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Companion to the Abbott India investment report (74/100, Selective Positive). This piece grades the business against the five-pillar
engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 25,905 (NSE close, October 19, 2026, the last trading day before the Diwali exchange
holidays). Good fit, 4 of 5 pass.

Grades at a glance

Sunrise (chronic demand growth, GLP-1 headwind) PARTIAL
Leadership PASS
Moat PASS
Iron Fortress (balance sheet) PASS
Free Cash Flow PASS

Overall fit verdict: Good fit, 4 of 5 pass. Abbott India clears the bar on leadership, moat, the balance
sheet and free cash flow, while sunrise is partial on steady rather than fast demand growth and a GLP-1
headwind in diabetes care. Full investment report score: 74/100, Selective Positive.

© DalalBytes Educational purposes only, not financial advice.



Pillar 1: Sunrise, PARTIAL
GRADE: PARTIAL

The pillar tests the direction and speed of demand. Direction is clearly favourable: India's chronic disease
pool grows every year as diagnosis improves and incomes rise, and Abbott's core therapies sit directly on
that curve. Thyroid disorders, diabetes, liver and gut conditions and women's health needs are all
diagnosed more and treated longer than a decade ago. The vaccine leg grew about 18 percent year on
year on MAT September 2025 data, and the planned 75 launches over five years aim at diagnosed,
underserved gaps in the same therapies.

Speed is the deduction. The Indian pharmaceutical market grows at high single digits in a normal year, not
at a boom pace, and Abbott's own revenue compounded at about 9 percent from FY22 to FY26 before
slowing to 4.3 percent growth in Q1 FY27. The diabetes block faces a genuine technology shift: GLP-1
therapies, led in India by Eli Lilly's Mounjaro, which became the country's largest brand by value in August
2026, are pulling spending away from the premix insulins that anchor Abbott's marketed portfolio, and
broker notes already record slowdown in Mixtard and Novomix. A demand pool that grows steadily for
most of the shelf while its largest block is being disrupted is a partial sunrise: real, durable demand,
honestly graded, with one live headwind. PARTIAL.
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Pillar 2: Leadership, PASS
GRADE: PASS

Grade the record, not the org chart. Under the current professional management, led in India by Managing
Director Kartik Rajendran within Abbott's global pharmaceuticals division, the company expanded
operating margin from 22 percent in FY22 to 27 percent in FY26 and 29 percent in Q1 FY27, compounded
EPS at about 18 percent over FY22 to FY26, held a launch tempo of more than 100 launches in 12 years
with about 75 more planned, grew the new vaccine leg at about 18 percent, and raised the dividend payout
to about 90 percent of profit and paid it.

The governance record in the period reviewed is clean and orderly. The chairman transition of August
2026, Munir Shaikh stepping down on August 12 and independent director Sudarshan Jain, a veteran
Indian pharma leader, taking over on August 13, was disclosed, seamless and paired with an unqualified
limited review of results by Walker Chandiok and Co. LLP. Promoters hold 74.99 percent with zero
pledging and no dilutive raises.

The deduction is structural, and it is recorded without breaking the grade. Abbott India leadership does not
control its own pipeline, brand ownership or dividend policy: those are set with the US parent, and the
largest brand block is a partner's property marketed under arrangement. Local leadership has executed
everything within its control at a high standard, which is what this pillar grades. PASS, with the test named:
the launch pipeline and the diabetes reset are delivered at the tempo promised.
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Pillar 3: Moat, PASS
GRADE: PASS

The moat is prescriber habit compounded over decades, and the evidence is in the brand ages and the
rankings. Cremaffin dates to 1952, Brufen to 1973 and Thyronorm to 1999, and all three still earn. The
company ranks second in the Indian pharmaceutical market with about 6.3 percent share, multiple brands
rank first in their participated markets, and the top 10 brands compounded at about 12 percent between
September 2022 and September 2025, faster than the company, which is what a moat looks like in sales
data: the leaders keep taking share inside their categories.

