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India: Cautious-to-negative on the market, but still open to stock ideas

Most investors are cautious to negative on India, as they cite rich valuations, rising bond
yields and Fll selling. Several investors described frontline valuations as stretched and
expect multiples to de-rate across sectors, including recent underperformers such as
Financials, IT Services and Consumer. Investors are scrutinizing India stocks on
valuations which in most cases are still very expensive compared to international peers.
On the macro front, investors worry about slower growth in the coming quarters because
of a high base, elevated inflation and interest rates, and the fading impact of monetary and
fiscal stimulus. Policy and regulatory interventions (such as insurance distribution and
capping trade margins in drugs) have had negative impact on sentiment. Investors also
cited concerns about geopolitical uncertainty, including obstacles to a US-India trade deal
and the potential US tariffs on India. Finally, there is as yet no clear signal on capital gains
tax relief for investors.
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While the underlying tone was negative, investors continue to explorebottom-up
opportunities. Some said they generated strong alpha from a handful of Indian mid-cap
picks despite weak index-level returns, and they continue to look for similar ideas. The
bulls see India as a diversifier in a market split between Al and non-Al trades, and as a
likely outperformer if the Al trade falters. They also expect some positive policy action on
equity taxation to attract foreign capital.

We prefer a bottom-up approach: favor value, be selective in growth and avoid chasing
narratives. The key themes driving our sector preferences and stock selection are
established exporters, data center and power infrastructure, defence, Al-led opportunities
in IT Services, a slowdown in consumption, and limited fiscal support for industry. We are
constructive on auto ancillaries, engineering/manufacturing, capital goods and
pharmaceuticals. We are positive on Financials and IT Services on valuations, cautious on
consumption and neutral on commodities. Our March 2027 Nifty target of 24,000 is based
on 17x FY28F earnings. We expect stocks to trade at valuations lower than that in the
past three years as we factor in higher bond yields and expect some risk to FY28F
earnings from higher commodity prices and some slowdown in demand.

Healthcare: Hospitals and CDMOs dominate the debate

Investors largely agreed with our negative view on Hospitals, but the stocks remain over-
owned. Concerns over regulatory intervention are rising, and investors are asking how
much further the stocks could fall. They expect some pressure on near-term earnings, but
also expect companies to partly offset lower trade margins on pharmaceuticals by
charging more for services. Investors are overwhelmingly constructive on the CDMO
(Contract development and manufacturing) segment. Interest in frontline generic pharma
companies is limited. Investors acknowledge stock-specific catalysts, but frontline pharma
lacks a broad sector story strong enough to justify an overweight. Past disappointments on
execution and capital allocation also weigh on sentiment. Investors have so far been
positive on the domestic pharma market. However, the government’s recent cap on trade
margins for oncology drugs has raised concerns that price controls could extend to more
pharmaceutical products.

We believe the recent correction in Hospital stocks (down 15-20% since 23 September Production Gample(e::2026:10-10:01:34.UTC
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2026) reflects some expectation of near-term earnings cuts and regulatory intervention
driving valuations lower. Given the regulatory overhang, rising yields and heavy investor
positioning, we expect sector valuations to stay below 25x one-year-forward EV/EBITDA.
We agree that high-quality CDMOs have strong growth potential, but we believe current
valuations largely price in that upside, which limits the room for material gains in the near
term. We are relatively more constructive on frontline pharma. These companies continue
to deliver strong growth in India and ex-US markets, and they have a good recent track
record on acquisitions. We acknowledge that wider price controls are a risk to domestic
pharma valuations. Our top picks are Dr Reddy's (DRRD IN), Sun Pharma (SUNP IN),
Lupin (LPC IN), Alkem (ALKEM IN) and Gland Pharma (GLAND IN). All of these stocks
are rated Buy.
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This report has been produced by Nomura Financial Advisory and Securities (India) Private Limited (NFASL), India.
See Disclaimers for Nomura Group entity details.

Analyst Certification

We, Saion Mukherjee, Kushal Chovatia and Akshay Rajgarhia, hereby certify (1) that the views expressed in this Research report accurately
reflect our personal views about any or all of the subject securities or issuers referred to in this Research report, (2) no part of our compensation
was, is or will be directly or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of our
compensation is tied to any specific investment banking transactions performed by Nomura Securities International, Inc., Nomura International
plc or any other Nomura Group company.

