Piramal Pharma Ltd — Jul 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline One-line: PPL delivers a steady start to FY25, confirming the "execution turnaround" thesis as

CDMO momentum offsets pricing headwinds in the US Hospital Generics business.
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Signal | Evidence

Revenue growth of 12% and EBITDA growth of 31% align with "early
teens" annual guidance.

EBITDA growth is core-driven by mix and cost optimization, but PAT
remains suppressed by high ETR (50%+) and seasonality.

Management reiterated FY25 guidance despite Q1 being historically
the weakest quarter.

Success in zero-OAl quality track record (since 2011) maintained; debt
reduction targets being met.

CDMO segment shift toward 50% innovation-related work (on-patent)
enhances terminal value and stickiness.

Innovators are actively auditing sites for China-diversification; PPL is
receiving pilot-scale work.

Analysts worried about US Sevoflurane pricing and CMO supply
constraints; Mgmt claims these are transitory/one-off.

Major capex ([1,500 Cr in FY23-24) is complete; focus is now on
utilization and internal accrual funding.

EBITDA margins expanded 100bps YoY to 11% through process
efficiencies and better product mix.

Strong in niche Intrathecal (70% share) but eroding in US Inhalation
Anesthesia due to contract re-pricing.

Seasonality impacts Q1; however, Net Debt/EBITDA improved
significantly to 2.8x from 5.0x YoY.

Integrated CDMO model (multi-site) and global 100+ country
distribution in CHG provide defensive depth.

Net debt reduced; interest coverage improving but still sensitive to high
SOFR/LIBOR rates.

Inventory levels managed; ICH business is now self-funding.
Consistent delivery on debt reduction and segment-level growth targets
over the last 4 quarters.

Effective tax rate at 50% due to loss-making overseas subsidiaries;
creates a "leaky" P&L until global units turn profitable.

Posture was execution-focused, specifically regarding CDMO order
inflows and Biosecure Act opportunities.



Key Takeaways (Positives & Negatives): * Positives: CDMO revenue grew 18% YoY, with innovation-related
work now making up 50% of the mix (up from 35% five years ago). Net Debt-to-EBITDA has drastically
deleveraged from 5.0x to 2.8x YoY. Quality compliance remains "best-in-class" with zero OAls since 2011, a
critical differentiator for winning Biosecure Act-driven inquiries. Consumer Healthcare (ICH) power brands grew
19% and the segment is now self-funding. * Negatives: Complex Hospital Generics (CHG) growth was a measly
2% due to US price erosion in Sevoflurane and supply constraints at third-party CMOs. The Effective Tax Rate
(ETR) remains an eyesore at 50%+, driven by the inability to offset losses in certain overseas jurisdictions
against profitable units. * Street Concern: Analysts are hyper-focused on when "inquiries" from the Biosecure
Act turn into "material POs." Management response: Pilot work is starting, but material revenue shifts are a
"watch this space” item for FY26. * Forward Watchpoint: Monitor the operationalization of new Sevoflurane
lines in India (Digwal) in FY26, which is crucial for reducing cost-of-goods and improving CHG margins.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Current Qtr

Mgmt Commentary

(Q1FY25)
! Driven by 18% growth in CDMO and double-
Revenue (Total) 1,951 Cr 1 12% . i
(Seasonal) digit growth in ICH.
. . . 20% of FY24 revenue base; double-digit growth
Revenue - India [B90 Cr First entry First entry = .
in ICH.
Revenue - North . ) 41% of FY24 base; impacted by CHG price
. [¥99 Cr First entry First entry - .
America erosion.
Revenue - . .
T [488 Cr First entry First entry - 25% of FY24 base; stable performance.
! Growth outpaced revenue due to cost
EBITDA 215 Cr 1 31% o )
(Seasonal) optimization and process yields.
EBITDA Margin ! Goal to increase progressively through
g 11% 100 bps I .p 9 . _y 9
% (Seasonal) utilization and high-margin mix.
. . . PAT impacted by high tax; mgmt notes
PAT Not disclosed* First entry First entry O . . ) .
"meaningful increase in PAT" guided for FY25.
Net Debt/EBITDA at 2.8x vs 5.0x YoY;
Net Debt [B,921 Cr (est) | (Strong) I (Modest) 1 .
deleveraging ahead of schedule.
. Strong order inflows; 50% of revenue from
CDMO Revenue  [1,132 Cr (est) 1 18% First entry 1 )
Innovation work.
. Volume growth offset by US price erosion and
CHG Revenue 685 Cr (est) 1 2% First entry 1 .
CMO supply issues.
. Power brands grew 19%; E-commerce now 19%
ICH Revenue [234 Cr (est) 1 10%+ First entry 1
of sales.
R&D Pipeline . . -
(CHG) 24 SKUs First entry First entry - Addressable market of US$2 Billion.
Net Debt / 1 .
2.8x N 1 0.1x 1 Improved from 2.9x in Q4FY24.
EBITDA (Significant)

*Note: Q1 is seasonally a low/loss-making quarter for PPL; management emphasizes the full-year "meaningful
PAT increase" instead.



