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Broadvector IPO Profile

Broadvector isatherapeutic product devel opment company based in Melbourne, which
was originally incorporated as EIm Biotech on 13 November 2007. It entered into a
share acquisition agreement to acquire all the issued capital of Biotech Equity Part-
ners (BEP) on 28 September 2009. BEP was formed in March 2005.

Broadvector is seeking to raise aminimum of $5 million and a maximum of $8.5 mil-
lion, issuing (at 20 cents) a minimum of 25 million shares or a maximum of 42.5
million. Under the offer, one 25 cent option will be granted (expiring June 30, 2013)
for every four sharesissued through the 1PO.

The company completed a pre-I PO capital raising, with $0.8 million being received.

On completion of the offer, the indicative capitalisation of Broadvector will be $19.5
millionif themaximumfundsareraised, or if theminimumisraised, theindicativecapitali-
zationwill be$16 million.

Application of Funds

Broadvector will apply the funds it raises under the PO to initiate a Phase | prostate
cancer trial ($2.3 million), gain assignment of IP for the Aseptic Loosening applica-
tion of GDEP technology ($0.4 million) and addressworking capital requirementsfor
18 months ($2.3 million).

If maximum funds arerai sed the company expectsto fund the manufacture of material for
aPhasellaAseptic Loosening trial and commencethat trial ($2.7 million) and address
working capital requirementsfor 24 months.

Gene Directed Enzyme Pro-drug Technologies

Broadvector has brought together two Gene Directed Enzyme Pro-drug Technologies
(GDEPT). Inessence, avector (typically avirusthat is modified to make it harmless)
is engineered to contain a'cassette’ which contains the gene or genes required for the
therapeuticintervention.

While the approach is classified as gene therapy, unlike gene therapies that seek to
permanently replace defective genes, this form of gene therapy is transient, with for
example, the Ovine Atadenavirus (OAdV) vector that carry the genes used to trigger a
therapeutic effect not thought to replicate in human cells or become part of the human
genome or interact with human adenoviruses.

— Cont'd over

Most Recent Biotech IPOs
Company Code Funds Issue CMP Gain/loss First

Raised Price Traded |
Austofix AYX $3.0 $1.50 $0.95 -37% 27/02/2008
Genera Biosystems GBI $5.0 $0.50 $0.48 -4% 11/06/2008
Fluorotechnics FLS $8.0 $1.00 $0.09 -92% 30/10/2008
Chio CBZ $7.1 | $1.00 | $0.22 | -78% | 15/02/2010
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The vector is injected into the site of interest after which the
gene expresses a protein (an enzyme) that acts on a chemical
(termed a pro-drug) also administered by injection to the site.
Theenzyme convertsthe pro-drug into an active form which then
actsto destroy cells of diseased tissue.

Thetechnology addressesthe problems of dosing and specificity
inanovel way, overcoming the problem of systemic dosing of a
high order (and concomitant side effects).

Early Stage/Localised Prostate Cancer Therapy
Broadvector is a developing a treatment for localised or early
stage prostate cancer, which is different to advanced prostate
cancer in which the cancer has spread to other parts of the body.
Advanced prostate cancer isusually treated by hormonetherapy.
Recently, Dendreon’ s Provenge was approved for the treatment
of late stage hormone refactory prostate cancer.

The issue with prostate cancer therapy derives from the prob-
lems of incontinence and impotence that are caused by current
treatment approachesfor early stage, localised prostate cancer.
Current treatments include surgery to remove the prostate, ra-

diation therapy and brachytherapy. Although these approaches
are reasonably effective, the side effects are debilitating.

Broadvector’'s prostate cancer therapy uses the Ovine
Atadenavirus(OAdV) asavector. A gene cassette engineered into
the vector contains two genes that express proteins that make
the prostate tissue more amenable to treatment (PSME and
Pb430), the gene (PNP) that expresses an enzyme that activates
the pro-drug fludarabine, and afina gene (BGH) that terminates
the expression of proteinsfrom the gene cassette (an of f switch).

The active form of fludarabine is 2-flouroadenine. In interferes
with DNA and RNA in tumour cellsto cause cell death.

According to Broadvector, more than half amillion men ayear
develop prostate cancer in Western countries. In the US, pros-
tate cancer represents 33% of all cancers diagnosed in males,
with roughly three-quarters diagnosed at an early stage asare-
sult of screening programs.

Broadvector is set to commence a Phase | trial at St Vincent's
Hospital in Sydney, recruiting between 18-21 patients.

