
revenue growth is now mid-single digit and EBITDA margins in mid-teen.
The management has reiterated its FY30 aspirational revenue target of
US$ 2 billion revenues with ~25% EBITDA margins and high teens ROCE.
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We now value PPL at X 290 based on SoTP valuations, i.e. 20x FY27E CDMO
EBITDA (earlier 21x), 17x FY27E CHG EBITDA, 2x FY27E Consumer Healthcare
Sales (earlier 1.5x), and 10x PAT from AbbVie JV.

Key Financial Summary

(= Crore) FY22 FY23 FY24 CAGR FY22-25 (%) FY25 FY26E FY27E CAGR FY25-27 (%)
Revenues 6559.1 0816 81712 118 9173.0 97379 11050.0 9.8

EBITDA 949.7 628.2 1196.3 15.6 1466.7 13527 2126.0 20,4

EBITDA Margins (%) 145 88 146 16.0 139 19.2

Net Profit 376.0 -186.5 178 -33.0 113.0 1814 683.5 146.0

Adjusted EPS (3) 30 -14 0.6 0.9 14 52

PE (x) 737 -1487 1555.6 2454 152.8 40.6

EVIEBITDA {x) 33.2 521 267 218 234 146

RoCE (95) 59 14 50 6.0 4.3 9.9

RoE (%) 58 -7 10 14 2.2 16

Source: Company, ICICI Direct Research
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Q4FY25 Results / Conference call highlights
CDMO Business

e Company during the quarter announced US$90 million expansion
investment at two sites, which includes the addition of commercial-
scale serology-actable capabilities in Lexington and addition of
development and commercial-scale capabilities in payload linkers for
bioconjugates and Riverview.

e Order inflows, customer inquiries and RFPs during the quarter remain
strong, particularly at company’s overseas sites, such as Grangemouth,
Riverview, Lexington, and Sellersville, driven by the customers' needs
to de-risk and diversify their supply chain.

e Company anticipates inventory normalization for one customer in FY26,
followed by an increase in orders starting from FY27.

e Ignoring the Inventory Normalization management for FY26 company
anticipates underlying CDMO segment to grow at a mid-teen rate.

e Due to uncertainties there is delay in decision making for onshore
manufacturing.

¢ Innovation pie in CDMO segment saw a notable uptick in FY25, rising
from 50% in the previous year to 54%

Complex Hospital Generics

e In ICH company has not taken any price hikes but cost optimization
increased margins.

¢ US Inhalation anaesthesia segment witnessed lower price realizations
during the first half of the year, though it was largely offset through new
order wins and some major contract renewals.

e Commenced manufacturing lines at Digwal to supplement Sevoflurane
manufacturing capacity at Bethlehem (US) and help company to
penetrate deeper into the RoW markets.

Other Aspects

e For FY26 company expects increase in debt level.
e EBITIDA Margin Guidance for FY27 — 19-20%.
e Capex FY26 guidance- US$ 100-125 Million.
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Exhibit 2: Quarterly Summary

