Marksans Pharma — A tiger in India’s emerging pharmaceutical industry

Marksans Pharma is riding the wave of India's pharmaceutical dominance and is emerging as a
global powerhouse. As India cements its position as the "pharmacy of the world," Marksans is
leading the charge with cutting-edge R&D, cost-efficient manufacturing, and a strong
international presence. Over the last 19 months Marksans Pharma’s stock price has risen by
318% which largely outweighs the MSCI Indian Index’s return of 56% over the same period in
Rupee terms.

The Indian Pharmaceutical industry

Scale: The Indian Pharmaceutical industry is ripe for growth. Supportive factors include
generating value through higher volumes, increased revenue and employment, and contributing
to export trade. It is anticipated to achieve a market size of AUD $190 billion by 2030, and AUD
$665 billion by 2047".

Low Cost: India has traditionally had a strong pharmaceutical sector, maintaining a low cost of
manufacturing, cost-efficient research and development (R & D) programs, and cheap labour.
Indian pharmaceutical companies can produce high quality medicines at a relatively low price.
India’s pharmaceutical industry has become the medical hub of the world providing cost-
effective treatments with the latest technology enabled by several pathbreaking reforms and
provisions.

R&D: There is a constant push towards innovation and invention for new or improved drugs.
Companies that can leverage robust R & D capabilities and have advanced manufacturing
facilities both domestically and internationally are benefitting through export markets,
particularly where supply chain efficiencies can be maximised.

Marksans Pharma - Experiencing Robust Growth

Marksans Pharma is one of India’s leading pharmaceutical companies, experiencing rapid
growth through their scale, low-cost and R&D.

FY20 FY21  FY22  FY23  Fyaq Yo'
Growth
Revenue Rs. mn 11,342 13,762 14,908 18,521 21,774 13.9%
EBITDA Rs.mn 1,922 3,396 2,589 3,393 4,586  19.0%
Profit Rs. mn 1,207 2,385 1,868 2,653 3,149 21.1%
EPS cps 2.86 5.76 4.51 6.40 6.92 19.3%
Return on Capital Employed % 24.6 32.6 19.8 18.9 21.5
*Source: Marksans Pharma Annual Report FY24
TIBEF
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Global Expansion - the UK/Europe, US and more

Marksans Pharma is creating a competitive advantage over other Indian pharmaceutical
businesses by expanding their product globally. The company is developing a strong market
presence by expanding its business across key international markets. Contract manufacturing
and active product registrations have allowed Marksans to implement strategic manufacturing
facilities and R & D centres in India, the UK and the USA. International manufacturing units
across multiple continents have also allowed for more efficient and capable distribution of
supplies to over 50 countries around the world.

Interestingly, Australia and New Zealand are now over 10% of annual revenue. The company has
partnered with larger retailers and pharmacies to expand its distribution network. Marksans
also acquired Nova Australasia in 2005, a company with a focus on marketing and specialising
in Over the Counter (OTC) and pharmaceutical products in segments like Analgesics,
Antihistamines, Anti-fungal, Anti-Allergy, Dermatology, Essential Oils and Gastrointestinal
products.

Marksans has a product portfolio skewed towards OTC segments and soft gel products, mainly
in the US and UK. It generates 70% from OTC and the remainder from prescription medication.
Marksans has a portfolio of over 300 generic products across 10 therapeutic areas and has a
pipeline of over 120 products.

New Products coming online

The Marksans Pharma stock recently reached a 52-week high, following the announcement that
its wholly owned UK subsidiary Relonchem Limited has secured Marketing Authorisation from
Medicines and Healthcare products Regulatory Agency (UKMHRA) for three products in the
Fluoxetine family, (Fluoxetine is an oral capsule used in the treatment of depression and related
mood and mental disorders).

Earlier this month, Marksans Pharma also announced that Relonchem Limited received
Marketing Authorisation from UKMHRA for the product Levonorgestrel 1.5mg tablets.
Levonorgestrel is a first-line oral emergency contraceptive pill, commonly referred to as the
morning-after-pill.

Last month, Marksans Pharma announced marketing authorisation for Rasagiline Relonchem
1mg tablets, Olmesartan 10mg film-coated tablets, Olmesartan 20mg film-coated tablets, and
Olmesartan 40mg film-coated tablets from UKMHRA. These recent additions to the product line
in the UK will continue to bolster Marksans’ presence in the region and continue the company’s
growth across international countries.