Capital Structure - Broadvector

Asceptic Loosening Therapy
Asceptic Loosening (AL) isacondition that fol -

lows after the implantation of prosthetic hip

Management/Staff Options 1.50

Total 30.20 34.58

Shares - fully diluted 132.16

*Biotech Equity Partners

Shares (M) as % of Sub-total/Total
Existing shareholders of BEP* 17.86 36%  22%  18% joints. Loosening occurs because metal and other
Unsecured convertible note holders in 11.25 23%  14%  12% polymer par'tlcles degrade from the hl p compo-
ACN 123 727 720 Pty Ltd nents and stimulate inflammation which causes
CSIRO 1461 o 18%  15% the bone to degrade into soft tlsasge: Overtl_me,
Creditors of BEP 6.28 13% 8% 6% the bone becomes loose and the fix' of the im-
Sub-fotal  50.00 —100% plant ceases to function properly. Secondary or
Pre-IPO Capital Raising  5.08 6% 5% revision hip surgery isan expensive and time con-
suming option that has reduced rates of success.
New Shareholders (Min Sub.) 25.00 31%
New Shareholders (Max Sub.) 42.5 44%
Broadvector's AL therapy usesthe CTL 102 vec-
0, 0, . . . . .
Total 8008 97.58 100% 100% | tor, delivered by injection, to deliver the
nitroreductase enzyme to the inflamed, soft-tis-
Shareholdings re-stated for Director Interests ] _ i
including Pharmabank Unit Trust (assoc. with 17.60 22%  18% sue, site. Asrna” molecu!e pro drug’ CB1954is
Wayne Millen) also administered to the site, whereupon, the en-
including CEO Andrew Bray 1.30 16%  1.3% zyme converts CB1954 into its active form and
Towl 50.08 9758 T00%  100% the soft tissue is destroyed, then evacuated or
_ flushed out from around the bone and filled with
e abone cement. Thisavoids customary expensive
Pre-IPO Options ($0.25 exp 30-6-13) 1.27 and risky revision surgery.
Unsecured convertible note holders in 2.18 i . i .
ACN 123 727 720 Pty Ltd Todate, 12 patientsat the Univer sity of Leiden
IPO Options ($0.25 exp 30-6-13) M edical Centre have been treated in a Phase |
New Shareholders (Min Sub.) 6.25 trial with this approach. The SUdy showed that
New Shareholders (Max Sub.) 10.63 CTL102-GDEPT demonstrated a good safety
Listed Broker Options - up to - ($0.25 exp 30-6-13) 10.00 proflle, that subsequent m] ectionsof orthopedl c
cement could be performed successfully, and that
Pharmabank Options ($0.25) 9.00

higher dose recipients of the vector, in conjunc-
tionwithalower dose of CB1954, became more
mobile.

The AL market opportunity is attractive because
more than 1 million hip implants are performed

— Cont'd on page 5
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Biota Holdings — Inavir Receives Approval in Japan

Biota's (BTA: 93.5 cents) partner, Daiichi Sankyo, hasreceived
marketing approval of Inavir, along acting neuraminidaseinhibi-
tor. Biotawill receive a roydty from sales of Inavir, which we
estimate will be asingle digit royalty (revised estimate of 4%).
The drug will compete directly against Relenza and Tamiflu. It
has a significant product advantage in that it only needs to be
taken once, compared to 10 times (twicedaily for five days) with
Relenzaor Tamiflu.

The market for neuramindase drugs in Japan we estimate at
US$100 million ayear although this did spike to US$250 mil-
lion during the recent influenza pandemic.

The royalty flow from Japanese sales we expect will be small.
However, the bigger impact of the Japanese launch for the forth-
coming Japanese flu season will be to see how the drug com-
petes with the incumbent products and how the drug isreceived
by consumers and healthcare practitioners. If the drug can make
quick inroads into the neuraminidase market in Japan, then the
prospects of aglobal licensing deal for this drug outside of Ja-
pan should improve.

A once-only flu treatment in our view should have atremendous
appeal over competing products that need to be taken 10 times.
Remembering that the Tamiflu product seized thelion's share of
this market over Relenza because atablet was preferred over an
inhaled product, Inavir potentially offersafar greater appeal over
Tamiflu and certainly over Relenza. The challenge isto educate
the market that has becomefamiliar with existing products.

