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Supreme court slams drug markups; order reserved  
Supreme Court comments on 27 Oct 2026 hearing: 

▪ The 27 Oct 2026 Supreme Court hearing questioned the government over the 

significant gap between the maximum retail price (MRP) of medicines and the 

prices at which retailers purchase them, asking why the system appeared to 

favor pharmaceutical manufacturers.      

▪ The Supreme Court observed that the National Pharmaceutical Pricing 

Authority (NPPA) seems to be a "totally defunct" body.   

▪ The court referring to the massive difference in the prices blamed the 

government to allow this to happen. The court commented, “it is under the 

government's own eyes that it is happening.” 

▪ The court warned the government against allowing medicine pricing to “run 

amok,” emphasizing that the issue could not be treated merely as an economic 

policy matter. 

▪ The court also questioned the effectiveness of the Drugs Prices Control Order 

(DPCO), 2013, which provides the framework for regulating medicine prices 

in India. 

▪ The court highlighted that affordability must be assessed in the context of the 

country’s low per capita income. 

▪ Rebuking hospitals and the government for allowing such steep markups, the 

court said hospitals must find other means to sustain their operations and 

survive through other means. This was the response to argument made by 

advocate representing hospitals.  

▪ The court reserved its order in the matter after hearing the submissions and 

next date will communicate later. All parties are required to file written briefs 

within two weeks.      

Government of India response: 

▪ The government responded the court that medicine prices in India were 

among the lowest in the world. The government-maintained stance that it is 

continuously reviewing its policy, seeking to balance competing interests.  

The government also submitted that the government's policy was not to 

control the entire pharmaceutical ecosystem.  

▪ The government informed the court that its decision to cap trade margins on 

anti-cancer drugs at 30% applies to their MRP and not the price at which 

retailers procure the medicines. 

Hospital response: 

▪ Private hospitals were necessary because the public healthcare system was 

overstretched. A substantial portion of private hospitals' revenue came from 

insurance and government schemes (CGHS) contributes ~70%, and 30% is 

out-of-pocket by patients. 

▪ Hospitals could not rely on patients bringing medicines purchased from 

outside, citing concerns about spurious drugs and the costs of maintaining 

around-the-clock infrastructure.  

Our view:  

▪ The Supreme Court has reserved its order after sharply criticizing markups 

of 100-200x on medicines and questioned why the Centre’s 30% trade margin 

cap on anti-cancer drugs is not extended to other medicines. The hearing 

produced nothing incrementally negative. We note from the court hearing, 

that it is not against manufacturers. India Pharma looks largely insulated as 

30% trade margin is on MRP.         

▪ We have a BUY on Apollo Hospitals and ADD on Aster DM and Max 

Healthcare. 
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Price history 

   

Rating Criteria   

BUY: >+15% return potential 

ADD: +5% to +15% return potential 

REDUCE:   -10% to +5% return potential 

SELL:      >10% Downside return potential 
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