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Sector Overview

The Pharmaceutical and Biotech sector was on the move in May
with the IIR Pharma & Biotech Index up 11.4% for the month.
This follows the 31.7% increase in April after rebounding from
the 18.5% decline in March, when the brunt of the coronavirus
sell-off was felt. The 46.8% rise across April and May has been
well above the broader market with the ASX All Ordinaries Index
increasing 15.1% over the last two months and slightly above
the S&P/ASX Emerging Companies Index rise of 42.9% from 31
March to 31 May. Of the 139 stocks currently in the IIR Pharma
& Biotech Index, 58% (80) of stocks increased over the month of
May.
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The top ten constituents of the IR Pharma & Biotech Index
account for 64.3% of the index as at 31 May 2020. As such
movements in these stocks will have a significant impact on the
index. The top 10 constituents were significant contributors to
the rise in the index over May with the top 10 rising 13.4%. Over
the two months from 31 March 2020 to 31 May 2020, of the top
10 constituents MSB has been the best performer from a share
price perspective, up 188.8%, followed by PAR (+81.8%) and PNV
(+71.3%). Whilst it has recovered from its March lows, AVH was
the only company in the top 10 that saw the share price fall over
the two month period, declining 6.9%.

Top 10 Constituents of IR Pharma & Biotech Index at 31 May 2020

Company ASX Code % Weighting
Pro Medicus Limited PME 13.7%
Nanosonics Limited NAN 10.0%
Mesoblast Limited MSB 9.9%
Polynovo Limited PNV 8.3%
Clinuvel Pharmaceuticals Limited Cuv 5.5%
Avita Medical Ltd AVH 4.6%
Opthea Limited OPT 3.7%
Mayne Pharma Group Limited MYX 3.3%
Paradigm Biopharmaceuticals Limited PAR 3.0%
Medical Developments International Limited MVP 2.4%

Pharma and Biotech Stocks on the Move

Impact of Coronavirus

The coronavirus pandemic has seen unprecedented measures put
in place, the ramifications of which has stretched far and wide.
Pharma and biotech has been not been immune to the impacts of
coronavirus. One of the key disruptions has been delays to clinical
trials with access to participants restricted and hospital resources
prioritised for coronavirus patients. Some trials have been tem-
porarily suspended while others have continued but the rate of
enrolment has slowed significantly, with the exception of Covid-19
vaccine and therapeutic trials which have been prioritised and fast-
tracked. Lock down measures have also resulted in a reduction of
staff at research laboratories and pathology labs have experienced
a significant decline in routine testing as people steer clear of
medical centres.

While the sector has experienced disruption we have seen biotech
companies step up to the challenge with a rapid response to
Covid-19. Biotech companies globally are responding to coronavirus
faster than they ever have, as highlighted in the below chart. And
it's not only vaccines, there's also been a swift response in the
development of diagnostics and potential therapeutics. According
to the World Heath Organisation (WHO), at 30 May there were 10
vaccines in clinical trials and 121 candidate vaccines in preclinical
evaluation.

VACCINE DEVELOPMENT: Months from viral genetic-sequence selection
to first human study
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Capital reserves have been a key concern on the back of the
coronavirus. We have seen a number of companies tap the market
in recent months for capital to boost their balance sheets. MSB
recently completed a US$90m capital raising, COH completed an
$800m raising and PAR raised $35m just to name a few. A large
number of the companies in the sector are in the research and
development phase and therefore are generating little-to-no rev-
enue. As such they are heavily reliant on capital raisings to continue
development of their products. While some companies have signifi-
cant cash reserves to weather the coronavirus storm, there are a
number of companies that have low levels of cash and will need to
successfully raise capital to continue operations.

1. The IIR Pharma & Biotech Index is a market capitalisation weighted index and currently includes 139 stocks across the Pharmaceutical, Biotech, Health Care Suppliers, Health Care and

Equipment, Health Care Technology and Life Sciences GICs sectors. The index excludes the five largest companies in these sectors being ANN, COH, CSL, FPH and RMD.
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Below we look at stocks that have recently made notable
announcements resulting in positive share price movements.
These include Mesoblast Limited (ASX: MSB), Prescient
Therapeutics Limited (ASX: PTX), THC Global Group Limited (ASX:
THC) and Emvision Medical Devices Ltd (ASX: EMV).