& crore) Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3IFY24 Q4FY24 QIFY25 QZFY2ZS Q3FYZE D4FY25  Yov (%) QoQ (%)
Met Sales 2131.4 1482.0 1720.0 1716.0 2163.6 1748.9 1911.4 1958.6 2552.4 1951.1 22418 2204.2 2754.1 7.9 24.9
Cther Operating Income  2131.4 1482.0 1720.0 1716.0 2163.6 1748.9 1911.4 1958.6 2552.4 1951.1 22418 2204.2 2754.1 7.9 24.9
varioble Cost of Sales  840.0 5743 663.9 &25.3 8397 6267 6377 675.2 10144 G744 7965 BO5.6 955.0 -5.9 18.5
9% of Revenue 9.4 388 386 364 388 358 334 345 397 346 355  36.6 347 -507bps  -1BBbps
Gross Profit 1291.3 907.7 1056.1 1090.7 1323.9 11221 12737 1283.4 1538.0 1276.8 14453 1398.4 1799.1 17.0 28.7
Gross Profit Margin (%) 605 612 614 636 612 642 666 655 G603 654 645 634 653 S07bps  1BEbps
Employee Expenses 4029 4605 470.1 4922 4735 4955 G160 G523.8 4942 5797 5595 GRG.2 G120 23.9 10.0
9% of Revenue 189 311 273 287 219 283 27.0 267 194 297 250 252 222 2BG6bps -301lbps
COther Expenditure 4905 430.0 4135 5111 4991 4943 4920 4913 5139 4925 5441 5044 6261 21.8 24.1
9% of Revenue 230 290 240 298 231 283 257 251 201 252 243 229 227 260bps -15bps
Total Operating Expendit 1733.4 1464.9 1547.5 1628.6 1812.3 1616.5 16457 1690.2 2022.4 1746.7 1900.1 1866.5 2193.1 8.4 17.5
9% of Revenue B1.3 988 900 949 838 924 B61 BE3 792 B95 B4E 847 795  39bps  -505bps
Operating Profit (EBITDA} 3980 17.1 1726 87.3 3513 1323 2656 2684 5299 2045 3416 3377 5610 5.9 B6.1
EBITDA Margin (%) 18.7 12 100 51 16.2 76 139 137 208 105 152 153 204 -39bps 505 bps
Depreciation 165.2 1617 166.2 1644 1844 1736 1845 1B86.3 1961 1B4.6 1922 1968 2428 23.8 23.3
Interest 571 623 B3.0 947 1043 1185 1099 1059 1142 107.0 107.6 1033 103.7 -9.2 0.4
Cther Income 78.1 719 46.2 B25 245 383 492 615 264 195 611 121 420 59.3 246.5
FET 253.9 -1350 -37.4 -B9.2 B7.1 -121.5 205 5.4 2154 -67.5 1029 497 256.6 19.1 4157
Total Tax 8.9 -61 11.1 165 448 -85 345 9.3 126.2 436 975 631 119.3 -5.5 89.0
Tax rate (%) 27.1 45 -20.7 -1B.5 514 7.0 168.9 1710 5B.6 -64.6 948 1269 46.5 -1209bps -BO3E bps
FAT 2041 -109.1 -37.3 -90.2 501 -OBG 5.0 101 1013 -BB.E 226 3.7 1835 516  4071.2
FAT Margin (3} 9§ -74 -2 -53 2.3 -E6 0.3 0.5 40  -45 1.0 0.2 56 16lbps G541bps

Source: Company, ICICI Direct Research

Exhibit 1: Valuation Summary

Particulars FY27E (% cr) Multiple {x) EV (% cr)
CDOMO EBITDA 1220.7 20.0 24,413
CHG EBITDA, B2R.7 17.0 14,037
Consumer Healthcare Sales 13225 20 2,645
Abbvie PAT{49%) BB.Z2 10 BRZ
Met Debt FY2Z7E & cr} 32e80.3
Targeted MCap & cr) 38,718
Mo of shares (cr) 132.3
Per Share Value (%) 240

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 3: Profit and loss statement X crore [ Exhibit 4: Cash flow statement X crore