Issuer Specific Regulatory Disclosures

The terms "Nomura" and "Nomura Group" used herein refer to Nomura Holdings, Inc. and its affiliates and subsidiaries, including Nomura

Securities International, Inc. ('NSI') and Instinet, LLC ('ILLC"), U. S. registered broker dealers and members of SIPC.

Materially mentioned issuers

Issuer Ticker Price Price date _ Stock rating Sector rating Disclosures
Alkem Laboratories ALKEM IN INR 5,050 16-Oct-2026 Buy N/A AB

Dr Reddy's Laboratories  DRRD IN INR 1,233 16-Oct-2026 Buy N/A

Gland Pharma GLAND IN INR 3,043 16-Oct-2026 Buy N/A

Lupin ] LPC IN INR 1,962 16-Oct-2026 Buy N/A A4 A6

Sun Pharmaceutical

Industries SUNP IN INR 1,759 16-Oct-2026 Buy N/A

A4 The Nomura Group has had an investment banking services client relationship with the subject company during the past 12 months.

A6 The Nomura Group expects to receive or intends to seek compensation for investment banking services from the subject company in the
next three months.

Alkem Laboratories (ALKEM IN) INR 5,050 (16-Oct-2026) Buy (Sector rating: N/A)
Rating and target price chart (three year history)
Alkem Laboratories Date Rating Target price Closing price

Asof 18-0ct-2026  17.Aug-26 6,850.00 5,374.00

Currency =INR 45 Feb-26 6,890.00 5,403.00

7000.00 A A A 14-Nov-25 6,860.00 5,723.00

6500.00 21-Aug-25 6,300.00 5,422.00

§000.00 26-Feb-25 Buy 4,564.00

26-Feb-25 5,430.00 4,564.00

3300:00 09-Feb-25 5,670.00 5,151.00

5000.00 14-Nov-24 6,097.00 5,525.00

4500.00 13-Aug-24 6,061.00 5,709.00

H50H05 12-Feb-24 Neutral 5,149.00

12-Feb-24 5,605.00 5,149.00
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Source: LSEG, Nomura
For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology We derive our September 2027 TP of INR6,850 based on 28x Sep'27 EPS of INR244.8 The
benchmark index for the stock is Nifty 50. We assess a fair-value range of 26-33x one-year forward earnings, underpinned by
~70% earnings contribution from the domestic branded segment and potential upside from the traction in CDMO and MedTech
— areas where the Street's expectations remain modest, in our view.

Risks that may impede the achievement of the target price Key Downside risks: a) Higher costs than our current
expectations. b) Adverse regulatory move to promote generics and limit trade margins in India. c) Slower-than-estimated growth
in India and higher than estimated adverse impact of price cuts in NLEM products. d) Higher-than-estimated price erosion in the
US. e) Adverse regulatory actions by regulatory agencies f) Adverse currency movement ;g) imposition of tariffs by U and h)
value loss in new ventures like MedTech and CDMO..
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Dr Reddy's Laboratories (DRRD IN)
Rating and target price chart (three year history)

INR 1,233 (16-Oct-2026) Buy (Sector rating: N/A)
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For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology We arrive at June 2027 TP of INR 1,740 is based on 24x June 2028 EPS of INR 72.6. The benchmark

index for this stock is Nifty 50.

Date
21-Jun-26
22-Jan-26
30-Oct-25
27-Oct-25
24-Jul-25
24-Jan-25
18-Dec-24
18-Dec-24
23-Feb-24

Rating Target price

Buy

1,740.00
1,600.00
1,580.00
1,650.00
1,660.00
1,575.00

1,500.00
6,499.00

Closing price
1,272.00
1,218.00
1,202.00
1,284.00
1,266.00
1,224.00
1,275.00
1,275.00
6,442.00

Risks that may impede the achievement of the target price Downside risks: Weaker than estimated growth in the branded
generic markets; Price erosion in the US and other generic market higher than our expectations; Adverse currency movement ;
Spike in cost of raw materials ; Adverse regulatory actions, including USFDA actions and price controls

Gland Pharma (GLAND IN)

Rating and target price chart (three year history)
Gland Pharma

INR 3,043 (16-Oct-2026) Buy (Sector rating: N/A)

As of 18-0ct-2026
Currency =INR
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For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology We arrive at our Match 2028 target price per share of INR3,750 based on 27.5x FY29F EPS of INR

136.5.The benchmark index for the stock is Nifty 50.