Mesoblast Limited (ASX: MISB)

MSB's share price continued to rise in May, up a further 19% after
increasing 142.6% in April. The share price increase comes after
the FDA accepted remestemcel-L for priority review with an action
date of 30 September 2020 and the company received clearance
for an IND from the FDA for remestemcel-L to treat patients with
acute respiratory distress syndrome (ARDS) caused by Covid-19.
Remestemcel-L is being developed for various inflammatory
conditions and is believed to counteract the inflammatory process
implicated in these diseases by down regulating the production

of pro-inflammatory cytokines, increasing production of anti-
inflasmmatory cytokines, and enabling recruitment of naturally
occurring anti-inflammatory cells to involved tissues.

Remestemcel-L was made available for compassionate use

and in a planned randomised controlled trial. An initial trial of
remestemcel-L on Covid-19 patients on a ventilator showed an
83% survival rate with 75% of the patients successfully coming
off ventilator support within a median of 10 days. This compared
to only 9% of ventilator dependent Covid-19 patients coming

off ventilators with standard care treatment and a 12% survival
rate. The company has commenced a Phase II/Ill trial in up to
300 ventilator dependent Covid-19 patients evaluating whether
remestemcel-L can reduce the mortality rate of patients with
moderate/severe ARDS. The company is enrolling patients in

up to 30 sites throughout the US. Enrolments for the trial are
expected to be complete in three to four months with interim
analysis planned that may see the trials finish early due to either
success or failure. During May, the company secured US$90
million in funding via a placement of 43 million shares to existing
and new institutional shareholders at a price of $3.20 per share (a
7% discount to the share price at close of trading on 8 May, last
trading day before company went into a trading halt for the capital
raising announcement. The proceeds will be used to scale-up
manufacturing of MSB'’s remestemcel-L product as well as working
capital and general corporate expenses.

According to worldometers.info at 2 June, 53,402 (2%) of active
cases) are classified as serious or critical. 16,949 of these cases
being in the US. The US has double the rate of severe or critical
cases than Brazil, the country with the second most severe or
critical cases at 8,318. There is an immediate need for improved
outcomes for ventilator dependent Covid-19 patients with the
extent of the longerterm need to be determined by the success or
failure of the quest for a vaccine.

Prescient Therapeutics Limited (ASX: PTX)

PTX opened 31.1% higher when it came out of its trading halt on
26 May announcing it had entered into an exclusive global licensing
agreement with the University of Pennsylvania (UPenn) for a
universal immune receptor (UIR) platform and a non exclusive
licence with Oxford University to use the Spy Tag/SpyCatcher
molecular binding system employed by the UPenn platform. The
company intends to build a universal cell therapy platform called
“OmniCAR" for next generation cell therapy, with a focus on
CAR-T.
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The OmniCAR platform could be a game changer for the
company with UIR's considered to be the next generation of
CAR-T cell therapy with the potential to alleviate a number of
the limitations with the current CAR-T treatments. The platform
is currently in pre-clinical trials and PTX intends to undertake
both internal and external development of the platform. While
UIRs have the potential to alleviate some of the issues currently
being experienced with the use of CAR-Ts we note that UIRs
will encounter their own set of unique challenges through the
development phase.

Compensation for the licence agreements was not disclosed

by PTX, however, the CEO stated on the investor call that the
deal was largely back-ended with a minimal up-front payment
negotiated. As such, the company will be able to fund the upfront
payment and initial development through existing cash reserves.

Sienna Diagnostics Limited (ASX: SDX)

During April, SDX announced a merger agreement with BARD1
Life Sciences Ltd (ASX: BD1), a cancer diagnostics business.
Under the terms of the agreement, BD1 will acquire 100% of
the issued shares in SDX. SDX shareholders will receive 13
BD1 shares for every 5 ordinary fully paid shares held in SDX.
The offer valued SDX shares at $0.06 per share based on BD1's
share price of $0.023 at 6 April 2020. The offer of $0.06 per share
represented a 172.7% increase on the trading price of $0.022
prior to the announcement. The share price jumped after the
announcement to reflect the merger valuation. Shareholders
will vote on the merger at the SDX shareholder meeting to be
held in June 2020. The Board has unanimously recommended
to shareholders to accept the offer in the absence of a more
attractive offer and subject to the Independent Expert report.

