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Industry Overview: SNAPSHOT

Healthcare Sector: Issue Opens Monday, Dec 13, 2021
The healthcare sector in India primarily includes hospitals, pharmaceutical companies

and pharmacy retail, diagnostic services, medical equipment and supplies, medical Issue Closes Wednesday, Dec 15, 2021
|nsuranFe, tellemedllmlne companies and m.edlcal tourism. Whllst the per capita h(.ealth Price Band (Rs) 780/796

expenditure in India is one of the lowest in the world; with total health expenditure

comprising 3.5% of India’s GDP (and as compared to the global average of 6.5%), Bid Lot 18 shares and multiples thereafter
there is a high potential for growth given an increasing awareness, affordability and

acceptability of health services leading to an increased spending on healthcare. Face Value Rs2

Indian Retail Pharmacy: Listing BSE & NSE

Pharmacy retail comprises primarily of pharmaceutical products, which include OTC Type of Issue Fresh Issue & OFS
and prescription drugs. However, in addition to selling pharmaceutical products and
related services, pharmacy retail stores also sell various FMCG products, wellness
products, consumables and medical devices. As of FY20, the pharmacy retail industry Offer Size (Rs Mn) OFS 7,983
was estimated to be worth approx. Rs1,725bn, and is further anticipated to grow at a

Fresh Issue 6,000

CAGR of ~10% in the next five years; attributed to increasing consumer base and Total 13,983
rising healthcare expenditure, the rising demand for OTC and prescription drugs, *Implied Market Cap

wellness products and private label products and the outbreak of the pandemic. (Rs Mn) 94,962

Retail Channels: P/E (based on FY21 Earnings)* 150.47

(a) Traditional Channels: The traditional Indian pharmacy retail segment
predominantly consists of retail stores operating as family-run medical stores with a *Note: Implied Market Cap & P/E are calculated at upper price
store size in the range of 150-1000 sq.ft. As of FY21, there were around 800,000 such ~ Pand of Rs796

pharmacy stores operating across the country.

(b) Modern Channels: Issue Allocation

= Brick and Mortar (B&M) Stores: The organized retail sector primarily comprises of
B&M stores operated by established players such as Apollo Pharmacy, MedPlus and Reservations % of Net Issue
Wellness Forever, and other smaller players like Emami Frank Ross Pharmacy, QB 50
Thulasi Pharmacy, and Sagar Drugs & Pharmaceuticals (Planet Health). These
players typically open multiple outlets in a city and a regional warehouse nearby to NIB 15
cater to these outlets. Retail 35

—> E-commerce Channel: There has also been rise in sales through the e-commerce
channel with several players such as NetMeds, Tata 1mg and PharmEasy operating Total 100

in this segment through an online only model (e-pharmacy) alongside omni-channel | gmployee Reservation: Rs50mn
platforms of B&M retailers such as Apollo Pharmacy, MedPlus.

—=> Omni-channel presence in organized pharmacy retail: The benefits of operating
an omni-channel retail approach are the ability to deliver a consistent brand
experience, irrespective of the channel used, to meet the customer demand.

Object of the Offer

® |nvestment in to material subsidiary for funding working capital

i t
Evolving Trends in the Pharmacy Retail Industry in India: requirements

Gradual transition towards modern formats (offline + online): Penetration of
modern retail in pharmacy is relatively lower than most other categories except food
and grocery. However modern pharmacy retail is estimated to grow at a rate of 25%,
growing faster than other categories.

Rapid development of online channel: The e-commerce and omni-channel retail is
expected to grow at a CAGR of 44%, with pharmacy e-commerce expected to be one
of the fastest growing segments after food and grocery.

Organized pharmacy retail operates with better unit economics: Pharmacy retail
operates on high inventory turns and can take advantage of economies of scale due
to a reduction in the cost of holding, improving sales per square foot and working
capital efficiency.

Emergence of self-diagnostic devices: India accounts for almost 2% of the global
nutraceutical market, and the Indian nutraceutical market is estimated to be around
Rs532.5bn in FY20, and estimated to be worth approximately Rs1,290bn by FY25 at a
CAGR of 19-20%.

Ecosystem play: Besides dispensing pharmaceutical and FMCG products, modern
pharmacies are now building up a complete ecosystem of related services in order to
acquire customers by offering value-added services like doctors appointments.