Date
07-Oct-26
11-Aug-26
17-May-26
29-Jan-26
04-Nov-25
06-Aug-25
06-Feb-25
20-Jan-25
20-Jan-25
05-Nov-24
06-Aug-24
06-Aug-24
07-Nov-23
07-Nov-23

Rating Target price Closing price

Buy

Neutral

Reduce

Neutral

3,750.00
3,330.00
2,390.00

2,000.00
2,010.00
1,570.00

1,790.00
1,800.00

1,819.00

1,570.00

3,151.00
2,924.00
1,868.00
1,800.00
1,912.00
1,958.00
1,517.00
1,677.00
1,677.00
1,833.00
2,107.00
2,107.00
1,653.00
1,653.00

Risks that may impede the achievement of the target price Downside risk: Adverse regulatory development is the most
critical risk factor. Others include adverse currency movement, pricing pressure in existing base business and failure to scale up

CDMO and execute on new future investments.
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Lupin (LPC IN) INR 1,962 (16-Oct-2026) Buy (Sector rating: N/A)

Rating and target price chart (three year history)
Lupin
As of 18-Oct-2026
Currency =INR
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For explanation of ratings refer to the stock rating keys located after chart(s)

Date
12-May-26
10-Nov-25
13-Feb-25
10-Nov-24
29-Aug-24
08-May-24
09-Feb-24
01-Jan-24

Rating Target price Closing price

2,675.00
2,580.00
2,350.00
2,490.00
2,427.00
1,952.00
1,949.00
1,593.00

2,245.00
1,990.00
2,055.00
2,105.00
2,194.00
1,616.00
1,622.00
1,313.00

Valuation Methodology We arrive at TP of INR2,675 based on 30x Mar'28 EPS ex Tolvaptan of INR89.1. The benchmark

index for this stock is Nifty 50.

Risks that may impede the achievement of the target price Key risks: 1) delay in approval of key products ; 2) higher than
estimated price erosion; 3) adverse currency movement; 4) adverse regulatory developments; 5) higher than estimated cost

pressures; 6) slower than estimated growth in India

Sun Pharmaceutical Industries (SUNP IN)

Rating and target price chart (three year history)
Sun Pharmaceutical Industries
As of 18-0ct-2026
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Date

02-Aug-26
01-Feb-26
07-Nov-25
07-Nov-25
01-Aug-25
03-Feb-25
29-Oct-24
23-Feb-24
01-Feb-24
01-Feb-24
02-Nov-23

Rating Target price

Buy

Neutral

INR 1,759 (16-Oct-2026) Buy (Sector rating: N/A)

2,400.00
1,920.00

1,960.00
1,910.00
1,870.00
1,850.00
1,444.00

1,347.00
1,279.00

Closing price
1,991.00
1,595.00
1,691.00
1,691.00
1,630.00
1,741.00
1,872.00
1,561.00
1,408.00
1,408.00
1,133.00

Valuation Methodology Target price of INR2,400 is based on the sum of 32.5x Sep 2028 EPS of Sun of INR65.5 and INR 268
value ascribed to the acquisition of Organon. The benchmark index for this stock is Nifty 50.
Risks that may impede the achievement of the target price Key downside risks: : a) Slower-than-estimated scale-up in
specialty sales; b) Adverse regulatory development impacting new product launches or the sales of existing products; c)
Adverse currency movement; d) Price control and slower than estimated sales growth in India; e) Large acquisition or
investment in specialty that dents near-term earnings and raises the overall risk of the business; f) any price reduction in the US