Growth Momentum

Marksans Pharma has built a highly scalable and expanding business in recent years, but a key
focus now is on sustaining growth momentum. The company is taking advantage of global trends
and adapting their positioning strategically to capitalise on opportunities. Three of these global
trends are worth highlighting:
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1. There has been a growing acceptance of using pharmaceutical drugs manufactured and
produced out of emerging and developing countries. Marksans has used this acceptance to
geographically expand their business and grow their consumer base.

2. To combat supply chain disruptions and the rising input costs for manufacturers. Marksans
has developed a business model that is forward-integrated and now has manufacturing units
in three different countries. This allows the company to achieve economies of scale and
leverage enhanced cost inefficiencies, which counteracts increased input costs and supply
chain disruptions.

3. The need for a broad product line to serve a greater number of customers in the
pharmaceutical industry. This has been addressed at Marksans by manufacturing a wide
range of dosage forms of their products. This has allowed Marksans to serve a diverse
customer base from the elderly to infants, without compromising drug efficacy.

Marksans Pharma - share price since purchase
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Source : Yahoo Finance. Graph of stock price, indicating India Avenue Equity Fund initial buy point. Average buy
price is Rs.75. Returns calculated are in INR terms.

The India Avenue Equity Fund has benefitted from the share price growth of Marksans Pharma,
investing almost 20 months ago at an average buy price of Rs.75. The stock now trades closer to
Rs.300, supported by the increasing footprint of India’s Pharmaceutical sector on the world
stage.
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Disclaimer

This Note (‘Note’) has been produced by India Avenue Investment Management Limited (‘l1AIM’) ABN 38 604
095 954, AFSL 478233 and has been prepared for informational and discussion purposes only. This does
not constitute an offer to sell or a solicitation of an offer to purchase any security or financial product or
service. Any such offer or solicitation shall be made only pursuant to a Product Disclosure Statement,
Information Memorandum, or other offer document (collectively ‘Offer Document’) relating to an IAIM
financial product or service. A copy of the relevant Offer Document relating to an IAIM product or service
may be obtained by writing to us at IA@indiaavenue.com.au or by visiting www.indiaavenue.com.au.This
Note does not constitute a part of any Offer Document issued by IAIM. The information contained in this
Note may not be reproduced, used, or disclosed, in whole or in part, without the prior written consent of
1AIM.

Past performance is not necessarily indicative of future results and no person guarantees the performance
of any IAIM financial product or service or the amount or timing of any return from it. There can be no
assurance that an IAIM financial product or service will achieve any targeted returns, that asset allocations
will be met or that an IAIM financial product or service will be able to implement its investment strategy and
investment approach or achieve its investment objective.

Statements contained in this Note that are not historical facts are based on current expectations,
estimates, projections, opinions and beliefs of IAIM. Such statements involve known and unknown risks,
uncertainties and other factors, and undue reliance should not be placed thereon. Additionally, this Note
may contain “forward-looking statements”. Actual events or results or the actual performance of an IAIM
financial product or service may differ materially from those reflected or contemplated in such forward-
looking statements. Any trademarks, logos, and service marks contained herein may be the registered and
unregistered trademarks of their respective owners. Nothing contained herein should be construed as
granting by implication, or otherwise, any license or right to use any trademark displayed without the written
permission of the owner.

Certain economic, market or company information contained herein has been obtained from published
sources prepared by third parties. While such sources are believed to be reliable, neither IAIM nor any of its
respective officers or employees assumes any responsibility for the accuracy or completeness of such
information. None of IAIM or any of its respective officers or employees has made any representation or
warranty, express or implied, with respect to the correctness, accuracy, reasonableness or completeness of
any of the information contained in this and they expressly disclaim any responsibility or liability, therefore.
No person, including IAIM has any responsibility to update any of the information provided in this Note.
Neither this Note nor the provision of any Offer Document issued by IAIM is, and must not be regarded as,
advice or arecommendation or opinion in relation to an IAIM financial product or service, or that an
investmentin an IAIM financial product or service is suitable for you or any other person. Neither this Note
nor any Offer Document issued by IAIM considers your investment objectives, financial situation, and
particular needs. In addition to carefully reading the relevant Offer Document issued by IAIM you should,
before deciding whether to invest in an IAIM financial product or service, consider the appropriateness of
investing or continuing to invest, having regard to your own objectives, financial situation, or needs. IAIM
strongly recommends that you obtain independent financial, legal and taxation advice before deciding
whether to invest in an |AIM financial product or service.
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