/
MIRAE ASSET Sharekhan

SECTOR UPDATE

Q3FY2026 Results Review

SECTOR

Pharmaceutical

SECTOR VIEW

Positive

Coverage universe

Company
Lupin
Torrent
Sun Pharma
Laurus Lab
Divi Lab
Cipla
Biocon
Artemis
Abbott

Dr Reddy
IPCA
Zydus Life

cMP
(Rs)
2,323 BUY
4400 BUY
1786 BUY
1093 HOLD
6474 BUY
1358 BUY
395 BUY
236 HOLD
26355 BUY
1319 HOLD
1520 BUY
939  HOLD

Reco. PT(Rs)

2542
4735
1968
1100
7206
1565
466
250
30715
1316
1726
990

Source: Company; Mirae Asset Sharekhan Research

28,000
26,000
24,000
22,000
20,000
18,000

Feb-25
Apr-25

—N

Note: CMP as on Feb 26, 2026

PRICE CHART

Jun-25
Aug-25
Oct-25
Dec-25

IFTY PHARMA ———NIFTY 50

TN

Feb-26

Source: NSE, BSE, Mirae Asset Sharekhan Research

February 27, 2026

Pharmaceutical
Robust Q3; Outlook Positive on CDMO and complex drugs

Quick Snapshot

e Our universe of pharmaceutical companies clocked a strong 13% y-o-y revenue growth and
15% rise in EBITDA as complex drugs, biosimilars and branded formulations got a greater
share of the revenue pie. EBITDA margins rose marginally by 27 bps (mainly on account of
increased employee costs). We expect complex and biosimilar drug pipeline to outperform
in the current market scenario.

e We prefer companies focused on complex generics/ specialty business in the US market and
chronic therapy focus in the domestic market.

e Preferred Picks: Lupin Ltd, Torrent Pharmaceuticals Ltd and Sun Pharmaceuticals Ltd,
Biocon Ltd.

Indian pharma firms in our coverage delivered varied Q3 FY26 earnings, where strong
domestic sales and high volumes in the export market cushioned US price erosion.
Overall sector revenue rose about 13% year-over-year, fueled by India formulations and
developing markets, but net earnings climbed only 2% amid profitability strains from
some pharma companies. Carrying on from the last quarter, Q3FY26 reaffirmed that
Indian pharmaceutical companies are increasingly shifting from traditional generics to
innovative, specialty, and complex drug portfolios, supported by higher R&D spending,
product approvals, and global regulatory milestones that position them for sustainable
differentiated growth. This shift helped pharmaceutical companies show resilience,
offsetting some pressure in legacy segments and US generics market. R&D investments
and innovation in differentiated therapies remain key growth areas.

Across the sector, EBITDA rose 15% year-over-year, mirroring revenue strength from India
formulations and developing markets. However, margins increased by a marginal 27 bps basis
points due to higher raw material prices, ongoing generic price cuts in the US, and a common one
off labour welfare expense.

Profits differed a lot for key Indian pharma companies in Q3 FY26. Top gainers were Lupin (up 37%
toRs.1,181 Cr), Laurus Labs (up 171% to Rs. 252 Cr), and Torrent Pharma (up 26% to Rs.635 Cr). These
resulted in better profit margins thanks to smarter product choices, good currency gains, and more
sales from special drugs in home and export markets. On the other hand, the laggards for the
quarter included Cipla, whose profit fell 57% from stopping Lanreotide supplies, slower growth in
long-term drugs, and higher forex costs. Dr Reddy’s profit dropped 14% due to less generic Revlimid
sales, more spending on new drug research, and one-time costs in its US business.

Domestic/ Emerging markets cushion US headwinds : India drug sales remain a reliable
base, powered by chronic treatments growing 10-16%. Sun Pharma eyes mid-to-high single-digit
revenue for full FY26, boosted by gaining 8.4% market share. Emerging markets perform well (Dr
Reddy’s up 32% YoY), balancing flat US results and setting up companies like Lupin and Torrent
for ongoing double-digit growth at home.

Complex/Innovative drugs outperformed generics: Growth in CDMO and specialty areas
improves future clarity. Divi's Labs focuses on higher plant use to push margins above 32%. Dr
Reddy's (with 7-8% R&D spend) performed relatively well considering price erosion in gRevlimid.
Laurus Labs and Zydus use CDMO and biosimilars to beat expectations and cut risks from basic
generics.