The technical layers are specific. Thyronorm's levothyroxine is a narrow therapeutic index molecule:
stabilised patients and their doctors resist switching for a small price gap, because dose consistency is the
therapy. Insulins add cold-chain reliability and device familiarity. Brands such as Udiliv, Duphalac,
Cremaffin Plus, Vertin and Duphaston sit in guideline-shaped niches where Abbott's detailing force of a
large field organisation keeps the brand as the default prescription. A challenger must win thousands of
individual doctor habits, one clinic at a time, against a free cash flow rich incumbent. That is slow,
expensive and rarely economic.

The limits are named. The moat does not extend to the marketed Novo Nordisk brands themselves, which
Abbott details brilliantly but does not own: habit attaches partly to the molecule owner's brand. It is thinner
in acute, price-shopped categories such as antacids and pain, where trade generics and e-pharmacy
discounting bite. And it does not protect against a therapy shift: GLP-1 drugs do not attack Abbott's
brands, they attack the treatment pattern underneath the insulin block. A moat that fully covers the owned
chronic shelf, and honestly stops at partner brands and therapy shifts, is a pass. PASS.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

This is close to a textbook fortress. Borrowings were Rs 172 crore at FY26 end against net worth of about
Rs 4,774 crore, a debt to equity ratio of 0.04. Cash and bank balances were Rs 2,255 crore, roughly
thirteen times borrowings. Return on capital employed was about 45 percent and return on equity about 34
percent, earned on an asset-light base: one main plant at Goa, inaugurated in 1996, plus third-party
manufacturing, so the fortress is not weighed down by idle fixed assets.

The structure reinforces the grade. The Goa-plus-contract model means a demand downturn does not
strand capital, working capital needs are modest with a cash conversion cycle that has run negative in
several recent years, and the entire growth programme of launches is expensed through detailing rather
than built with debt. Promoters hold 74.99 percent with zero pledging, so there is no pledge overhang
above the fortress walls.

One watch item is recorded, and it does not break the grade. Working capital days have lengthened in
recent data prints, and a 90 percent dividend payout means the cash pile rebuilds slowly by design: the
fortress is a flow fortress, refilled every year by operating cash, rather than a stock fortress of retained
cash. While operating cash flow covers the dividend, as it has in normal years, that design is a choice, not
a weakness. PASS, with the monitored metric named: operating cash flow stays ahead of the dividend.
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Pillar 5: Free Cash Flow, PASS
GRADE: PASS

This pillar grades cash delivered after the business has taken what it needs, and Abbott India is one of the
cleanest passes in the Indian coverage library. The needs are small: capex on a light manufacturing base,
modest working capital, no discovery research bhill. The delivery is large and recurring: PAT rose from Rs
799 crore in FY22 to Rs 1,552 crore in FY26, and the balance sheet shows the conversion in the cash
balance of Rs 2,255 crore held even after paying out about 90 percent of profit.

The payout is the proof, not a substitute for it. A company can only pay roughly Rs 656 a share, about Rs
1,394 crore in FY26, year after year if free cash flow is real, because there is no debt capacity being used
and no asset sales funding it: borrowings stayed at Rs 172 crore while the cheques went out. Dividend
payout ratios rose from the low 70s percent in FY22 and FY23 to about 90 percent in FY26, and the yield
at the reference price is about 2.5 percent.

The honest caveat is pace, not quality. Free cash flow grows at the speed of profit, and profit growth in Q1
FY27 leaned on margin while revenue grew 4.3 percent. If revenue growth stays low, free cash flow
growth slows with it, and this pillar would be re-graded on delivery, not on intent. On the five-year record in
front of us, with conversion proven through a full cycle and a payout funded entirely from operations, the
grade is a pass. PASS.
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Summary

e Pillar 1. Sunrise: PARTIAL, chronic diagnosis and treatment pools grow steadily and vaccines grew
about 18 percent, but market growth is high single digit, Q1 FY27 revenue grew only 4.3 percent, and
GLP-1 therapies are disrupting the marketed insulin block

e Pillar 2. Leadership: PASS, margin up from 22 to 27 percent, EPS compounding at about 18
percent, 100 plus launches in 12 years with about 75 planned, and a clean August 2026 chairman
transition; the structural deduction is parent control of pipeline and policy