Subsequent to the merger announcement, SDX announced

that it obtained an exclusive worldwide licence to develop

and commercialise SubB2M, a unique cancer probe, from the
University of Adelaide. SubB2M binds to a unique sugar molecule
only present in cancer cells. In pilot clinical studies, SubB2M
detected cancers with 100% sensitivity and specificity for mid-to-
late stage cancers and >95% specificity and 100% sensitivity for
early stage cancers. There is the potential to combine SubB2M
with BD1's cancer tissue specific technology to provide the basis
for a new highly sensitive and specific assay for the screening

of serum and other bodily fluids from individuals at high risk of
certain cancers, including breast and ovarian.

The company also announced that it has signed exclusive
distributor agreements in New Zealand and Israel for the sale of
SDX's hTERT IVD to pathology labs to assist with the diagnosis of
bladder cancer. At the end of May, SDX was trading at 74 cents
per share, a 236.4% increase from 31 March 2020.

THC Global Group Limited (ASX: THC)

THC experienced a 20% share price rise over May. During the
month, the company announced the acquisition of Tetra Health,

a clinic network in Australia that facilitates access to medicinal
cannabis. Tetra Health has a network of over 600 referring
physicians, 30 prescribing physicians and a national network

of dispensing pharmacies and has over 1,100 active patients in
Australia with prospective patients in excess of 10,000. Tetra
Health will continue to be a product agnostic solution for patients
and medical professionals post acquisition. Total consideration for
the Tetra Health is $2.5m in THC shares and $500,000 in cash to
be paid to the vendors over 6 months plus 5m unlisted options
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exercisable at $0.40 with an expiry date two years after issue. The
acquisition has been completed. The acquisition of Tetra Health
advances THC's footprint in the medicinal cannabis industry across
the supply chain.

During May, the company also announced that its medicinal
cannabis product is now available via prescription in Australia. The
full-spectrum cannabidiol (CBD) medicine to be distributed under the
Canndeo brand was entirely produced in Australia using cannabis
sourced from the company’s Bundaberg cultivation facility and
manufactured at the company's Southport Facility, a fully TGA GMP
licenced facility. The company will continue to progressively roll-out
its products over the coming months for both the Australian and
international market.

Emvision Medical Devices Limited (ASX: EMV)

EMV charged through its 52 week high during May to be trading

at $1.335 per share at 31 May, up 57% over the month. EMV
commenced a clinical trial in January 2020 for EMV'’s portable

brain scanner for stroke and traumatic brain injury diagnosis and
monitoring. The primary objective of the clinical trial will be to
collect imaging data from stroke patients that allows refinement and
selection of the optimal imaging algorithms as well as early data

on correlation with CT and/or MRI. The clinical trial will provide the
company learnings and the ability to explore the potential of EMV's
technology for diagnosing and monitoring time sensitive neurological
disorders at the point of care, which is not possible at present. The
company seeks to improve patient survival and other outcomes
through the use of its technology. The company temporarily
suspended its clinical trial in April as a result of the coronavirus,
which was subsequently recommenced in May. The company is well
capitalised with in excess of $6m in cash after the company raised
$4.5m in a capital raising in November 2019.
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WHO IS IIR?

Independent Investment Research, “IIR”, is an independent investment research house based in Australia and the United States. IIR specialises in the analysis of high quality commissioned
research for Brokers, Family Offices and Fund Managers. IR distributes its research in Asia, United States and the Americas. IIR does not participate in any corporate or capital raising
activity and therefore it does not have any inherent bias that may result from research that is linked to any corporate/ capital raising activity.

1IR was established in 2004 under Aegis Equities Research Group of companies to provide investment research to a select group of retail and wholesale clients. Since March 2010, IIR (the
Aegis Equities business was sold to Morningstar) has operated independently from Aegis by former Aegis senior executives/shareholders to provide clients with unparalleled research that
covers listed and unlisted managed investments, listed companies, structured products, and IPOs.

1IR takes great pride in the quality and independence of our analysis, underpinned by high caliber staff and a transparent, proven and rigorous research methodology.

INDEPENDENCE OF RESEARCH ANALYSTS

Research analysts are not directly supervised by personnel from other areas of the Firm whose interests or functions may conflict with those of the research analysts. The evaluation and
appraisal of research analysts for purposes of career advancement, remuneration and promotion is structured so that non-research personnel do not exert inappropriate influence over
analysts.