In 2009 Daiichi Sankyo completed aPhaselll study with Inavirin
1,000 peoplewho had acquired fluinfection naturally. Two differ-
ent doses of Inavir, delivered just once, both showed to be as
effectivein treating the flu as Tamiflu delivered twice daily over
fivedays. A similar Phase I1/111 trial was also completed in 180

children confirming the sameresults. Thissecondtrial also showed
atrendtofaster aleviation of flu symptomsthan Tamiflu. Inlabo-
ratory trials Inavir has aso shown to be effective against the re-
cent swineflustrain.

Excluding the stockpiling market for these drugs, the seasonal
market is estimated to be worth around US$750 million a year.
Biotaand Daiichi Sankyo equally share the rights outside of Ja
pan. To bring the drug to market outside of Japan, further Phase
Il studies, in Europe and the US, would be required. A royalty
rateof at least 15% we estimate could be negotiated, whichwould
deliver Biotaaroyalty of at least 7.5% for the major markets.

Biota is currently in licensing discussions for the rest of the
world product rights to Inavir. We don't expect adeal to be se-
cured until at least the end of the forthcoming northern hemi-
sphere flu season, at which point the potential of Inavir against
the incumbent Relenza and Tamiflu drugs will be better known.

Near-term Drivers

Biota Holdings has three clear drivers over the next six to nine
months. These are: Relenza sales for in the forthcoming north-
ern hemisphere winter; enrolment progress in the company's
Phase I1b trial and tria results (full recruitment by March will
be a very good achievement for the company); and the market
penetration of Inavir in Japan into the Relenzaand Tamiflu market.
Thefinal point could betheleading driver for the stock over this
period.

Biotais capitalised at $168 million and held cash assets of just
under $105 million at June 30. Its current price presents appeal -
ing entry levelsto this stock.

Bioshares recommendation: Speculative Buy Class A

Cellestis Investor Briefing

Infinancial year 2010, Cellestis(CST: $2.46) delivered anet profit
of $8.2million. Theresult wasflat compared tothepreviousyear's
net profit after tax. However the better gauge of bottom line per-
formanceisderived from the profit beforetax, whichincreased by
26%. (Net profit after tax includes foreign exchange gains and
losses and the tax rate increased in the last year to 19.3% from
15.9%.) However this change does not take into account move-
mentsin foreign exchangerates.

Revenue in Australian currency increased by 17%, although the
better gauge in top line performance is sales as measured by
local currency, whichincreased by 34%. Revenuefor FY 2010 was
$40.3million.

Without providing firm forecasts, Cellestis CEO Tony Radford
believes that sales growth moving forward of at least 35% isa
reasonabl e expectation for the company.

Cellestisisin astrong position moving forward. If it can sustain

sales growth in excess of 35%, then net profit should show very
strong growth, with more flow through to the bottom line. In the
last financia year, even with adverse currency movements—the
AUD moved from an average 73.5 cents against the USD in FY
200910 88.0 centsin FY 2010—the company'sEBT margin (earn-
ings before tax) increased from 23.5% in FY 2009 to 25.3% in
FY 2010.

M&A

At aninvestor briefing last month, CEO Tony Radford indicated
that the M& A prospects arising from the global financial crisis
impact had come and gone and that the company would spend
more on internal R& D in the future.

The company will maintain a strong cash position ($22.5 mil-
lion at June 30) and this allows the company to acquire new as-
setsasrequired. Cellestisreceivesregular approachesto acquire
to businesses or assets.

— Cont'd over
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Cellestis Test Incorporated in New US CDC guidelines

In June this year the US Centers for Disease Control and Pre-
vention (CDC) introduced new guidelines for the diagnosis of
tuberculosis. Specifically the new guidelines cover the use of
Interferon Gamma Release Assays (IGRAS) of which the
Cellestis Quantiferon tests are the clear market leader.

The CDC now recommends that IGRA tests be used over the
100 plusyear old TST (tuberculin skin test) for people who have
received the BCG vaccine and for groups that have low ratesin
returning for asecond test, which istherequirement for the TST.
The guidelines also recommend the IGRAs as alternativesto the
incumbent TST.

Radford indicated that the financia year just past was yet to be
impacted by the introduction of the new CDC guidelines. The
USisthe company's best market according to Radford with 49%
growth in sales. One area where the company will focus on is
international students studying in the US. There are around
600,000 foreign studentsin the USlargely from Indiaand China
whichisabig market potential. Radford said hisUS staff are con-
fident they can maintain the growth seen in the US over the last
threeyears.

The Cellestis Quantiferon test is an appealing diagnostic test as
there are not many tests out there that are expanding markets.
Therearemaybeonly 10 diagnostic testsin the USthat sell more
than Quantiferon according to Radford.

