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Clinuvel — Scenesse Pricing in ltaly
Achieved at €32,250

Clinuvel Pharmaceuticals(CUV: $1.67) helditsAGM last month. At thismeeting CEO,
Philippe Wolgen, stated that for the first time he could say that the company had a
approvableproduct. Thiscamefollowing ameeting with the FDA, in which the regul ator
indicated it was comfortable with the long-term safety profile of its drug candidate,
Scenesse.

Clinuvel isdeveloping aproduct used as a photo-protective agent, which protects at-risk
people from exposure to sunlight by increasing the melanin density of the skin. It has
been a very long path with the FDA from when Clinuvel (as Epitan) first sought to
develop Scenesse as a tanning drug. Wolgen said that his discussions with the FDA
started in negative territory due to aflawed strategy resulting in the FDA having many
reservations about the drug candidate from its previous commercialisation pathway.

Intotal, therewere 23 reasonswhy the FDA was previously not going to allow commer-
cialisation of thedrug candidate and Wolgen stated at that time there was 'no hopein hell'
to bring thisdrug to market. It has been amajor win for the company that has come after
many years of dialogue with the FDA and clinical development by the company. At its
recent meeting with the FDA, two of the FDA staff who originally considered the first
IND application in 2003 were present at this meeting and have now endorsed the commer-
cialisation approach.

Investor Base Transition

In 2006, European hedge fund Absolute Capital M anagement invested in Clinuvel, at one
stage owning 29% of the company. Several other European fundsinvested along side of
ACM. As aresult of the Global Financial Crisis, ACM needed to liquidate its listed
portfolio, including Clinuvel. Last year ACM finally exited Clinuvel however anumber of
the other European fundsretain aholding in Clinuvel . Wolgen said someissueswith the
original ACM investment are still being dealt with today.

Clinuvel aso has alarge number of shareholders who invested in the company because
it was developing a tanning product. The transition of this group of investors has re-
sulted in a continuous downward pressure on the stock price, regardless of progress.

Italian Sales

In May this year the company announced that its product had gained reimbursement in
Italy. The drug can now be sold in that country under aspecia scheme allowing certain
medicinesto be provided to patients before wider European approval isreceived to meet
unmet clinical needs.

Seventeen patientsare currently receiving treatment in Italy. The company isbeing reim-
bursed €32,250 per year per patient, or €5,375 per implant, which lastsfor two months.
The company will shortly receive€100,000 fromitsfirst salesinto Italy. It should be noted

— Cont'd on page 3
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Profile of a Biotech Investor — Orbis Investment Management

Oneinvestor that looksto have generated exceptional investment
returnsfromits stakeinAcruxisOrbisl nvestment M anagement

(Australia), the Australian investment arm of the Orbisgroup of

funds. Orbis' is currently sitting on an $78 million gain over a
current nett outlay of $8.7 million. We estimate that Orbis’ total

investment was $22 million. However, it hasrecently disposed of

sharesworth $13.4 million.

The Orbisinvestment strategy isto build large, open positionsup
to 19.9% of shares on issue, just below the threshold that would
trigger atakeover bid. The investment group is an opportunistic
(or contrarian) valueinvestor that takeslong positions. The com-
pany adds to its positions by participating in placements and
rightsissues and through on-market transactions.

What makes Orbis of interest to Australian biotech investorsis
that it is probably the largest single direct investor in Australian
biotech, having invested an estimated $300 million in the sector
since 2005, when it acquired 12% of Acrux from several sharehold-
ersin October 2005 for $15.7 million. The current market value of
itsstakein nine companiesis$376 million, representing 15% of the
combined capitalisations of those companies of $2.5 billion.

Orbis' current portfolio comprisesPhosphagenics (a16.2% stake),
ChemGenex Phar maceuticals(14%), Acr ux (15.6%), Phar maxis
(17.3%), Alchemia (19.1%), Impedimed (16.7%), QRxPhar ma
(8.4%), Star phar ma Holdings (12.1%) and Sigma Phar maceuti-
cals(12.4%).

The group’s opportunistic approach is displayed in its invest-
ment thisyear in battered SigmaPharmaceuticals, inwhichit has
outlayed $65 million at an average priceof $0.44.

Another example of opportunism occurred when it added to its
position in ChemGenex when the ChemGenex share price dumped
following negative feedback from the FDA ODAC committeein
March 2010. Orbis bought 8.5 million shares at aaverage price of
$0.33. The ChemGenex share priceisnow $0.45.