2B. SEGMENT BREAKDOWN

Segment

Revenue (O
Cr)

Margin

vs Company

Key Development
Avg y Y

CDMO

CHG

ICH

~1,132

~585

~234

18% Improving
2% Compressing
10%+ Improving

50% innovation work; recovery in biotech

Above Avg L
funding inquiries.
Sevoflurane US price erosion; 70% share
Below Avg .
in US Intrathecal Baclofen.
. Power brands contribute 48%; e-
Inline

commerce growing at 37%.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Historical
Delivery

Required Run-Rate / Math
Feasibility

Guidance

Guidance

Guidance

Strategy

Strategy

Macro

Revenue

Margins

Debt

Biosecure
Act

CHG
Pipeline

Biotech
Funding

Early teens growth for
FY25.

Progressive improvement;
"Meaningful PAT increase".

Net Debt/EBITDA under 3x.

Capitalize on China supply
chain diversification.

Launch 24 SKUs with $2bn
addressable market.

Signs of recovery in
funding.

Current 12% is slightly below the

. . Delivered in

"mid-teens" top-end but achievable Fy24 Low
given H2 skew. '
Requires H2 EBITDA margins to hit .

Improving YoY. Moderate
14-16% to offset Q1 weakness.
Already at 2.8x; maintaining this is Beat (Target Low
feasible through internal accruals. was <3X).
High inquiries; pilot projects
starting. Needs conversion to New strategy. Moderate
commercial POs.
Requires ~5-8 approvals/launches .

Ongoing. Moderate
per year; 5 approved so far.
Inquiries rising; wait-and-watch for Mixed (Delayed

Moderate

2-3 more months. recovery).



4. ANALYST Q&A



Relevance

Analyst

Theme
Cluster

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded Credibility Verdict

5.0

4.0

3.5

Sajal
Kapoor

Sajal
Kapoor

Sajal
Kapoor

Biosecure

Act

Cash
Flow

Global
Footprint

Strategy

Financials

Business
Overview

"Has
Biosecure
significantly
altered the
tone... are we
witnessing a
rise in
customer
audits and
pilot scale
projects?"

"Is operating
cash flow
good enough
to fund all
these
aspirations
[CDMO,
CHG, ICH,
Yapan Bio]?"

"Does
physical
presence
[outside
India] give
Piramal an
edge over
Indian
peers?"

Management
confirmed

innovators are

actively
evaluating
options,
resulting in
increased
audits and
inquiries,
though
material
decisions are
pending. This
suggests PPL
is a prime
beneficiary of
the China-
diversification
trend, acting
as a medium-
term re-rating
trigger.

Management
stated that
ICH is now
self-funding
and CDMO/
CHG growth
will be
managed
through
internal
accruals and
balanced
investments.
This reduces
the risk of
further equity
dilution or
debt spikes.

Management
highlighted
that onshore
US/UK sites
facilitate
closer
scientific
collaboration
and often act
asa
"gateway" for

Clear and
quantified

None 4.0

Directional
None 4.0 with
evidence

Specific
timeline
given

None 4.5



Q# Relevance

Theme

Analyst
Cluster

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded Credibility Verdict

4 4.0
5 3.5
6 3.0

CDMO
Abdulkader

Order
Puranwala

Book
Abdulkader CHG
Puranwala  Pricing

Abdulkader ICH

Puranwala Growth

Financials

Financials

Business
Overview

Directional
movement of
CDMO order
inflows?

Quantification
of price
erosion in
Sevoflurane?

Subdued
growth in
non-power
brands?

larger projects
to be
eventually
manufactured
in India
(Digwal). This
validates the
high-cost
Western asset
strategy as a
lead-
generation
tool.

Management
noted a
"meaningfully
better
position" on
full-year
revenue
coverage from
POs
compared to
the same time
last year. This
provides high
visibility for
the FY25
revenue
guidance.

Management
attributed the
drag to one
specific US
contract re-
priced in H2
last year, with
volume growth
coming from
Europe/ROW.
This implies
the US pricing
headwind is
now "baked
in" to the
base.

Management
is intentionally
focusing Ad-
spend (A&P)
exclusively on

Specific
None 4.0 and
verifiable
Exact $ Vague but
impact consistent
Directional
None 4.0 with
evidence



Q# Relevance

Analyst

Theme
Cluster

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded Credibility Verdict

7 4.0
8 4.5
9 3.0

Surabhi
(NV Alpha)

Sanjaya
Satapathy

Sanjaya
Satapathy

Utilization

Guidance
Upgrade

CHG
One-offs

Business
Overview

Management

Financials

Utilization
levels of US
plants
(previously
40-45%)7?