Sdles of the Quantiferon tests have yet to hit the tipping point
but they have also yet to show any signs of reaching a plateau

according to Radford. Thethreat in the futureisfrom molecular
diagnostic tests although thisislikely to be 10-15 years away.

Heathcare Reform Impact

Healthcarereform will have anumber of impactsonthe Cellestis
business. On the positive side there is an emphasis on preventa-
tive health and more immigrant testing. On the downside there
will be a 2% tax introduced on all medical diagnostics from
2013.

Margins

Margins for Cellestis should continue to increase. Cellestisis
adding more to in-house sales and marketing but the increasein
sales should outstrip the increase in these costs.

Foreign exchange movements are expected to have less of an
impact on financial resultsin the current financial year. We ex-
pect this should allow margins to continue to increase.

Recommendation

Cellestisiscapitalised at $236 million. Itiscurrently trading on
a price-earnings ratio of 33 (applying a 30% overall tax rate).
The company has $22.5 million in cash and will pay a 3.5 cent
per sharefinal dividend (it paid a 1.5 cent per shareinterim divi-
dend). Thistrandatesto acurrent dividend yield of 2%. Bioshares
places a Hold recommendation on this stock. Look for dipsin
the share price to acquire.

Tissue Therapies Update

Tissue Therapies (TIS: $0.23) is edging its way closer to bring-
ing its wound healing technology, VitroGro, to market.

The company has received more datafromits Australiantrial. A
total of 27 patients were treated in Perth for their venous ulcer
woundsthat had not responded to standard treatment for an aver-
age period of 10 months. Within only 24 days, five patients had
their wounds completely healed and the average ulcer wound area
was reduced by 41% over thistime. Thisisastrong result for a
group of patientswhose chronic wounds were not responding to
traditional compression dressing therapy.

With the technology having clear utility as a wound healing
therapy, the challenge for the company isto complete the fina
stages of product devel opment to bring its product to market.

Trial Approval Pending

The company iswaiting on regulatory approval from the MHRA
(Medicines and Health products Regulatory Agency) in the UK
to commence trials. The MHRA recently changed its submis-
sion guidelines requiring Tissue Therapies to lodge a complete
data pack, which has now been done. While this has delayed the
start to the UK trial, the benefit is that the data pack submitted
includes much of the product information that would berequired
when submitting the product for approval following theforthcom-
ingclinical trid.

Tissue Therapies hasincreased the number of clinical tria sites
from threeto five. The company is seeking to enroll 40 patients
into the trial, each with venous ulcer wounds. The patients will
be monitored for 12 weeks following treatment.

The company will seek to submit the product for approval by
March next year. Once approved in Europe, the company should
be able to sell the product also into Australia and Canada under
mutual recognition agreement, and into Asia.

We expect VitroGro will be sold into hospitalsand also in retail
settingsthrough pharmacies. It isexpected that an end user price
of between US$20-US$30 will be charged for the product.

Licensing

Tissue Therapies is currently in discussions with a number of
potential licensors of thetechnology. Thefirst choicewould beto
sign alucrative, worldwide, exclusive licensing agreement. If it
can't negotiate asufficiently attractive global deal, then an alter-
native optionisfor several regiona distributor based deals.

Tissue Therapies has developed what appears to be a highly ef-
fectivewound healing therapy. Of the 37 patientstreated to date,
only two patients have seen their wounds deteriorate, one by
only 2%, with an average 41% wound healing in only 24 days of

— Cont'd on page 6
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— Broadvector cont'd from page 2

each year, but according to Broadvector, up to 10% of hip im-
plants devel op Aseptic L oosening. Broadvector also seesthat an
Orphan Drug designation for the therapy, in treating patientsin
chronic pain who are highly immobilized, as a potential com-
mercial starting point.

Conditional Agreement/s

Broadvector (through BEP) obtained various licensesto patents
relating to recombinant ovine atadenovirus vectors (OAdV) and
other formulation and regul atory patentsfrom theCSIRO in Sep-
tember 2006.

Under the agreement, the licenses would expire on December
31, 2010, unless BEP exercised an option to maintain the li-
cense through the acquisition by, and listing of, another com-
pany, which in this case is Broadvector (or initiating a second
Phasel trial or Phasell trial).

The CSIRO was entitled to half of the proceeds of the transfer
of assetsinto an acquisition vehicle, andinlieu of cash, the CSIRO
received 14.6 million sharesin Broadvector.

