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BB Code ALKEM IN EQUITY

Face Value (INR) 2.0
52 W High/Low (INR) 5,868 / 4,499
Mkt Cap (Bn) INR 684.5/USD 7.8
Shares o/s (Mn) 119.6
3M Avg. Daily Volume 1,55,796

Change in CIE Estimates

FY26E FY27E

INR Bn New Old Dev. (%) New Old Dev. (%)
Revenue 145.5 1413 3.0 163.2 155.7 4.9
EBITDA 28.8 27.6 46 340 314 8.0
EBITDAM % 19.8 195 30bps 20.8 20.2 60 bps
Adj. PAT 245 225 8.8 259 259 0.0
Adj. EPS (INR) 204.6 188.2 8.8 216.7 216.6 0.0
Actual vs CIE Estimates

INR Bn Q2FY26A CIE Estimate Dev.%
Revenue 40.0 36.2 10.5
EBITDA 9.2 7.7 20.0
EBITDAM % 23.0 21.2 181 bps
PAT 7.7 6.9 11.2

Key Financials

INR Bn FY24 FY25 FY26E FY27E FY28E
Revenue 126.7 1296 1455 1632 184.8
YoY (%) 9.2 2.3 12.3 121 13.2
EBITDA 22.5 251 28.8 34.0 40.1
EBITDAM % 17.7 19.4 19.8 20.8 21.7
Adj PAT 18.0 21.7 24.5 25.9 29.2
EPS (INR) 150.2 181.1 204.6 216.7 243.9
ROE % 17.6 18.5 17.2 15.4 14.8
ROCE % 16.0 15.6 15.7 16.2 16.8
PE (x) 30.5 26.9 23.8 22.5 19.9
EV/EBITDA (x) 26.2 231 19.7 17.1 14.5
Shareholding Pattern (%)
Sep 2025 Jun 2025 Mar 2025
Promoters 51.20 53.04 55.13
Flls 9.47 9.11 9.40
Dlls 21.93 21.80 19.42
Public 17.39 16.05 16.05
Relative Performance (%)
YTD 3Y 2Y 1Y
BSE Healthcare 87.7 54.6 5.0
ALKEM 81.7 33.0 3.6
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Pipeline Progress Not Enough to Offset Near-term Challenges

With revenue growth expected to remain in low double digits and margins largely
flat in FY26, ALKEM’s overall fundamental trajectory remains unchanged.
While high-value launches, such as Semaglutide, Tolvaptan and Valsartan could
drive moderate margin expansion, from FY27E, this remains dependent on the
pace at which these launches scale up. PAT growth will also be constrained by
the expiry of MAT credits and a sharp rise in ETR to 30-35% (vs. 13-15%
currently), limiting near-term earnings upside.

We expect Revenue/EBITDA/PAT to deliver a CAGR of 12.5%/16.0%/9.2% over
FY25-28E. That said, medium-term visibility has improved with (1) the GLP-1
opportunity on approval and (2) the US CDMO facility, which carries revenue
potential of INR 3,000 Mn over 12-18 months. To reflect this, we revise our
valuation multiple to 25x (from 20x). Applying this to the FY27—-28E average EPS
yields a revised TP of INR 5,850 (vs. INR 4,750 earlier) and upgrade our rating to
REDUCE.

Robust Quarter with Growth and Margin Expansion

= Revenue grew 17.2% YoY / 18.7% QoQ to INR 40,010 Mn (vs. CIE estimate:
INR 36,194 Mn).

= EBITDA grew 22.3% YoY / 24.6% QoQ to INR 9,208 Mn (vs. CIE estimate:
INR 7,673 Mn); margin expanded 97 bps YoY / 109 bps QoQ to 23.0% (vs.
CIE estimate: 21.2%).

= PAT increased 11.1% YoY / 17.2% QoQ to INR 7,651 Mn (vs. CIE estimate:
INR 6,882 Mn).