Way forward: After Q3 FY26 results, the outlook for these Indian pharma companies stays
positive at its core. This is driven by strong domestic business and varied product pipelines,
even with US price cuts holding back growth. Main factors include steady expansion in India and
emerging markets, growth in CDMO and biosimilars, plus moves into specialty areas. Companies
aim for mid-single-digit revenue growth while working to steady their margins.

Outlook and Valuation

Input costs stable, margins to rise: Q3FY26 saw strong double-digit sales growth and record-
high margins in certain segments. The shift to specialty generics has helped offset logistics costs,
pushing EBITDA margins. API companies are expected to see steady growth with stable pricing.
Reddys, Cipla, and Sun have all witnessed significant price erosion from Grevlimid in the past
few quarters and going forward, we expect to see limited volatility in quarterly results. The GLP-
1 opportunity presents a $100 billion market over the next decade, and we expect the pharma
sector to continue its growth with reasonable valuations of 20-30x FY27-28 EPS. While the shift to
complex and innovative are reflecting in companies like Sun pharma, Lupin, coming quarters will
be more of an integration phase for Biocon, and Zydus Lifesciences.

Q3FY26 Leaders: Sun Pharmaceuticals Ltd, Torrent Pharmaceuticals, Lupin Ltd, Divis Laboratories Ltd.
Q3FY26 Laggards: Cipla Ltd, Artemis Medicare Services Ltd.

Preferred Picks: Sun Pharmaceuticals Ltd, Torrent Pharmaceuticals, Lupin Ltd, Divis Laboratories
Ltd, Biocon Ltd.

Key Risks

e Intense price erosion pressures

e Inclusion of drugs in the NLEM portfolio
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Q3FY26 result snapshot
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it is addressed to. This Report may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any
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the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and employees (“Affiliates”)
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent Mirae Asset
Sharekhan and its affiliates from doing so. This Report is prepared for assistance only and is not intended to be and must not alone be taken as the basis for
an investment decision. Recipients of this Report should also be aware that past performance is not necessarily a guide to future performance, and the value
of investments can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this Report should make such
investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this Report (including
the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views
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assumptions, accounting methodologies, etc.
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or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Mirae Asset Sharekhan
and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to a certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe
such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed in this
Report accurately reflect his or her personal views about the subject company or companies and its or their securities. The analyst and Mirae Asset Sharekhan
further certifies that either he or his relatives or Mirae Asset Sharekhan or their associates might have direct or indirect financial interest or might have actual
or beneficial ownership of 1% or more in the securities of the company at the end of the month immediately preceding the date of publication of the Report.
The analyst and Mirae Asset Sharekhan encourage independence in research report/ material preparation and strive to minimize conflict in the preparation of
the research report. The analyst and Mirae Asset Sharekhan and their associates have not served as officers, directors or employees of the subject company.
The analyst and Mirae Asset Sharekhan or its associates may have managed or co-managed the public offerings of the company. Mirae Asset Sharekhan, or its
associates, or analysts may have received compensation for investment banking, merchant banking, brokerage services or received compensation for products
or services other than investment banking, merchant banking or brokerage services from the subject company or from a third party in the past twelve months
in connection with the Report, or received any other compensation or benefits from the subject company or other third party in connection with this Report.
Mirae Asset Sharekhan or its associates have not been debarred/ suspended by the Securities and Exchange Board of India (“SEBI") or any other regulatory
authority for accessing/ dealing in securities market. Mirae Asset Sharekhan or its associates or research analyst or his/her relatives may have financial interest
or any other material conflict of interest in the subject company of this research report at the time of publication of the research report or at the time of public
appearance. Further, please note that Mirae Asset Sharekhan or its research analysts or their associate(s) have not used artificial intelligence tools in providing
research services.

Either Mirae Asset Sharekhan or its Affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market, act as
principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities of the subject
company or related securities referred to in this Report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan may
from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of the foregoing, in
no event shall Mirae Asset Sharekhan, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in respect of the
future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee of future performance,
and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown risks and uncertainties, which may
cause actual performance and financial results in future periods to differ materially from any projections of future performance or results expressed or implied
by such forward-looking statements. Mirae Asset Sharekhan and its Affiliates undertake no obligation to update forward-looking statements if circumstances or
management's estimates or opinions should change, except as required by applicable securities laws. The reader/ investors are cautioned not to place undue
reliance on forward-looking statements and use their independent judgment before taking any investment decision.

Investment in securities market is subject to market risks, read all the related documents carefully before investing. The securities quoted are for illustration
only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the intermediary or provide
any assurance of returns to investors.
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