Piramal Pharma Ltd — Jul 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline (per the "Air Pocket" guidance) One-line: Q1FY26 validates the "transition year" thesis, with
CDMO performance hitting the expected trough due to customer destocking, while long-term margin levers

(Digwal vertical integration and US ADC expansion) remain on track.
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Revenue (1,934 Cr) reflects the "mid-single digit" FY26 growth
warning issued last quarter.

PAT is negative ([382 Cr); performance is heavily H2-skewed
(historically ~60% of EBITDA occurs in H2).

Management maintains the $2Bn/25% margin FY30 vision despite
the current 9% margin trough.

Proactively identified the CDMO destocking issue in Q4; Q1 results
match that specific narrative.

CDMO innovation remains the core driver; PCH (Consumer) power
brands growing at 18% provides a cushion.

Section not applicable — investor presentation only. No concall
conducted or available.

Concern that one customer can swing consolidated margins by
200bps; Mgmt response is capacity expansion in ADCs.

Groundbreaking at Lexington ($90M) for sterile injectables/ADCs;
mid-capex cycle.

EBITDA margin fell to 9% from 11% YoY; 22% in Q4FY25 (seasonal/
cyclical trough).

USFDA approval for Digwal (India) site for Sevoflurane provides a
structural cost advantage.

Negative PAT and ongoing $90M capex suggest high cash burn in
H1.

Integrated ADC "ADCelerate™" program (Riverview-Lexington-
Grangemouth) creates a high-entry barrier.

Leverage remains a watchpoint; prior Net Debt/EBITDA was 2.7X;
FY30 target is 1x.

H1 is typically a period of inventory build-up for Piramal; destocking in
CDMO adds pressure.

Meeting the low-growth expectations set for the start of FY26.
Business must deliver massive H2 performance to hit FY26 "mid-
single digit" growth targets.

Focused on "operational excellence" and "cost optimization" amidst a
funding/inventory slowdown.

Sentiment: OPositive | ONegative | ONeutral



Key Takeaways (Positives & Negatives): * Positives: The underlying CDMO business (ex-large product
destocking) grew at a healthy mid-teen rate, suggesting the core market for Piramal’s services remains robust.
Strategic vertical integration achieved a milestone with USFDA approval for the Digwal (India) facility to
manufacture Sevoflurane (Inhalation Anesthesia) API and finished product, which will be a significant margin
lever from FY27. Piramal Consumer Healthcare (PCH) continues to scale efficiently, with E-commerce now
contributing 23% of sales and "Power Brands" growing 18%. * Negatives: The "Air Pocket" is deep, with
EBITDA margins compressing to 9% and the company reporting a consolidated PAT loss of [82 Cr. CDMO
revenue declined 6% YoY, highlighting the vulnerability to specific on-patent product cycles. The recovery in
biotech funding remains "incomplete and inconsistent," leading to prolonged decision-making by customers for
early-stage development projects. * Street Concern: Investors are focused on the "H1 vs H2" skew; Piramal
historically generates the bulk of its profitability in the latter half of the year, making any H1 weakness look
magnified. Management’s response is that FY26 is a year of "optimization" before the high-growth trajectory
resumes in FY27. * Forward Watchpoint: Monitor the "ADCelerate" program execution; the $90M investment in
US facilities must demonstrate order book wins to justify the capital outlay during this low-margin period.

2. BUSINESS PERFORMANCE

2A. KEY METRICS Note: Concall not available — commentary derived from Investor Presentation. EBITDA and
PAT figures reflect consolidated operations.