Double-digit Growth Supported by US Scale-up and India GLP-1 Launch

The US market registered strong growth in the quarter, supported by the launch
of sacubitril-valsartan. We expect the US business to grow in low double
digits in FY26, driven by 3—4 planned launches and steady momentum in the
base portfolio. In India, growth is likely to outpace the IPM by 100-150 bps,
supported by chronic recovery, strong traction in diabetes (growing at 2x) and the
anticipated GLP-1 (Semaglutide) launch in January 2026, which could materially
strengthen the domestic franchise. Additionally, the CDMO facility in the US
provides a meaningful long-term growth option. Overall, we expect consolidated
revenue to grow in double digits.

Integration Cost Keeps FY26 Margin Flat

While Q2 margin expanded by 100 bps to 23%, the full-year FY26 margin
guidance remains unchanged at 19-20%. This reflects the expected loss of GST-
linked Sikkim benefits in H2, continued Medtech losses and higher cost arising
from the integration of Bombay Ortho and Adroit. However, as new launches
scale up and integration gets completed, we expect moderate expansion.

Particulars (INR Mn)

i Q2FY26i Q2FY25 YoY (%) Q1FY26 QoQ (%)

Revenue 40,010 34,147 17.2 33,711 18.7
Cost of Goods Sold 14,010 12,047 16.3 11,712 19.6
Gross Margin (%) 65.0 64.7 26 bps 65.3 (28) bps
Operating Expenses 16,792 14,571 30.8 14,609 28.7
EBITDA 9,208 7,528 22.3 7,391 24.6
EBITDA Margin (%) 23.0 22.0 97 bps 21.9 109 bps
Depreciation 936 789 18.6 877 6.8
Interest 350 281 24 4 298 17.6
PBT 8,958 7,803 14.8 7,710 16.2
Tax 1,162 783 48.4 1,027 13.2
PAT 7,651 6,886 111 6,531 17.2
EPS (INR) 64.0 57.6 11.1 54.6 17.2

Q1FY26

Q2FY26 Q2FY25

eographical Mix (INR Mn) YoY (%):

India 27,660 24,610 12.4 22,650 221
USA 7,649 5,976 28.0 6,982 9.6
Other Countries 4,241 3,205 32.3 3,556 19.3
Other 461 356 29.5 523 (11.9)

Source: ALKEM, Choice Institutional Equities
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GLP-1: Expected to be among first wave post
patent expiry.

Loss of Sikkim benefit due to GST changes
will reflect in H2 of around INR 500-600 Mn.

FY26 EBITDA margin guidance increased by
50 bps to 19.5-20%.

India business to continue to outgrow IPM by
100-150 bps.

Management Call — Highlights

India Business

In line with IPM growth of 6.4% but outperformed in six key therapies
— Anti-infectives (~1.2x IPM), Gastrointestinal (~3.1x), VMN (~2.5x),
Pain (~2.3x), Respiratory (~1.5x), Derma (~3.1x).

Became the #1 company in the acute segment during the quarter;
continued stronghold in anti-infectives and Gl therapies.

GST transition was smooth; one-time trade impact of INR 100-120
Mn, and loss of Sikkim benefit will reflect in H2 of around INR 500-
600 Mn.

Adroit branded business now merged into domestic business and is
at breakeven.

GLP-1: Expected to be among first wave post patent expiry.
Management reiterated they will outgrow IPM by 100-150 bps
consistently; double-digit growth likely; H2 will be stronger than H1.

US Business

Growth was driven by robust contribution from new product launches,
including Sacubitril/VValsartan and ramp-up of the CDMO business.
4 products launches in H1; 3—4 more expected in H2.
GLP-1 program  progressing; US  filing expected but
commercialization still around 2 years away.
US CDMO plant:
* Operational from September; OpEx of INR 500 Mn per
quarter starting Q3.
* Revenue currently INR 200 Mn per quarter; expected to
scale to INR 300 Mn annual run-rate in 12—18 months.
US growth guidance: expected to close FY26 at 10—-11% growth.