due to MFN order and adverse impact of tariffs.
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Any MSCI sourced information in this document is the exclusive property of MSCI Inc. (‘MSCI'). Without prior written permission of MSCI, this
information and any other MSCI intellectual property may not be duplicated, reproduced, re-disseminated, redistributed or used, in whole or in
part, for any purpose whatsoever, including creating any financial products and any indices. This information is provided on an "as is" basis. The
user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or
compiling the information hereby expressly disclaim all representations, warranties or undertakings of originality, fairness, accuracy,
completeness, correctness, merchantability or fitness for a particular purpose with respect to any of this material or the information contained in
this material or otherwise arising in connection therewith. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any
third party involved in, or related to, computing or compiling the information have any liability (in negligence or otherwise, and in whole or in part)
for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.
The intellectual property rights and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Fiduciary Research & Consulting
Co., Ltd. ("NFRC") and FTSE Russell ("Russell"'). NFRC and Russell do not guarantee fairness, accuracy, completeness, correctness, reliability,
usefulness, marketability, merchantability or fitness of the Index, and do not account for business activities or services that any index user
and/or its affiliates undertakes with the use of the Index.
Investors should consider this document as only a single factor in making their investment decision and, as such, the report should not be
viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment decision. Nomura Group produces a
number of different types of research product including, among others, fundamental analysis and quantitative analysis; recommendations
contained in one type of research product may differ from recommendations contained in other types of research product, whether as a result of
differing time horizons, methodologies or otherwise. The Nomura Group publishes research product in a number of different ways including the
posting of product on the Nomura Group portals and/or distribution directly to clients. Different groups of clients may receive different products
and services from the research department depending on their individual requirements.
Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indicators of future or
likely performance. Where the information contains an expectation, projection or indication of future performance and business prospects, such
forecasts may not be a reliable indicator of future or likely performance. Moreover, simulations are based on models and simplifying
assumptions which may oversimplify and not reflect the future distribution of returns. Any figure, strategy or index created and published for
illustrative purposes within this document is not intended for “use” as a “benchmark” as defined by the European Benchmark Regulation.
Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income derived
from, the investment.
With respect to Fixed Income Research: Recommendations fall into two categories: tactical, which typically last up to three months; or strategic,
which typically last from 6-12 months. However, trade recommendations may be reviewed at any time as circumstances change. 'Stop loss’
levels for trades are also provided; which, if hit, closes the trade recommendation automatically. Prices and yields shown in recommendations
are taken at the time of submission for publication and are based on either indicative Bloomberg, LSEG or Nomura prices and yields at that
time. The prices and yields shown are not necessarily those at which the trade recommendation can be implemented.
The securities described herein may not have been registered under the US Securities Act of 1933 (the 1933 Act’), and, in such case, may not
be offered or sold in the US or to US persons unless they have been registered under the 1933 Act, or except in compliance with an exemption
from the registration requirements of the 1933 Act. Unless governing law permits otherwise, any transaction should be executed via a Nomura
entity in your home jurisdiction.
This document has been approved for distribution in the UK as investment research by Niplc. Niplc is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Niplc is a member of the London Stock
Exchange. This document does not constitute a personal recommendation within the meaning of applicable regulations in the UK, or take into
account the particular investment objectives, financial situations, or needs of individual investors. This document is intended only for investors
who are 'eligible counterparties' or 'professional clients' for the purposes of applicable regulations in the UK, and may not, therefore, be
redistributed to persons who are 'retail clients' for such purposes.
This document has been approved for distribution in the European Economic Area as investment research by Nomura Financial Products
Europe GmbH (“NFPE"). NFPE is a company organized as a limited liability company under German law registered in the Commercial Register
of the Court of Frankfurt/Main under HRB 110223. NFPE is authorized and regulated by the German Federal Financial Supervisory Authority
(BaFin).
This document has been approved by NIHK, which is regulated by the Hong Kong Securities and Futures Commission, for distribution in Hong
Kong by NIHK. This document is intended only for investors who are 'professional investors' for the purposes of applicable regulations in Hong
Kong and may not, therefore, be redistributed to persons who are not 'professional investors' for such purposes.
This document has been approved for distribution in Australia by NAL, which is authorized and regulated in Australia by the ASIC.
This document has also been approved for distribution in Malaysia by NSM.
In Singapore, this document has been distributed by NSL, an exempt financial adviser as defined under the Financial Advisers Act (Chapter
110), among other things, and regulated by the Monetary Authority of Singapore. NSL may distribute this document produced by its foreign
affiliates pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. This document is intended for accredited,
expert or institutional investors as defined by the Securities and Futures Act (Chapter 289). Where the recipient of this document is not an
accredited, expert or institutional investor, NSL accepts legal responsibility for the contents of this document in respect of such recipient only to
the extent required by law. Recipients of this document in Singapore should contact NSL in respect of matters arising from, or in connection
with, this document. THIS DOCUMENT IS INTENDED FOR GENERAL CIRCULATION. IT DOES NOT TAKE INTO ACCOUNT THE SPECIFIC
INVESTMENT OBJECTIVES, FINANCIAL SITUATION OR PARTICULAR NEEDS OF ANY PARTICULAR PERSON. RECIPIENTS SHOULD
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