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The federal cabinet on the recommendation of the Ministry of National Health on 6™ Feb’24 approved Exhibit: Drug prices vs. Average CPI
the proposals regarding deregulation of the prices of the medicines which were not included in the
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national list of essential medicines, as per the news report. 35%
= Under these proposals, prices of medicines other than essential medicines in the national list will be 30% 29%
exempted from the Drugs Act, 1976 and necessary amendments will be made in the Drug Pricing 559
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Policy 2018. 21%
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= As per the Drug Policy 2018, the market retail price of pharmaceutical products became linked to the
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Consumer Price Index (CPI) on July 1, 2018. This pricing mechanism enables pharmaceutical 11%11% 11% 9%
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companies to notify the Drug Regulatory Authority of Pakistan (DRAP) of price increases 30 days in
. . 5%
advance without the need for prior approval. &
= The DRAP pricing policy 2018 classifies drugs into two categories: essential and non-essential. 0%
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Essential drug prices can be increased by up to 70% of the annual CPI or a maximum of 7%. Onthe o - (s): PBS, AHL Research
other hand, for non-essential drugs, prices can be increased by the full annual CPI, with a maximum
allowable limit of 10%.
= To recall, in May’23, the Cabinet approved a one-time dispensation, allowing manufacturers and
importers to increase the MRPs of essential drugs and biologicals by up to 70% of the increase in
CPI, capped at 14%. For non-essential biologicals, the MRP increase is linked to the rise in CPI,
capped at 20%, based on the average CPI from Jul'22 to Apr'23.
= |t is expected that the implementation of the cabinet’'s approval will have a positive impact on the
profitability of pharmaceutical companies including HALEON, ABOT, AGP and HINOON with a

significant proportion of non-essential products.
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Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This publication is intended only for distribution to the clients of the Company who are
assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and
objectivity, AHL does not represent that it is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. The information given in this document is as of the
date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required
from time to time. However, AHL is under no obligation to update or keep the information current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past
performance is not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user assumes the entire risk of any use made of this information. Each
recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to
determine the merits and risks of such investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.
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