® General corporate purposes

Exhibit 01: B&M Retail Market Share-FY21

H Apollo

B MedPlus

B Wellness Forever
B Emami Frank Ross
m Thulasi Pharmacy

Others

Source: Company RHP, Progressive Research
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About the company:

Incorporated in 2006, MedPlus Health Services Limited is India's second-largest pharmacy retailer in terms of the number of stores and operational
revenue for FY21. The company offers pharmaceutical and wellness products i.e. medicines, vitamins, medical devices, test kits and FMCG products
such as home and personal care products, baby care products, sanitizers, soaps, and detergents, etc. It is also the first pharmacy retailer in India to
offer an omni-channel platform wherein customers can purchase products through stores, place orders over the telephone, online orders, and a
Click and Pick facility. The number of stores has grown since the conception of its business and as of 30t Sept, 2021, they have 546 stores in
Karnataka, 475 stores in Tamil Nadu, 474 stores in Telangana, 297 stores in Andhra Pradesh, 224 stores in West Bengal, 221 stores in Maharashtra
and 89 stores in Odisha. The company operates an online sales platform; commenced in 2015, wherein the customers could either visit the
company’s stores or access its offerings online, through the website or mobile application. For FY21, and H1FY22, the company derived Rs2,757mn
and Rs1,586mn of revenue from sales through the online sales channel, respectively. MedPlus operations are primarily distributed between the
Issuer and its subsidiary companies and include the manufacturing and contract manufacturing of private label pharmaceutical, wellness and FMCG
products, wholesale and retail sale, import, distribution and pathology diagnostic laboratory testing. Within the pharmacy retail business, the
company’s product mix primarily comprises of branded pharmaceutical products, private label pharmaceutical products, branded fast-moving
consumer goods and private label consumer goods. For FY21 and H1FY22, over three-quarters of the revenue was derived from the sale of branded
pharmaceutical products (76.8% and 74.9%, respectively), with private label pharmaceutical products including trade generics (5.6% and 6.7%,
respectively), branded fast-moving consumer goods (12.9% and 11.6%, respectively) and private label fast-moving consumer goods (4.8% and
6.9%,respectively) constituting the rest.

Strengths:
(i) India’s second largest pharmacy retailer: The company operate 2,326
stores distributed across Tamil Nadu, Andhra Pradesh, Telangana,

Exhibit 02: Breakup Of The Store Count

Retail Players No. of Stores (as of)
Karnataka, Odisha, West Bengal and Maharashtra as of September 30,
2021. In addition to being the second largest pharmacy retailer, it focuses FY10 | FY15 | FY19 | FY20 FY21 Sept,
on growing and achieving market leadership in the key cities where it 2021
operates. The company has also extended its leadership position from Telangana 181 288 352 365 435 474

offline sales of pharmaceutical products to online sales of pharmaceutical
products. Overall, the large scale of operations, value proposition to [AndhraPradesh 125 152 213 226 263 297
customers, business model with successful track record of expansion
using a distinct cluster-based and replicable store unit expansion
approach alongwith high density store network enhancing omni-channel | Tamil Nadu 101 231 348 373 447 475
proposition and cost efficient operations have driven the growth and have

Karnataka 166 340 457 485 514 546

-t e ; ’ h < West Bengal 22 105 139 148 183 224

allowed the company maintain being profitable, despite its pricing and

discounting strategy. Maharashtra 40 65 93 113 166 221
Odisha 0 18 51 65 73 89

(ii) Established brand and value proposition to customers: The MedPlus
brand has a history and track record of over 15 years, and over a period of | Total 635 1199 | 1653 1775 2081 2326
time it has become a well-established brand that has positioned itself to
stand for genuine and good quality pharmaceutical products that are
offered at affordable prices. The company offers strong value proposition to its customers via value pricing, convenience and fulfillment, 2 hour
delivery capability and engagement. The core of the focus, which the company believes is the driving force behind its success, has been the ability
to consistently deliver compelling value propositions to its customers.