Exits
Orbishasmade at least two exits, firstly leveraging an $18.6 million
investment in Peplin into an estimated $34 million holding at the

timeof itsacquisition by LeoPharmaAS, anda$16.2 milliongain
(assuming the company disposed of its sharesthrough the formal
acquisition process).

On the down side, a $7.4 million foray into Avexa in December
2009, resulted ina$6 million losswhen Orbisexited in May 2010.

The Orbis Structure

The international Orbis group of investment vehicles is built
around aBermuda-registered entity, OrbisI nvestment M anage-
ment, with total global fundsunder management of US$20 billion
at December 2009. The group wasfounded by South African Allan
Gray in1989.

Locally, retail investors can buy or sall units in the Orbis MIS-
ORBIS/'SM AustrdiaEquity Fund (fund size $500 million). Local
professiona investors can access the Orbis Globa Equity Fund
(AustrdiaRegistered) (fund size $1.8 billion).

Observations

Severa points of interest emerge from studying the Orbisinvest-
ment strategy and performance. Firstly, Orbisfollows atranche-
based approach to investment because it recognises that its in-
vestee companies have ongoing capital requirements. Itswilling-
ness to buy on-market, especialy in a contrarian manner when
prices are depressed, can also be seen as a means to build price
support into a stock.

Orbis clearly understands that capital protection is akey invest-
ment consideration. Orbisisalarge entity which can call on sub-
stantial funds over time to support the capital needs of investee
companies. However, it is not oblivious to that fact that some
positionsdo reach alimit.

Another observation is that the group is not constrained by time
limitsonitsinvestments. Thisisespecialy significant in biotech
where the dates for expected key milestones can change many
times. In other words, Orbisisalong term patient investor.

Orbishashad asignificant impact on the Australian biotech since
it started investing in 2005. It has been apivotal investor in Phar-

— Cont'd on page 5

Orbis Investment Management — Australian Biotech and Pharma Portfolio

Orbis - shares owned (M)

Company Code CMP 2009* 2010* Latest Latest % Value Est Cost Gain/Loss Company
Total ($M) (Nett) (M) ($M) Cap'n ($M)
Phosphagenics POH |$0.11| 127.20] 120.15| 120.15 739.70| 16.2% $12.6 -$20.1 -$7.4 $78
ChemGenex Pharmaceuticals CXS | $0.45 28.21| 39.64| 39.64 283.35| 14.0%| $17.8 -$18.1 -$0.3 $128
Acrux ACR |$3.41 29.70 29.48 25.40 163.28| 15.6% $86.6 -$8.7 $77.9 $557
Pharmaxis PXs |$2.87 39.15 39.15 39.15 226.11| 17.3%| $112.4 -$89.5 $22.9 $649
Alchemia ACL |$0.64 30.30 36.60 36.60 191.12| 19.1% $23.4 -$32.0 -$8.6 $122
Impedimed IPD $0.75 15.96 22.68 22.68 136.01| 16.7% $17.0 -$15.2 $1.8 $102
QRxPharma QRX |$1.18 n.i 6.02 10.53 125.77| 8.4% $12.4 -$8.7 $3.8 $148
Starpharma Holdings SPL |$0.76] n.i 27.36| 29.22 241.22| 12.1%| $22.2 -$15.8 $6.4 $183
Sigma Pharmaceuticals SIP  |$0.49] n. n.i 146.37 1178.63| 12.4%| $71.7 -$64.5 $7.2 $578
Total $376.2 -$272.6 $103.6 $2,544.5

* at Annual Report Publication
n.i - not invested at Annual Report publication
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— Clinuvel continued from page 1

however that patients may not take the treatment during the cool er
months of the year.

Market Research for Sale Price

The company has been conducting market research with payors
in Europe. A treatment price of €10,000 seemsto be acceptablein
the UK, Germany and Italy. However moving that priceto € 15,000
in Germany starts to look expensive, and in the UK a price of
€25,000 a year would not be accepted, with it being hard to get
cancer drugs reimbursed for that disease at that price. The EPP
disorder Wolgen believes sits somewhere between disabling and
lifethreatening. For PLE, whichischaracterised by askinrashin
the spring and summer seasons, market pricing studies haveindi-
cated that only a price of $200-$400 per injection would be ac-
cepted. This will obviously not be an immediate focus for the
company.