Broadvector also has an option agreement (until 31-10-2010)
with Innovata (one of the licensors of the technologies) for it
to assign Broadvector various patents, know-how and materials.
To effect the option, Broadvector must pay an option exercise
fee, which we estimate is $400,000.

Board

The board of Broadvector comprises Dr Wayne Millen (Chair),
Dr Andrew Bray (CEO), Roland Toder and lain Kirkwood. Wayne
Millen founded Epitan (now Clinuvel Pharmaceuticals) which
listed onthe ASX in early 2001. Andrew Bray isachemist (inor-
ganic, medicinal, peptide) who has worked previously at CSL,
Chiron andMimotopes. lain Kirkwood iscurrently aboard mem-
ber of Vision Group Holdings, Avexa and M edical Develop-
ments International . Roland Toder is a former CSO of
Genescan Europe AG and CEO of Vivendy TherapeuticsL td.

Observations

Any biotech company seeking to raise funds on a public market
must structureitself asacoherent and viableinvestment proposi-
tion. For Broadvector, the combination of two very similar tech-
nologies under the one corporate umbrella mitigates the com-
pany against greater risk of asingle technology developed for a
single product opportunity.

Elements of the GDEPT technology being commercialised for
treating prostate cancer date back to the early-to-mid 1990swith
research conducted at the CSIRO and at one stage partnered to
FH Faulding. The oldest patent relating to the technology is
numbered PCT/AU95/00453, and it describesthe use of anovine
adenovirusasavird vector. The patent isgranted in mgjor juris-
dictions but expiresin 2015.

The products are also protected by enhancements that extend
protectionto later dates. For example, the prostate cancer therapy
iscovered by six families of patents, including aformulation pat-
ent, which would expirein 2023.

To put itself in a position of coherence, Broadvector has ex-
pended substantial effort to obtain the appropriate licenses to
give it freedom to operate and therefore aim to maximize the
commercial opportunity from the patentsit haslicensed or will
be assigned.

Partnering Risk

Itisanintention of Broadvector to out-licenseits productsonce
they have successfully completed certain clinical trials. Anis-
suethat may arisefor Broadvector isthe extent towhich aroyalty
stack has been built up around a particular product. Royalties
specifictothevarioustechnol ogieslicensed by Broadvector have
not been made public. The possibility existsthat aroyalty awarded
to Broadvector on licensing aproduct to alicensee could nett out
theroyalty payment obligationsto primary licensors.

With the prostate cancer therapeutic product, Broadvector has
licensed technology from Research Corporation Technolo-
gies (for the right to use the bovine growth hormone gene
polyadenylation signal), from the Univer sity of M anitoba (for
theright to use the probasin gene) and from PNP T her apeutics
(for theright to use a gene sequence that codes for anon-human
purine nucleoside phosphorylase protein and vector).

With respect to the Aseptic Loosening product Broadvector has
licensed technology from Crucell BV (for accesstoitsPERC.6
cell linefor manufacturing), Cancer Resear ch Technology (for
use of a vector that codes for nitroreductase, capable of con-
verting a prodrug into a cytotoxic drug), and from I nnovataand
theUniversity of L eiden (for patentsjointly held, and separately
for access to master cell bank and viral seed stock and certain
know-how).

One strategy used by many biotechs to address the limitations
of royalty stacks, as perceived, or actual, isto convert the roy-
alty obligation to equity in the firm commercializing the tech-

nology.

Gene Technology Risk

Products from gene technol ogies have yet to be proven as com-
mercially viableon awide scalein Western economies. Although
a number of jurisdictions have developed comprehensive gene
technology regulatory pathways, the lack of clinical and com-
mercial success continues to attach to the technology class a
higher risk profile compared to other commercially proven
classes of therapeutic technologies.

Thetendency of therapeutic product regul atorsto seek long-term
safety datais afactor investors should keep in mind in respect
of any emerging class of therapeutic interventions, even includ-
ing transient gene therapy products.

