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Executive Summary:

Need of the Defensive Compounder in Portfolio:

We have stated that ICM is our preferred strategy for growth allocation. In addition, we
have positioned the portfolio to capture higher upside. As a result, the majority of our
ideas are high-beta and historically cyclical in nature, utilizing B2B and B2G business
models.

B2C Businesses are Strong Candidates for Defensive Compounders:

We believe a structural B2C business with strong pricing power will serve as a good
complement to our existing portfolio. Historically, we have stayed away from the
FMCG space, which constitutes a large part of the B2C sector in India. D2C brands have
provided strong competition to the traditional FMCG segment, resulting in lower growth
rates for these companies.

MNC Pharma Companies are Consumer Facing & they have Strong Pricing Power:

Given this context, we view certain multinational (MNC) pharmaceutical companies with
B2C product portfolios as strong contenders for a defensive allocation due to their
robust pricing power. Specifically, we believe MNC pharma companies with specialized,
patented product portfolios and structural demand are better positioned.

These MNC Pharma Companies are available at Decadal Low Valuations:

On the back of negative market sentiment, the valuation multiples of these companies
have corrected, making them available at very attractive levels. The price to Earnings
(P/E) multiples of some of these companies have corrected from long term averages of
~45-50x to ~30-35x with dividend yield of ~2-2.5%.

Positioning & Recommendation:

Given the strong pricing power, traditionally defensive nature, compounding
fundamental, and decadal attractive valuations, we want to allocate to these MNC
Pharma companies to complement our existing direct equity bucket. We are
comfortable even if this bucket underperforms in near term. We are positioning these
companies as compounder from next 3 to 5 years perspective.

Among the MNC pharma pack, we specifically like following companies:

*Recommendations are for clients only
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Understanding the business model of MNC Pharma companies:

The aforementioned MNC pharma companies operate as subsidiaries of their global
parent organizations, maintaining independent distribution and manufacturing
networks while enjoying access to the parent company's innovation and brand name.

The subsidiary and the parent company maintain an arrangement wherein the subsidiary
utilizes the trade name, distribution rights for specific geographies, and patented
technical know-how for the parent’s products. In exchange for these resources, the
subsidiary pays royalty fees to the parent company. These fees typically vary from ~2%
to 5% of net revenue, depending on the agreement.

However, royalty payouts are entirely dependent on the specific agreement
between the parent and the subsidiary. Furthermore, MNC pharma companies usually
follow an asset-light model, largely outsourcing their manufacturing to focus primarily
on distribution and sales.

Capital Allocation Analysis Suggests MNC Pharma Companies are Strong Cash-

Generating, High-ROCE, and High-Dividend-Payout Businesses:

Typically, MNC pharma companies in India are strong cash-generating businesses due
to their asset-light operational models and the parent companies' innovative edge.
Their key expenses are limited primarily to employee costs, advertising, publicity, and
sales promotion.

Because product manufacturing is largely outsourced to contract manufacturers, the
primary focus remains on distribution and sales. Consequently, the majority of the
cash generated is distributed back to shareholders as dividends.

Following table shows historical cumulative dividend payout as a % of cash flow
generated by these businesses:

*Recommendations are for clients only
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The threat from Pradhan Mantri Bhartiya Janaushadhi Pariyojana is limited:

The Jan Aushadhi Scheme was first launched in November 2008. It was revamped in
2015 and renamed the Pradhan Mantri Bhartiya Janaushadhi Pariyojana (PMBJP) in 2016
to expand its reach.

As of March 2026, over 19,000 Janaushadhi Kendras are functional nationwide, offering
a product basket of more than 2,100 medicines and 300 surgical items. Jan Aushadhi
(PMBJP) generic drugs contain the same active ingredients and are designed to deliver
identical therapeutic effects as their branded counterparts, while costing significantly
less.

However, our research, experience, and channel checks suggest that doctors
continue to recommend branded products for their reliability, efficacy, and rapid
relief. We believe the superior product quality of these branded products, backed by

patented technology, acts as a strong competitive advantage for these companies.

Positioning & Recommendations:

We view these MNC pharma companies as strong B2C franchises with robust pricing
power, structural demand, and a technology advantage derived from their parent
companies. Historically, these companies have served as defensive allocations due to
the inelastic demand for their products and their inherent pricing power.

Because these are mature businesses, their growth rates are limited and lower
compared to those of our other portfolio companies; however, this growth remains
highly consistent across market cycles.

Consequently, we see these companies as a complementary allocation to our
existing portfolio and recommend allocating capital to one of the whitelisted
companies from a 3-to-5-year perspective.
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Disclaimer:

The information or material (including any attachment(s) hereto) (collectively, “Information”) contained
herein does not constitute an advice or an inducement to buy, sell or investin any securities. Recipients of
this information should not construe it to be investment advice unless and otherwise stated herein
expressly and conduct their own investigation and analysis. Pravia Investment Advisors Private Limited
(“Pravia”) may not have conducted any suitability analysis prior to dissemination of such information and
the recipient should therefore seek advice of their independent financial advisor prior to taking any
investment decision based on Information. No representation or warranty, express, implied or statutory,
is made as to accuracy, completeness or fairness of the contents and opinion contained herein. The
information can be no assurance that future results or events will be consistent with this Information. Any
decision or action taken by the recipient based on this Information shall be solely and entirely at the risk of
the recipient. The distribution of this Information in some jurisdictions may be restricted and/or prohibited
by law, and persons into whose possession this information comes should inform themselves about such
restriction and/or prohibition. Unauthorized disclosure, use, dissemination or copying (either whole or
partial) of this information, is prohibited. Pravia will not treat the recipient/user as a customer by virtue of
their receiving/using this report. Neither Pravia nor its affiliates, directors, employees, agents or
representatives, shall be responsible or liable in any manner, directly or indirectly, for the contents or any
errors or discrepancies herein or for any decisions or actions taken in reliance on the Information. The
person accessing this information agrees to hold Pravia or any of its affiliates or employees free and
harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this
Information. The Information contained herein is based on publicly available data or other sources
believed to be reliable and for the exclusive purpose of transactions to be carried out within the territorial
jurisdiction of India and all such transactions shall be governed by the laws in India. Pravia and/or its
affiliates and/or employees may have interests/positions, financial or otherwise in securities mentioned
here. Investment in securities market are subject to market risks. Read all the related documents carefully
before investing.

Standard Warnings:

e Registration granted by SEBI, membership of BASL and certification from NISM in no way
guarantee performance of the intermediary or provide any assurance of returns to investors.

e The securities quoted are for illustration only and are not recommendatory.
Statutory Information:

e Pravia Investment Advisors Private Limited: CIN: U66309MH2025PTC451047; Regd Off
Address: 801, A-Wing 215 Atrium, CTS No 215, Andheri-Kurla Road, Andheri East, Chakala MIDC,
Mumbai - 400093; Contact: +91 9004139937

e Corporate Investment Adviser SEBI Registration no. INA000021322, Validity of Registration: Nov
04, 2025 - Perpetual. BSE Enlistment No.2375,

e Principal Officer: Ms. Vaibhavi Shah (E-mail: info@pravia.in), Contact: +91 9004139937

e Compliance Officer and Grievances Redressal Officer: Mr. Sachin Dwivedi (E-
mail: compliance@pravia.in) Contact: +91 9004139937

SEBI Regional Office: SEBI Bhavan, Plot No. C-4 A, G Block, Bandra Kurla Complex, Bandra East, Mumbai
400 051.
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