CEO Recoghnition

Both chairman Stan McLiesh and non-executive director Jack
Wood, were highly complimentary of the current CEO, Philippe
Wolgen. Both McLiesh and Wood were former CSL executives
and both stated they had worked with two really great CEOsin
their careers, the first being CSL CEO Brian McNamee and the
second Wolgen.

The efforts of Wolgen have been rewarded with theissue of 300,000
Conditional Performance Rightsto shares and a further 600,000
sharesconditional on the achievement of certain milestones, these
mainly being approval of the Scenessein Europe and the USand
securing sufficient funding to meet these goals. The current value
of these 900,000 rights over sharesif the milestonesare achieved
is$1.5 million based on thisweek's closing price. Wolgenisdueto
renew his contract with the company.

Share Consolidation

The company has recently conducted a share consolidation. The
stated reason for doing so was to alow overseas investors to
invest in the stock who can not invest in stocks under $1.00.
Whether this type of share price theatrics delivers any value re-
mains to be seen.

Strong Support for Clinuvel Therapy

What Clinuvel doesextremely well isto build awareness amongst
relevant clinicians and patient networks about the merits and the
development of its drug candidate. This awareness has resulted
in patients and cliniciansin Italy demanding access to the drug
ahead of wider European approval. The company isworking on
two further such 'parallel regulatory pathways' in other regions.
McLiesh said thereisaground swell of support, almost 100%, in
Australia, Europe and the USfrom cliniciansin thisfield for the
Scenesse treatment.

Markets

Clinuvel hasformed anintelligent commercialisation pathway. Its
first shot on goa is for the treatment of EPP (erythropoietic
protoporphyria), an orphan drug indication. Orphan drugsreceive
certain benefits from regul atorsincluding potentially an acceler-
ated review processwith the FDA and market exclusivity intheUS

for seven years and 10 years in Europe. High prices for therapy
can also be commanded, as seen by the $43,000 per year reim-
bursement pricein Italy.

The company earlier thisyear added amuch larger application to
itslist of potential therapeutic areas, that being the treatment of
vitiligo. McLiesh said that vitiligo has the capacity to provide a
greatly expanded market opportunity for the company.

Fiveyears ago there was aturnaround in the community, accord-
ing to Wolgen, inthetreatment of vitiligo using aradiation therapy
called narrow band UV B. Thistherapy stimulatesmelanin growth
from melanocyte reservoirsaround hair follicles.

Inltaly thereare around 200 peopleliving with EPPandinthe US
and Europe the company estimatesthere are at | east 8,000 people
living with this condition, which isan absol uteintol eranceto sun-
light. If the EPP market isworth $50 million ayear, the market for
treatment on non-segmental vitiligo is estimated to be at least
eight timesasbig, at $400 million ayear.

Another major market isin the prevention skin cancersfor people
under severeimmune suppression trestment following organ trans-
plant. The company estimates that market to be worth between
$140-$200 million a year. However, to show that Scenesse pre-
vents the formation of these skin cancers requires longer term
studies, which are currently underway.

Second Generation Program

The company has started work on anext generation product. This
program will ook at providing localised treatment rather than a
system treatment approach.

Comments by the CEO

Wolgen appears to show increased comfort in his role as CEO
which may reflect hisincreased confidencein the company's prod-
uct. Wolgen stated that the contrast between progress and market
value had never been that great asit is now. Perhaps the saddest
question Wolgen hasreceived iswhether the company could suc-
ceed scientifically but fail commercialy. That isnot an option stated
Wolgen, who over thelast six months has made amarked change
in explaining and focusing on the market potential of the compa-
ny'slead program, Scenesse.

Wolgen said that patient adoption of Scenesse was very high at
86% with patient demand worldwide very strong for this drug.
Clinicians have been surveyed as to whether they would pre-
scribe this therapy to their patients and the answer has been a
clear yes, said Wolgen.

The outcome of ameeting with the FDA inlate October thisyear
was 'an essential breakthrough' after seven years Wolgen said.
The outcome of that meeting isthat the FDA has recognised EPP
as a severe disease with no treatments, that patient reported out-
comes such as quality of life will form a significant part of the
assessment of the drug, and most importantly, that toxicology
studies will be sufficient for registration i.e. no long term safety

— Cont'd on page 5

388



Bioshares Number 388 — 3 December 2010

Page 4

Reader Comments on Bionomics/Start-up Australia

Last week we invited readers to forward comments on the move
by Sart-up Australia to sell by tender its stake in Bionomics, a
move which would trigger a take-over bid for Bionomics, but
also a move that Bionomicsintendstoresist asit seeksan ‘inde-
pendent future'.