Supervision and reporting lines: Analysts who publish research reports are supervised by, and report to, Research Management. Research analysts do not report to, and are not supervised by,
any sales personnel nor do they have dealings with Sales personnel

Evaluation and remuneration: The remuneration of research analysts is determined on the basis of a number of factors, including quality, accuracy and value of research, productivity,
experience, individual reputation, and evaluations by investor clients.

INDEPENDENCE — ACTIVITIES OF ANALYSTS
IIR restricts research analysts from performing roles that could prejudice, or appear to prejudice, the independence of their research.

Pitches: Research analysts are not permitted to participate in sales pitches for corporate mandates on behalf of a Broker and are not permitted to prepare or review materials for those pitches.
Pitch materials by investor clients may not contain the promise of research coverage by IIR.

No promotion of issuers’ transactions: Research analysts may not be involved in promotional or marketing activities of an issuer of a relevant investment that would reasonably be construed

as representing the issuer. For this reason, analysts are not permitted to attend “road show” presentations by issuers that are corporate clients of the Firm relating to offerings of securities or
any other investment banking transaction from that our clients may undertake from time to time. Analysts may, however, observe road shows remotely, without asking questions, by video link or
telephone in order to help ensure that they have access to the same information as their investor clients.

Widely-attended conferences: Analysts are permitted to attend and speak at widely-attended conferences at which our firm has been invited to present our views. These widely-attended
conferences may include investor presentations by corporate clients of the Firm.

Other permitted activities: Analysts may be consulted by Firm sales personnel on matters such as market and industry trends, conditions and developments and the structuring, pricing and
expected market reception of securities offerings or other market operations. Analysts may also carry out preliminary due diligence and vetting of issuers that may be prospective research
clients of ours.

INDUCEMENTS AND INAPPROPRIATE INFLUENCES

IIR prohibits research analysts from soliciting or receiving any inducement in respect of their publication of research and restricts certain communications between research analysts and
personnel from other business areas within the Firm including management, which might be perceived to result in inappropriate influence on analysts’ views.

Remuneration and other benefits: IIR procedures prohibit analysts from accepting any remuneration or other benefit from an issuer or any other party in respect of the publication of research
and from offering or accepting any inducement (including the selective disclosure by an issuer of material information not generally available) for the publication of favourable research. These
restrictions do not preclude the acceptance of reasonable hospitality in accordance with the Firm's general policies on entertainment, gifts and corporate hospitality.

DISCLAIMER

This publication has been prepared by Independent Investment Research (Aust) Pty Limited trading as Independent Investment Research (“IIR”) (ABN 11 152 172 079), an corporate authorised
representative of Australian Financial Services Licensee (AFSL no. 410381. IIR has been commissioned to prepare this independent research report (the “Report”) and will receive fees for its
preparation. Each company specified in the Report (the “Participants”) has provided IIR with information about its current activities. While the information contained in this publication has
been prepared with all reasonable care from sources that IIR believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused.
In the event that updated or additional information is issued by the “Participants”, subsequent to this publication, IIR is under no obligation to provide further research unless commissioned to
do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IIR as at the date of publication and may change without notice. IR and each Participant in the
Report, their officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law. This
publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. Any opinion contained in the Report is unsolicited
general information only. Neither IR nor the Participants are aware that any recipient intends to rely on this Report or of the manner in which a recipient intends to use it. In preparing our
information, it is not possible to take into consideration the investment objectives, financial situation or particular needs of any individual recipient. Investors should obtain individual financial
advice from their investment advisor to determine whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, financial situation
or particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any person(s) who is resident of any other
country. This document does not constitute an offer of services in jurisdictions where IIR or its affiliates do not have the necessary licenses. |IR and/or the Participant, their officers, employees
or its related bodies corporate may, from time to time hold positions in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such
securities. [IR and the Participant, their directors and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or other benefits from the securities
mentioned in this publication.

IR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or
otherwise in connection with making any statements and/or recommendation (if any), contained in this Report. IR discloses that from time to time it or its officers, employees and related
bodies corporate may have an interest in the securities, directly or indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the
companies mentioned in this publication; may affect transactions which may not be consistent with the statements and/or recommendations (if any) in this publication; may have directorships
in the companies mentioned in this publication; and/or may perform paid services for the companies that are the subject of such statements and/or recommendations (if any).

However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report. The information
contained in this publication must be read in conjunction with the Legal Notice that can be located at http://www.independentresearch.com.au/Public/Disclaimer.aspx.