Source: Company RHP, Progressive Research

(iii) High density store network enhancing omni-channel proposition: Commencing in 2015, the customers could either visit the stores or access
offerings online, through the company’s website and mobile application. The customers have multiple options, including (i) purchasing products at
one of the stores, or (ii) placing an order through a telephone call to receive delivery of their purchased products, or (iii) placing an order online to
receive delivery of their purchased products, or (iv) Click and Pick, by placing an order online and picking up their purchased products from one of
the stores. The omni-channel proposition to the customers leverages the existing store networks and supply chain and distribution network to offer
a differentiated offering to the customers. It allows the company to (i) deepen and extend customer reach from, and expand the total addressable
market for, each of our stores, (ii) further enhance “convenience” as one of the core customer value propositions, (iii) lower incremental cost of
operations for online deliveries (as the stores act as branding sites and lower cost of online customer acquisition), and (iv) retain offline and online
customers within the customer ecosystem.

Strategies:

(i) Strengthen the market position: The company intends to increase the penetration of mobile and internet usage in India, and strengthen its
market position by (i) increasing the store penetration and customer reach in existing clusters and (ii) developing new clusters in other states and
cities. For FY21, the company had an aggregate share of approximately 8% of the pharmacy retail market for its key cities in which they operate,
comprising of Hyderabad, Bangalore, Chennai and Kolkata. The company intends to leverage its replicable store roll-out process and well-developed
supply chain and distribution infrastructure to increase the market share in the states in which they already have established clusters, firstly in Tier 1
cities, including Chennai, Bangalore, Hyderabad and Kolkata, and, subsequently in Tier 2 cities and beyond.

Please Turn Over Page No 2
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Strategies (contd.):

(ii) Develop the omni-channel platform with a hyperlocal delivery model: With a further aim to increase the online sales revenue contribution, the
company intends to leverage its store network and focus on deliveries through growing number of larger format stores. The company also aims to
enhance the delivery infrastructure in order to achieve higher rate of online delivery purchases.

(iii) Enhance revenue and increase customer wallet share through continued investment in technology infrastructure: The company intends to
enhance the sales volumes and increase its customer wallet share though continued investment in technology infrastructure, including investing in
and enhancing customer facing mobile application and customer facing features on its website.

Financials:

Leveraging on the omni-channel platform, the company has been actively focusing on online sales since FY20. Over the last two years, the revenue
from the online sales channel has steadily increased and accounted for 6.99%, 8.98%, and 8.44% of the total revenue from operations for FY20, FY21
and H1FY22, respectively. The total operations grew at a CAGR of 16.2% (from FY19-21) from Rs22,727mn to Rs30,693mn in FY21, as opposed to the
Indian pharmacy retail industry, which grew at a CAGR of 7.3% for the same period. MedPlus has accounted for the second highest operational
revenue amongst other major retail pharmacy players in India.

Exhibit 03: Financial Snapshot Exhibit 04: Revenue (Rs in cr) for Retail Players
Parameters (Rs mn) FY19 FY20 FY21 6MFY22 Retail Players FY19 FY20 FY21 CAGR
(FY19-21)

Sales 22,727 | 28,706 | 30,693 18,799 Apollo Pharmacy 3886 4821 5610 20.2%
EBITDA 1,191 1,337 2,167 1,587 MedPlus 2273 2871 3069 16.2%
EBITDA Margin % 52 4.7 7.1 8.4 Wellness Forever 677 863 924 16.8%
PAT 119 18 631 664 API Holdings NA 668 2335 NA

Tata 1Img 202 358 309 23.7%
PAT Margin % 0.5 0.1 2.1 3.5

Emami Frank Ross 405 447 NA NA
EPS 13 0.2 6.0 6.2

Netmeds 302 217 NA NA
RONW (%) 4.1 0.4 8.7 . Thulasi Pharmacy 125 139 NA NA

Source: Company RHP, Progressive Research Source: Company RHP, Progressive Research

Risks and Concerns:

e Failure to properly manage inventories and anticipate demand may impact the financial performance

® Failure to meet customer expectations, needs and requirements may harm the brand and reputation, ability to retain and grow customer base
and operating results

® Changes in the product mix may impact the results of operation

® Changes in prescription drug pricing and commercial terms could adversely affect our operations and financial performance

e Any delay or failure to obtain or renew such required regulatory approvals, registrations or any change in the regulatory environment in relation
to marketing our products in regulated markets may significantly impact our business and strategy

Outlook and Recommendations:

Medplus is the second largest pharmacy retailer in India, in terms of the number of stores as of March 31, 2021, as well as revenues from
operations. It has a strong execution track record of stores expansion, from 48 stores in 2006 to more than 2300 stores in 2021. Value proposition to
customers is in terms of the fast delivery (2-hour delivery), competitive pricing and a wide range across Pharmaceutical and FMCG products. It is the
first pharmacy retailer in India to offer an omnichannel platform i.e. customers can visit the stores or place the order online by mobile application or
website. On the other side, there is the threat of increase in competition, from offline as well as online companies like Apollo Pharmacy, Tata 1mg,
Netmeds etc. The company could face challenges in expanding its retail chain in other geographies than the ones it is already present in.
Maintaining the double digit revenue growth post Covid normalization would also be another challenge. Based on H1FY22 numbers, the IPO is
priced at a EV/EBITDA of 27.5 times and price to sales at 2.5x at the upper price band of the IPO. We are betting on the omnichannel platform that
the company has adopted which will help deliver strong growth going forward. The company is well positioned with strong consumer recall value
and technology driven operations. We recommend Subscribe to the IPO with a long term perspective to see how the efforts actually shape up for
the company.
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DISCLAIMERS AND DISCLOSURES-

Progressive Share Brokers Pvt. Ltd. and its affiliates are a full-service, brokerage and financing group. Progressive Share Brokers Pvt. Ltd. (PSBPL) along with its affiliates are participants in
virtually all securities trading markets in India. PSBPL started its operation on the National Stock Exchange (NSE) in 1996. PSBPL is a corporate trading member of Bombay Stock Exchange
Limited (BSE), National Stock Exchange of India Limited (NSE) for its stock broking services and is Depository Participant with Central Depository Services Limited (CDSL) and is a member of
Association of Mutual Funds of India (AMFI) for distribution of financial products.

PSBPL is SEBI registered Research Analyst under SEBI (Research Analysts) Regulations, 2014 with SEBI Registration No. INHO00000859. PSBPL hereby declares that it has not defaulted with any
stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years. PSBPL has not been debarred from doing business by any Stock Exchange /
SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

PSBPL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views
expressed in this report.

Other disclosures by Progressive Share Brokers Pvt. Ltd. (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company (s)
covered in this report-:

- PSBPL or its associates financial interest in the subject company: NO
- Research Analyst (s) or his/her relative's financial interest in the subject company: NO

- PSBPL or its associates and Research Analyst or his/her relative's does not have any material conflict of interest in the subject company. The research Analyst or research entity (PSBPL) has not
been engaged in market making activity for the subject company.

- PSBPL or its associates actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research
Report: NO

- Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication
of Research Report: NO

- PSBPL or its associates may have received any compensation including for brokerage services from the subject company in the past 12 months. PSBPL or its associates may have received
compensation for products or services other than brokerage services from the subject company in the past 12 months. PSBPL or its associates have not received any compensation or other
benefits from the Subject Company or third party in connection with the research report. Subject Company may have been client of PSBPL or its associates during twelve months preceding the
date of distribution of the research report and PSBPL may have co-managed public offering of securities for the subject company in the past twelve months.

- The research Analyst has served as officer, director or employee of the subject company: NO

PSBPL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our sales people, traders, and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary
trading and investing businesses (if any) may make investment decisions that may be inconsistent with the recommendations expressed herein. In reviewing these materials, you should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, or intended for distribution to or
use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution publication, availability or use would be contrary
to law or regulation or which would subject PSBPL or its group companies to any registration or licensing requirement within such jurisdiction. If this document is sent or has reached any
individual in such country, especially, USA, the same may be ignored. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of PSBPL. All
trademarks, service marks and logos used in this report are trademarks or registered trademarks of PSBPL or its Group Companies. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise
expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Terms & Conditions:

This report has been prepared by PSBPL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential and may not be
altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of PSBPL. The report
is based on the facts, figures and information that are considered true, correct, reliable and accurate. The information is obtained from publicly available media or other sources believed to be
reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All
such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and its at the discretion of the clients to buy or sell or subscribe for
securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. PSBPL will not
treat recipients as customers by virtue of their receiving this report.

Registered Office Address: Compliance Officer:

Progressive Share Brokers Pvt. Ltd, Mr. Shyam Agrawal,

122-124, Laxmi Plaza, Laxmi Indl Estate, Email: compliance@progressiveshares.com,

New Link Rd, Andheri West, Contact No.:022-40777500.

Mumbai—400053, Maharashtra

www.progressiveshares.com | Contact No.:022-40777500.