Thisweek we publish aletter from John Ballard from Adelaide:-

Thetraditional “venture capital model” of funding for drug dis-
covery and devel opment companieswas developed in the US 20-
30 years ago and included several rounds of equity funding that
culminated in astock exchangelisting or (morelikely) atradesae.
Both typically occurred before acompany became profitable. The
VCs were not the seed investor but followed on with Series A
preference shares and then Series B, Series C and perhaps one or
two additional funding rounds. This process worked well pro-
vided there was continuing investment interest in the sector and
an investee company was making both technological and com-
mercial progress.

However, the VC model had aweaknessthat was known but often
ignored; the VC funds were not open-ended but all investments
had to be liquidated by afixed time, usually in 10 tears after the
fund had been established. Thisrestriction was exacerbated if the
initial investment in a company was beyond the first couple of
years of the fund’ s operation. If, for example, the window for an
IPO was not open, or after a successful PO there was minimal
liquidity for a company’s shares, the pressure on a quick trade
sale of the company could become intense.

Before 1997 there was no significant VC activity for early-stage
companiesin Australia. Traditional private equity investmentsby
institutional funds did occur but was at alater stage after acom-
pany became profitable and had aready listed on astock exchange.
Thisall changed when the Government introduced round one of
the Innovation Investment Fund (11F) programin 1997 and round
two in 2000 through which the Government contributed $221 mil-
lion out of aninvestment pool of $354 million. Asthe Government
did not participatein the profits of any investment by an I 1F other
than to get itsmoney back plus someinterest (and only thenif an
investment was successful), much of the risk of investment in
early-stage companies was removed. But again aswith other VC

funds, an exit through atrade sale or following an | PO was essen-
tial withinamaximum of 10years.

Unfortunately in 2005 the window for ASX listing of drug and
development companies began to close and by 2008 it wasfirmly
shut. This removed one of the exit options for VC investors and
pushed them inevitably towardstrade sales. Then withthe GFCin
2008 V Cs worl dwide became more and more risk averse so that
instead of investing in early-stage companies they invested later
and later in acompany’ sdevelopment. Thisincluded investments
after acompany had listed on astock exchange which historically
wasway outsidethe traditional investment space. Like some other
participantsin and observers of the biotech industry in Australia,
| was amazed that our Government permitted the I Fsto take this
route, even though their investment brief was supposedly limited
to early-stage companies.

Toturn specifically to the Start-Up / Bionomics situation, theVC
was permitted to invest |1 F fundsin Bionomics nine years after it
had listed on the ASX; great for Start-Up as the risk had been
much reduced through the company’ s successful growth. At first
blush it seemed great for Bionomicstoo asthey raised their devel-
opment funds quickly. But then the gorillaon their back needed to
liquidateitsinvestment.

| believe thiswas an inevitable outcome, although theway it was
implemented leavesalot to be desired.

Is there alesson from al of this? | think so. My view and | ac-
knowledgethat it might represent aminority onewithin theindus-
try, is that listed companies should not accept investments by
VCs. Rather they should focus on a combination of open-ended
ingtitutional investments and those from privateindividuals.

John Ballard

BRAngelsPty Ltd

PO Box 185, Hindmarsh, SA 5007
john.ballard@br-angels.com.au
0883546172

0439903559

Mesoblast Goes

Atthisweek’sAGM, CEO of Mesoblast (MSB: $3.33) Silviu ltescu
was present only via a video link-up. Investors were told Itescu
wasinNew Y ork finalising the Angioblast Systemsacquisition,
finalising discussionswith the FDA for next year’ s Phaselll bone
marrow transplant trial, and in ‘key corporate discussions' with
pharmaceutical companies. The company has since gone into a
trading halt (Monday 6 December) pending amajor corporatetrans-
action with aglobal pharmaceutical company.

Its chairman, Brian Jamieson, said the company has now gained
exposure to anew set of (institutional) investors and a new pool
of capital, with a capitalisation of around $750 million (once the
Angioblast acquisitioniscompleted). (UK investors have become

into Trading Halt

very activein the stock introduced to the company through South-
ern Cross Equities). Jamieson said the company iswell positioned
to significantly broaden its applications.