Current Qtr

Metric (Q1FY26) Mgmt Commentary

Seasonally weak H1; CDMO destocking

Revenue (Consol)  [1,934 Cr 11% 1 30% ! .
impact.
India Revenue Driven by Power Brands (+18%) and E-
(245 Cr 1 15% L 7% 1
(PCH) commerce (+41%).
Impacted by CDMO customer pause; CHG
US/Intl Revenue 1,689 Cr 1 3% 1 32% !
(+1%) stable.
EBITDA (184 Cr (Est) 1 26% 1 70% ! Massive negative operating leverage in Q1.
EBITDA Margin %  9.0% 1 200 bps 1 1300 bps ! Q4 was 22%; Q1 is the cyclical floor.
Loss narrowed from (89 Cr YoY; sequential
PAT (82) Cr 1 8% 1 155% O )
drop from profit.
ROCE (%) Not in doc - - d FY30 target remains "High Teens."
Net Debt Not in doc - - O Prior Q4 was (4,199 Cr.
R&D Pipeline Pipeline stability maintained despite macro
31 Phase llI - - - )
(CDMO) headwinds.
CDMO Innovation . Ex-destocking growth is mid-teen; reported is
Mi Mid-teens* - ! 1 6%
ix -6%.

2B. SEGMENT BREAKDOWN
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Below )
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Below

sales.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension
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Destocking in one large product; ex-this, growth

E-commerce grew 41%; Power Brands 49% of
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Guidance FY2030 Vision

Guidance Capex Plan
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Integration
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v Growth
Macro Biotech Funding
Balance Leverage
4. ANALYST Q&A

Section not applicable — investor presentation only. No concall conducted or available.

Mid-single-digit growth

Mid-teens (FY)
$2Bn+ Revenue / 25%
EBITDA Margin

$90M (Lexington/
Riverview)

Shift CHG production to
India (Digwal)

Launch Neoatricon in
EU

"Incomplete/Inconsistent
recovery"

~1x Net Debt/EBITDA by
FY30

Mathematical Feasibility

Requires ~12-15% growth in H2 to
offset Q1's -1%.

Needs ~18-20% margin in H2 to
pull up Q1's 9%.

Needs ~12% CAGR and massive
operating leverage.

Investment in high-value ADC
space.

Approved in Q1; impact expected
to show in H2/FY27.

Launched in select markets in Q1;
Q2 expansion planned.

Creating slower growth in early-
stage development projects.

Requires EBITDA to grow 3x from
current levels.
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Met (FY25)
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Delivered

Externally
driven

In-progress

Moderate

High

Moderate

Low

Low

Low

High

Moderate



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q4FY25) This Quarter (Q1FY26) Direction
Revenue Growth 8% YoY (1)% YoY !
EBITDA Margin 22.0% (Peak) 9.0% (Trough) !
CDMO Growth 8% YoY (6)% YoY !
CHG Approval Site on stability/Commercial Digwal (India) USFDA Approved 1
PCH Sales Mix Power Brands 44% (FY25) Power Brands 49% 1
ADC Expansion Planning stage Groundbreaking at Lexington 1
Product Launches - 7 New Products in PCH; Neoatricon (EU) 1
Thesis Status Anticipating the "Air Pocket" Living through the "Air Pocket" O

Investor Notes: * Segment Divergence: While CDMO is the primary drag, the Complex Hospital Generics
(CHG) segment is entering a structural transformation. The USFDA approval for Digwal as a Sevoflurane site
allows Piramal to transition from a high-cost procurement model to a low-cost, vertically integrated model. This is
the most significant "hidden" margin lever for the next 18 months. * Consumer Scalability: PCH is proving to be
a genuine value-driver rather than a sidecar. The 41% growth in E-commerce and 18% growth in Power Brands
(Little’s, i-range, Lacto Calamine) suggest a brand-building strategy that is working, even as the pharma side
faces inventory headwinds. * The "H2" Bet: The long-term investor must accept that Piramal is a seasonally
skewed business. The 9% margin in Q1 is not the run-rate; it is the result of fixed costs hitting a lower revenue
base during the destocking period. The "thesis-change" test will occur in Q3FY26, where the customer pause in
CDMO is expected to begin clearing.

STOP HERE.
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