¢ Pillar 3. Moat: PASS, number two in the Indian market at about 6.3 percent share, top 10 brands
compounding at about 12 percent, narrow therapeutic index trust in Thyronorm and decades-old
brands still earning; the moat stops at partner-owned insulin brands and at therapy shifts

e Pillar 4. Iron Fortress: PASS, borrowings of Rs 172 crore against net worth of about Rs 4,774 crore,
cash of Rs 2,255 crore, ROCE of about 45 percent, asset-light Goa plus third-party manufacturing,
promoters at 74.99 percent with zero pledging

e Pillar 5. Free Cash Flow: PASS, small capex and working capital needs, PAT of Rs 1,552 crore in
FY26 converting to cash that funded a payout of about 90 percent, roughly Rs 1,394 crore, with
borrowings unchanged

Good fit, 4 of 5 pass. The engine's read: Abbott India passes every pillar that describes the business itself:
leadership delivery, brand moat, balance sheet and cash delivery are all top tier for Indian pharma. The
single partial pillar is the weather, not the ship: demand grows steadily rather than fast, and the therapy
underneath its largest marketed block is being redrawn by GLP-1 drugs. That matches the investment
report's 74/100 Selective Positive: the franchise grades higher than the current growth print, and a price
near the 52-week low, at 35.5 times earnings with a 2.5 percent funded yield, pays the holder to wait for
the growth answer.

What changes the grade: Sunrise upgrades to pass if revenue growth returns to high single digits for a full
year with the diabetes block stabilised alongside GLP-1 therapies, and downgrades to fail if the insulin
block declines outright for two consecutive years. Free Cash Flow is re-graded if the payout ever needs
debt or the cash balance to fund it. Moat is re-graded if top-brand share slips materially or Thyronorm
loses its category lead. Leadership is re-graded on delivery of the 75-launch plan and on the terms of any
change to the marketed insulin arrangement, in either direction.
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Sources

e Screener.in company page for ABBOTINDIA, accessed October 21, 2026: profit and loss FY22 to
FY26, balance sheet (net worth about Rs 4,774 crore, borrowings Rs 172 crore, cash and bank Rs
2,255 crore), ratios (ROCE about 45 percent, ROE about 34 percent, debt to equity 0.04),
shareholding (promoters 74.99 percent, zero pledging)

e Company results FY26 and Q1 FY27: revenue Rs 6,929 crore and PAT Rs 1,552 crore in FY26 (EPS
Rs 730.36); Q1 FY27 revenue Rs 1,814 crore up 4.3 percent, PAT Rs 429 crore up 17.1 percent,
operating margin 29 percent

* Broker research (ICICI Securities, BOBCAPS, 2025): top 10 brands compounding at about 12
percent from September 2022 to September 2025, more than 100 launches in 12 years and about 75
planned, vaccine growth of about 18 percent on MAT September 2025, Mixtard and Novomix
slowdown, monthly brand rankings led by Mixtard, Udiliv, Thyronorm, Ryzodeg and Vertin

e Market data: Abbott about 6.3 percent share of the Indian pharmaceutical market, second to Sun
Pharma (IQVIA-based reporting, August 2026); Mounjaro as India's largest brand by value in August
2026

e Governance disclosures: chairman transition August 12 to 13, 2026 (Munir Shaikh to Sudarshan
Jain), Managing Director Kartik Rajendran, unqualified limited review by Walker Chandiok and Co.
LLP, dividend payout about 90 percent in FY26

DalalBytes Research. Estimates labelled as such are DalalBytes modelling. Verified facts are drawn from the sources above as at
October 21, 2026.
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