It should be abusy year in 2011 for the company. The Phase |11
trial inbone marrow transplant isslated to beginin thefirst quarter
of 2011. Interim resultsfrom the Phase I heart failuretrial aredue
inearly 2011 and 12 month dataisduein mid 2011. The Phasell
spinal fusion trial is due to be completed in mid 2011. And the
company will look to move into Phase Il studiesin diabetes and

eye disease.
— Cont'd over
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— Mesoblast cont'd

The company is seeking to gain near term revenue fromits autol o-
gous (patient’ sown) stem cell treatment in Australiafor non-heal-
ing bone fractures, where an abbreviated approva outcome has
been achieved. The company will target high net worth individu-
als and offer the treatment to those with serious fractures.

A similar abbreviated approval process may aso be achievablefor
an autologous product in Europe. And Itescu believes the bone
marrow transplant product could be approved in three years by
theFDA.

The company currently has $32 million in cash with an annual
burn rate of $9 million ayesar.

Bioshares recommendation: SpeculativeHold ClassA

— Orbis cont'd

maxis, with almost $90 million invested, initially investing $44.5
millionin November 2005.

Apart from opportunistic plays, Orbis preference has been for
technology platform companies (e.g. Acrux, Phosphagenics,
Starpharma) or late stage with products moving towards regula-
tory approval and market entry (Pharmaxis, QRxPharma,

Impedimed).

Calculation of Orbis|nvestment Positions

We have calculated Orbis' specific investmentsin investee com-
panies from ASX Substantial Shareholder notices where these
have been provided. In some instances we have converted USD
investment sums to AUD values based on the USD/AUD rate at
the time. In some instances, an investment is net of acquisitions
and disposals from sub-accounts. Our calculations should
treated as estimates and subject to revision.

— Clinuvel cont'd

studiesfor potential carcinogenicity of thedrug candidate will be
required either fromthe FDA or the EMA (European regulator).

Time to Market

The timeline in getting Scenesse to market has been extended
further, with a European submission now planned for Q3 2011.
Delaysin drug devel opment should always be expected by inves-
tors, particularly wherethe drug isanew molecular entity using a
novel chemical pathway.

While Wolgen has always placed aggressive commercialisation
timelines for the company, caution must always be exercised as
you only get one chance. "Rejection is unrecoverable”, said
Wolgen.

Financials

The company hasthefinancial reservesto bring thisdrug to mar-
ket, according to Wolgen, however further funds may need to be
raised in the next three yearsto expand the market to other indica-
tions. That funding could come from debt, equity or from licens-
ing. The company's current burn rateis $900,000 per month. It had
$24 millionin cash at theend of September 2010. Thecompany is
valued at $53 million, giving it currently an enterprise value of
only $29 million.

Summary

In 2009, therewere 25 new drugs (NMESs) approved inthe US. Of
these 19 were peptides and six were biologics. Wolgen said that
following the company's meeting with the FDA, he believes
Clinuvel'sdrug will now join those 19 peptides.

Clinuvel isan attractive investment because of itslow market value,
its proximity to market, the unmet medical needis seeking to serv-
ice, and its strong management which has developed a clever,
strategic commercialisation pathway.

Bioshares recommendation: SpeculativeBuy ClassA

Bioshares

Acrux AGM Report —
60 Cent Dividend Announced

Acrux (ACR: $3.41) announced at its AGM thisweek that it will
seek to pay a $0.60 cent dividend in the first quarter of 2011,
subject to exchangeratesand rulingsfrom the Australian Taxation
Office. Thiswould equateto atotal dividend of approximately $98
million.

The Chairman of Acrux, Ross Dobinson, said “This dividend
represents something of alandmark in the biotech sector in Aus-
tralia’. He added that the company anticipated that it would con-
tinueto pay dividendsin future. Our view isthat dividendswould
flow when further sales-based and other milestone payments of
US$195 million aremet by Eli Lilly and from royaty income.

The announcement of the dividend payment followsthat approval
of Axironby theFDA. Axironhasbeenlicensedto Eli Lilly, and the
FDA approval triggersan US$87 million milestone payment from
Eli Lilly. Following receipt of that payment, Acrux’ s cash position
would stand at acomfortable $145 million.

The company stated its cash burnis$7 million per annum. Allow-
ing for adividend $98 million and atax payment we estimate of $20
million, gives Acrux threeyears of cash at itscurrent burn rate.