— Cont'd over
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Bioshares Model Portfolio (17 Sept 2010)
Company Price (current) Price added to Date added
portfolio
Sunshine Heart $0.026 $0.036 June 2010
Biota Holdings $0.95 $1.09 May 2010
Tissue Therapies $0.23 $0.21 January 2010
QRxPharma $1.05 $0.25 December 2008
Hexima $0.27 $0.60 October 2008
Atcor Medical $0.12 $0.10 October 2008
Impedimed $0.78 $0.70 August 2008
Mesoblast $2.45 $1.25 August 2008
Circadian Technologies $0.53 $1.03 February 2008
Patrys $0.08 $0.50 December 2007
Bionomics $0.27 $0.42 December 2007
Cogstate $0.25 $0.13 November 2007
Sirtex Medical $4.80 $3.90 October 2007
Clinuvel Pharmaceuticals $0.22 $0.66 September 2007
Starpharma Holdings $0.55 $0.37 August 2007
Pharmaxis $2.01 $3.15 August 2007
Universal Biosensors $1.53 $1.23 June 2007
Acrux $2.20 $0.83 November 2004
Alchemia $0.48 $0.67 May 2004

Portfolio Changes — 17 September

IN:
No changes.

OUT:
Nochanges.

— Tissue Therapies cont'd from page 4

previously non-responding wounds.

Thetreatment consistsof anumber of growth factorsand binding
and activation proteins that are normally present in the skin and
encourage wound healing. Tissue Therapies has now produced
the active regions of these compounds in the one protein
recombinantly, which CEO Steven Mercer saysisidentical tothe
previous product used in the results achieved to date. The forth-
comingtria will bethefirsttotrial product from thisnew manufac-
turing process.

Competitive Tension

The company now needsto create sufficient competitivetension
to secure a lucrative licensing deal for its technology. Product
development has been delayed by about two years due to third
party manufacturing problems and regulatory delays.

The company has sufficient cashto mid-2012, however, risksre-
main that final product development may be delayed and further
extend commercialization costs. If the company can get it right,
then there should be considerable upside in this stock over the
next six to 12 months. The company hasrecently hired aconsult-
ant to assist with licensing negotiations.

Tissue Therapiesiscapitalised at $32 million with $5.5 millionin
cash at June 30.

Biosharesrecommendation: Speculative Buy ClassB

— Broadvector cont’'d from previous page

Milestones - 24 months
» Commence Phase | Prostate Cancer Trial
* Secure | Prightsfor Aseptic L oosening Technology
« Commence Orphan Drug designation for AL with EMA
* Pay variousproduct and technology licensing and acquisition
fees
» Complete manufacture of material for Phase llaAL Trid
» Commence PhasellaAL Trid

Summary/Conclusion

The Broadvector PO will beagenuinetest of sentiment towards
biotech stocks, in amarket that has seen had one | PO since 2008.
CBiolistedin February of theyear raisinga$7 million, after revis-
ingitsminimum subscription down from $13million (and al so seek-
ing amaximum of $30 million). Three companieslistedin 2008,
including Gener a Biosystems, Austofix and Fluor otechnics.
Thesefour stocksall currently trade below their issue price.

What may be in Broadvector's favour as it seeksto PO is that
thecompany islisting on anindicative capitalisation range ($16-
$19 million) that may be more acceptable to the market, in con-
trast to CBio's $76-$99 million range.

Dates
Offer Period: 13 September 2010 - 8 October 2010
Sharesto commence trading: 14 October 2010

Investorsarerequired to read the Broadvector prospectus be-
fore investing. A copy can be downloaded from http://
www.br oadvector .com.au/ir m/content/prospectus.html
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides biotech stocks into
two categories. The firg group are stocks with existing positive cash flows
or dose to producing postive cash flows The second group are stocks
without near term positive cash flows, history of losses, or at early
stages of commercialisation. In this second group, which are essen-
tidly speculative propostions, Bioshares grades them according to
relative risk within that group, to better reflect the very large spread
of risk within those stocks.

Group A
Stocks with exiding postive cagh flows or dose to producing podtive cash
flows.

Group B
Stocks without near term positive cash flows, history of losses, or at
early stages commercialisation.

Speculative Buy—ClassA

These stocks will have more than one technology, product or
investment in development, with perhaps those same technologies
offering multiple opportunities. These features, coupled to the
presence of aliances, partnerships and scientific advisory boards,
indicate the stock is relative less risky than other biotech stocks.
Speculative Buy — ClassB

These stocks may have more than one product or opportunity, and
may even be close to market. However, they are likely to be lacking
in severa key aress. For example, their cash position is weak, or

Buy CMP is 20% < Fair Vaue management or board may need strengthening.

Accumulate CMPis 10% < Far Vadue Speculative Buy —ClassC

Hold Vaue=CMP These stocks generdly have one product in development and lack
Lighten CMP is 10% > Fair Vaue many external validation features.

Sell CMP is 20% > Fair Vdue Speculative Hold —ClassA or Bor C

(CMP—Current Market Price) Sl
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