Is there a
guidance
upgrade
considering
the strong
start?

Status of
one-time
expenses for
non-

Power Brands
to drive
profitable
growth. This
indicates a
disciplined
exit/
deprioritization
of low-margin
legacy
consumer
products.

Management
avoided a
specific
percentage
but noted that
H2 will see
higher
utilization as
revenue picks
up. This
leaves the
"operating
leverage"
trigger as a
wait-and-
watch for Q3/
Q4.

Management
maintained
the current
guidance to
see how the
year
progresses
and to

Deflected
— key
signal

Specific
%

Deflected
— key
signal

balance the
seasonality
(H1/H2 split).
This suggests
a conservative
stance,
leaving room
for a potential
"beat" later in
the year.

Most of the
planned one-
off expenses
in CHG are

Vague but
consistent

None 3.0



Q# Relevance

10

11

12

Theme

Analyst
Cluster

Category

Yash Interest . .
4.5 Financials
Darak Expense
Yash High Tax . .
5.0 Financials
Darak Rate
Abdulkader ADC
3.5 Strategy
Puranwala  Segment

Underlying
Concern

regulated
markets?

Why hasn't
interest
expense
reduced
despite lower
net debt?

High tax
amount (50%
+) for the
quarter?

Customer
engagement

Management
Response &
Investment
Implication

yet to be
spent and will
hit in
subsequent
quarters. This
implies
EBITDA
margins in
CHG might
face some
pressure in
Q2/Qs3.

Management
explained that
the reduction
in debt was
offset by a
9-17%
increase in
benchmark
interest rates
(SOFR/
LIBOR). This
highlights that
PPL's bottom
line is
currently a
hedge against
global interest
rate cuts.

Management
attributed the
high ETR to
loss-making
overseas
entities whose
losses cannot
be offset; tax
is paid at
standard rates
in profitable
India/US
units. This is a
structural P&L
drag until
global
subsidiary
profitability
improves.

Significant
interest noted,

Evaded

Credibility Verdict

Specific
None 4.0 and
verifiable

Specific
None 4.0 and
verifiable

Vague but
consistent

3.0



Management
Theme Underlying Response &

Q# Relevance Analyst Category Evaded Credibility Verdict
Cluster Concern Investment

Implication

but ADC has a
longer sales
cycle and
longer "PO-to-
revenue" lead
time
compared to

levels in
Antibod standard Specific
y APIs. This P

Drug . PO
. cautions
Conjugates . values
investors not
(ADC)?
to expect
immediate
revenue
"pops" from
the ADC
capacity
expansion.

Combination
of US price
erosion and

supply
constraints at
. Why was third-party Directional
. CHG Business . .
13 3.0 Anil Kumar . CHG growth CMOs. This None 35 with
Slowdown  Overview ] .
only 2%7? confirms that evidence

the CHG
segment is the
current "weak
link" in the
portfolio.

PATTERN FLAGS & SENTIMENT * The "Biosecure Act" Opportunity: Multiple analysts (Sajal, Abdulkader)
pressed on the tangible impact of China-plus-one. Management was confident in the inquiry volume and the
"best-in-class" quality track record but remained cautious about the timeline of material revenue conversion. The
concern is shifting from "will it happen" to "how fast." * The "Tax & Interest" Leakage: Analysts (Yash, Vinod)
identified that despite operating turnaround, the bottom line is being leaked through a 50%+ tax rate and high
benchmark interest costs. Management posture was explanatory but could not provide a quick fix, as these are
macro/structural factors. * CHG Stability: There is lingering skepticism regarding the Inhalation Anesthesia
business due to US pricing and supply chain issues. Management’s response suggests they are pivoting to
ROW (Rest of World) markets and vertical integration (Digwal/Dahej) to protect margins.

Analyst Sentiment Verdict: Convincing Execution, Fragile P&L. Analysts were satisfied with the CDMO growth
and debt reduction but remained skeptical about the "quality” of PAT given the tax and interest headwinds.
Credibility improved as management maintained guidance despite CHG weakness. The single unresolved issue
is the high ETR, which will likely resurface until overseas units turn profitable.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Prior Q) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | CHG Growth | Expected steady growth. | 2% growth due
to price erosion and supply issues. | Pricing headwind was more persistent than initially signaled. | Moderate -
segment is 30% of revenue. | | Interest Cost | Debt reduction would lower costs. | Rate hikes (SOFR/LIBOR)



offset the benefit of lower principal. | Net interest expense is not falling as fast as debt levels. | Low - macro
dependent. |

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.
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