Rest of the World (RoW) Business

Growth driven by Germany and Australia, plus ongoing product
opportunities.
Growth guidance: Expect high-teens to ~20% growth for FY26.

Outlook

FY26 EBITDA margin guidance increased by 50 bps to 19.5-20%.
FY27 onwards: management targets ~100 bps margin expansion
annually, despite ongoing investments.

R&D: H2 will see higher spend; full-year guidance intact at 4-5% of
revenue.
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Revenue to Expand at 12.5% CAGR FY25-28E
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EBITDA Margin Expected to Improve by 100 bps from FY27
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Gross Margin to Remain Flat
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PAT Growth to follow EBITDA Trend
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Income Statement (INR Mn) Balance Sheet (INR Mn) %

Particulars . FY24  FY25  FY26E Particulars . FY24  FY25 FY26E FY27E é

Revenue 1,26,676 1,29,645 1,45,546 1,63,226 1,84,836 Net Worth 1,07,144 1,24,336 1,48,802 1,74,706 2,03,869 8

Gross Profit 77,300 82,002 93,149 1,04,465 1,18,295 Borrowings 14,184 13,809 11,809 9,809 7,809 E

EBITDA 22,455 25,121 28,818 33,951 40,109  Trade Payables 17,481 18,394 20,097 20,929 23,700 =

Depreciation 2,993 3,572 3,593 4,113 4,633  Other Non-Current Liabilities 6,367 7,142 3,602 3,602 3,602

EBIT 19,462 21,550 25,225 29,838 35,476 Other Current Liabilities 10,573 13,231 8,231 8,231 8,231

Other Income 3,108 4,937 4,366 6,529 7,393  Total Net Worth & Liabilities: 1,55,749 1,76,911 1,92,541 2,17,276 2,47,210

Interest Expense 1,124 1,217 1,063 883 703  Net Block 21,615 20,639 23,546 25933 27,800

PBT 20,231 25,270 28,528 35,484 42,167  Capital WIP 1,484 4,766 6,766 8,766 10,766

PAT 17,958 21,655 24,466 25,904 29,163  Goodwill & Intangible Assets 7215 8599 8599 8599 8,599

EPS (INR) 150.2 181.1 204.6 216.7 243.9  Investments 4,838 18,455 18,455 18,455 18,455
Trade Receivables 22,528 24,663 27,913 31,304 35448

Ratio Analysis Cash & Cash Equivalents 15,794 15,631 19,573 30,635 45,793

Growth Ratios (%) Other Non-Current Assets 17,972 24,017 25817 27,662 29,507

Revenue 9.2 2.3 12.3 12.1 13.2.  Other Current Assets 64,304 60,142 61,873 65924 70,843

Gross Profit 15.5 6.1 13.6 12.1 13.2.  Total Assets 1,55,749 1,76,911 1,92,541 2,17,276 2,47,210

EBITDA 39.5 11.9 14.7 17.8 18.1

PAT 82.4 206 13.0 5.9 (PXIM Cash Flows (INRMn)  ©  FY24  FY25 FY26E  FY27E

Margins (%) Cash Flows from Operations 7 19,480 19,128 19,344 17,789 21,705

Gross Profit Margin 61.0 63.3 64.0 64.0 64.0. Cash Flows from Investing (10,085) (12,987) (9,970)  (8,500) (8,500)

EBITDA Margin 17.7 19.4 19.8 20.8 217, Cash Flows from Financing = (11,450) (8,110) (3,113) (2,933) (2,753)