[vear-end March)/ (% crore) Frz24 FY25 FY26E  FY27E  (Year-end March)/ (% crore) FY24  F¥25 FY26E FY27E
Total Cperating Income B8171.2 89,1730 9.737.9 11,0500  Profit/Loss) after taxation -37.0 7.3  1Bl14  BB3E
Growth (%) 15.4 12.3 6.2 135  Add: Depreciation & Amortizati 7026 7755 9180  973.3
Raw Material Expenses l976.8 20857  720.2  B17.2  MetIncreosein Current Assets  -BBO.4 -500.5 -1146 -656.9
Gross Profit 52172 539414 82322 73028  Metincreosein Current Liobilitie 6461  -70.0  108.2 2334
Gross Profit wMargins (3o} 63.8 64.8 64.0 BE6.1 Cthers 5733 BRO.0 4147 3293
Employee Expenses 2,029.5 23075 22598 25841  (Cpfrom Operating activities  1,004.5 8923 1,507.7 1,562.7
Other Expenditure 19914 2167.2 26196 26125
Total Operating Expenditure  6,974.9 7.7064 83851 89239 | . 2740 1323 00 00
EBITDA 1196.3 14667 13527 21260 o o cevcale of Fixed Assets  -712.0 -664.4 -1,000.0 -500.0
Growth (%) 0.4 228 7B 5T s 40 546 3969 39
Interest 4485 4216 4147  329.3 _ .-
Depreciation 740.6 816.3 918.0 973 3 CF from Investing activities -434.0 -4775 -603.1 -496.1
Other Income 1754 1348 1486 1686
PBT before Exceptional ltems ~ 182.6  363.5  168.6 0021 (ncfDecinloan 971E 487 0.0 -1,000.0
Less: Exceptional ftems 628 00 0.0 oo Dividend & Dividend tax 0.0 -145 0.0 0.0
PBT after Exceptional Items 1198 3835 1686 9921  Other 549.2 -475.1 -4147 -329.3
Total Tax 1615 3335 57.4 3068 CF from Financing octivities -422.4 -4408 -414.7 -1329.3
FAT before MI 417 400 1012 5952
PAT 17.8 113.0 i181.4 6835 MetCash Flow 166.0 -36.9 4899 -262.8
Growth (%) -109.6 5338 EO.E 276.8 Caoshand Cash Equivalent B3.2  219.2 369.0 BREB.9
EPS [Adjusted) 0.6 0.9 1.4 52 Cash 219.2 1823 858.9 596.2
Other income os % of (Cash+inv 24% 20% 13% 19%  Free Cash Flow 2925 227.9 507.7 1,062.7
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
[vear-end March) Frz4 FY25 FY26E FY27E  (Year-end March) FY24  FY25 FY26E FY27E
Equity Capital 1,323.0 13244 13244 13244 Per share data (%)
Reserve and Surplus G5BE4 6,801.1 69769 76587  Reported EFS 0.1 0.9 1.4 5.2
Total Shareholders funds 79114 B,1255 B,303.2 80830 CoshEPS 0.8 0.9 1.4 5.2
Total Debt 47102 48565 48565 38565 OV pershare 598 616 629 681
Deferred Tox Liability 2292 2484 2533 2584  CoshperShare 27 28 8.5 4.5
Long-Term Frovisions 323 487 495 50§  Dividend pershare 0.0 0-0 0.0 0-0
Other Non Current Liabilities 1679 1756 1791 1gz7  OPerating Ratios (%)
Source of Funds 13051 13.455 13642 13331  C oo Frofit Margins 838 648 B40 BRI
EBITDA margins 14.6 16.0 13.9 19.2
PAT Margins 1.0 1.2 1.9 6.2
Gross Block - Fixed Assets 9.415.9 10,350.0 11.260.0 11650.0  (oeor oo e 124 134 117 117
Accumuloted Depreciation 2h4B 5 33648 42828 5§K2R61 Asset Turmover 0.9 0.9 0.9 0.9
Net Block 6.867.4 69852 6,967.2 63940  ERTDA conversion Rate 840 608 1115 735
Capital WIF 11168 9769 10769 11769  Retum Ratios (%)
Fixed fissets 79832 79621 B0441 7TFR70S RoE 1.0 1.4 27 76
Ivestments 3BR.O 290.7 290.7 290.7 RoCE 5.0 B5.0 4.3 9.9
Goodwill on Consclidation 1,122.6 11482 11482 11482 RolC 4.1 5.6 3.7 10.0
Other non-Current Assets 1148  106.1  108.2  110.3  Valuation Ratios fx)
Deferred Tox Assets 386.5 393.1 0.0 Q.0 FIE 1,66E.6 245.4 152.8 40.6
Imventony 21759 23127 2,267.7 25733 EV/EBITDA 26.7 219 234 14.6
Debtors 21344 323495 249432 328303 EV/MNetSales 39 3.5 3.3 2.8
Other Current Assets G527  746.2 T7EL2 7764  Market Cap/Sales 3.4 3.0 2.8 25
Cash 356.8 369.0 8569 596.2 Price to Book Walue 3.5 3.4 3.3 3.1
Total Current Assets 3198 5777.4 63820 67761  Selvency Ratios
Creditors 15384 15338 16282 18476  DeDt/EBITDA 3.9 3.3 3.6 18
Provisions 43.6 429 437 445  Debt/Eauity 0.8 0-8 06 0.4
Other Current Liabilities §78.9 6464 G59.3 G725  UrrentRatio 22 24 24 24
Total Current Liobilities 22609 22230 23313 25647 Quick Ratio 12 14 14 14
Inventory days a7 oz BS BS
Met Current Assets 30589 35544 40507 42114 o4 oe oz oz oz
Application of Funds 13,051 13455 13642 13331 o000 i a1 1 a1

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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