PBT Margin 16.0 19.5 19.6 21.7 22.8

Tax Rate 10.5 12.0 13.0 26.0 30.0 DuPont Analysis FY25: FY26E§ FY27E§

PAT Margin 14.3 17.1 17.1 16.1 16.0.  Tax Burden (%) 89.5 87.7 87.0 74.0 70.0

Profitability (%) Interest Burden (%) 1040 1173 1131 1189 1189

ROE 17.6 18.5 17.2 15.4 14.8° EBIT Margin (%) 154 166 173 183 192

ROIC 27.2 21.2 19.9 17.0 17.3  Asset Turnover (x) 0.8 0.7 0.8 0.8 0.7

ROCE 16.0 15.6 15.7 16.2 16.8  Equity Multiplier (x) 15 15 1.3 1.3 1.2

Financial Leverage (x) ROE (%) 17.6 18.5 17.2 15.4 14.8

OCF/EBITDA 0.9 0.8 0.7 0.5 0.5

OCF/Net Profit 1.1 0.9 0.8 0.7 0.7

Debt to Equity 0.1 0.1 0.1 0.1 0.0

Interest Coverage 17.3 17.7 23.7 33.8 50.5

Working Capital

Inventory Days 197 224 224 224 224
Debtor Days 65 69 70 70 70
Payable Days 129 141 140 130 130
Cash Conversion Cycle 132 152 154 164 164

Valuation Metrics

No of Shares (Mn) 119.6 119.6 119.6 119.6 119.6
EPS (INR) 150.2 181.1 204.6 216.7 243.9
BVPS (INR) 896.2. 1,040.00 12447 14614 17053
Market Cap (INR Bn) 581.6 581.6 581.6 581.6 581.6
PE (x) 30.5 26.9 23.8 22,5 19.9
P/BV (x) 5.4 4.7 3.9 3.3 2.9
EV/EBITDA (x) 26.2 231 19.7 171 14.5
EV/Sales (x) 4.6 4.5 3.9 3.6 3.1

Source: ALKEM, Choice Institutional Equities
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Large Cap*

BUY The security is expected to generate upside of 15% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 15% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

Mid & Small Cap*
BUY

The security is expected to generate upside of 20% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 20% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -10% over the next 12 months
SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings
NOT RATED (NR)

UNDER REVIEW (UR)

The stock has no recommendation from the Analyst

The stock is under review by the Analyst and rating may change

Sector View

POSITIVE (P) Fundamentals of the sector look attractive over the next 12 months

NEUTRAL (N) Fundamentals of the sector are expected to be in statis over the next 12 months
CAUTIOUS (C) Fundamentals of the sector are expected to be challenging over the next 12 months

*Large Cap: More Than INR 20,000Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000Cr Market Cap

Disclaimer

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
Choice Equity Broking Private Limited-Research Analyst - INH000000222. (CIN. NO.: U65999MH2010PTC198714). Reg. Add.: Sunil Patodia Tower, J B Nagar, Andheri(East), Mumbai

400099. Tel. No. 022-6707 9999
Compliance Officer--Prashant Salian, Email Id — Prashant.salain@choiceindia.com Contact no. 022- 67079999- Ext-2310
Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834. Email- ig@choiceindia.com

+91 22 6707 9535
+91 22 6707 9511

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration ALKEMted by SEBI, and certification from NISM in no way
guarantee performance of the intermediary or provide any assurance of returns to investors

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL RE” Limited.
The Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research analysts have received compensation based upon various
factors, which may include quality of research, investor client feedback, stock picking, competitive factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or completeness of such information.
Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does not accept any liability as a result. Securities and Derivatives
markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance.

nalyst - INH000000222 | Email: ins

ice Equity Broking Pvt onal.equities@

Q2FY26 Result Update


mailto:ig@choiceindia.com

Choice

Institutional Equities Institutional Equities

General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment objectives,
financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are expression of views
and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through CEBPL
nor any solicitation or offering of any investment/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein.
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Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole
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Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance. Income from
investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis
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No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts no liability
whatsoever for the actions of third parties in this respect.
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