The Past

Dobinson revisited the history of Acrux, noting that the initial
introduction to the technol ogy was made by Peter Burrowes, who
introduced him to Professor Barrie Finninin 1998. What has been

— Cont'd on page 6
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Bioshares Model Portfolio (3 Dec 2010)
Company Price (current) Price added to

Date added

portfolio Portfolio Changes — 3 December 2010
Phylogica $0.050 $0.053 September 2010
Sunshine Heart $0.023 $0.036 June 2010
Biota Holdings $0.97 $1.00 May 2010 IN:
Tissue Therapies $0.47 $0.21 January 2010 No changes.
QRxPharma $1.16 $0.25 December 2008 )
Hexima $0.37 $0.60 October 2008 (,\DIUT'h
Atcor Medical $0.08 $0.10 October 2008 0 changes.
Impedimed i Y August 2008 Note CUV 10 for 1 share consolidation
Mesoblast $3.33 $1.25 August 2008
Circadian Technologies $0.63 $1.03 February 2008
Patrys $0.10 $0.50 December 2007
Bionomics $0.32 $0.42 December 2007
Cogstate $0.26 $0.13 November 2007
Sirtex Medical $5.99 $3.90 October 2007
Clinuvel Pharmaceuticals $1.67 $6.60 September 2007
Starpharma Holdings $0.76 $0.37 August 2007
Pharmaxis $2.87 $3.15 August 2007
Universal Biosensors $1.62 $1.23 June 2007
Acrux $3.41 $0.83 November 2004
Alchemia $0.64 $0.67 May 2004

— Acrux...from page 5
lesswell known wasthat Barrie Finnin worked on the technology
and IPfor 20 years prior to the foundation of the company.

A second historical point made by Dobinson was a foundation
investment by the Singapore based Blue Dot Capital, whichwas
brokered by Ken Windle and also saw Windle take aboard posi-
tion (retained to this day).

The Future

Dobinson said that since the Axiron project was initiated several

aternative devel opment proposals and drug candidates had been

assessed and discarded. However, he said that the most compel -

ling proposal assessed by the board was to develop products
complementary to Axiron. In contrast, Dobinson said that the
Luramist, contraception and NSAID productsdid not warrant fur-
ther devel opment support by Acrux ‘in the present company struc-
tureintheir ownright'.

Dobinson also said that the organisational structure of the com-
pany was being reviewed and that licensing arrangement were
being reviewed. A review of licensing arrangements, could mean,
among other things that its license with M onash University is
being reviewed. Acrux isobliged to pay approximately 4% of in-
comeit receivesthat relatesto I P licensed from Monash Univer-
sity. One possibility isthat thelicense obligation is converted into
an equity position in the company, similar to the Biomolecular
Resear ch Institute’ s conversion of alicense relationship (25%
royalty) with Star phar mainto an equity position in October 2005.

A review of organisational structure could mean that the company
isreviewing is Pooled Development Fund (PDF) status, given that
status is designed to support development stage companies but
not mature stage companies.

Acrux, asaregistered PDF, issubject to arulethat saysaninves-
tee company cannot hold assets of more than $50 million, unlessit
getsapprova fromthe PDF Board. A PDFisa solimitedin commit-
ting not more than 30% of its committed capital toasingleinves-
tee company.

Theinvestee companies currently under the Acrux PDF umbrella
areAcrux DDSPty Ltd, Fempharm Pty Ltd, Acrux PharmaPty Ltd,
Acrux Commercial Pty Ltd and Cosmeceutic Solutions Pty Ltd.

Comment

We agree with the Acrux Chairman that the company’ s prospec-
tivedividend payment islandmark in the Australian biotech sec-
tor. Itisan act that reciprocates that trust that investors supply
along with cash to development stage companies, that when sig-
nificant value is created, significant income flows back to inves-
tors.

Acrux iscapitalised at $557 million.
Bioshares recommendation:

L ong-terminvestor s—Speculative Buy ClassA
Short-term investor s—Take SomeProfitsat around $4.00
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides hiotech stocks into
two categories. The first group are stocks with existing postive cash flows
or dose to producing positive cash flows The second group are stocks
without near term positive cash flows, history of losses, or at early
stages of commerciaisation. In this second group, which are essen-
tially speculative propositions, Bioshares grades them according to
relative risk within that group, to better reflect the very large spread
of risk within those stocks. For both groups, the rating “Take
Profits’ means that investors may re-weight their holding by selling
between 25%-75% of a stock.

Group A

Stocks with existing positive cash flows or dose to producing positive cash

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

Speculative Buy — Class A

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 — Class B

These stocks may have more than one product or opportunity, and
may even be close to market. However, they are likely to be lacking

flows in severa key areas. For example, their cash position is weak, or

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

Accumulate CMPis 10% < Fair Value Speculative Buy — Class C

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

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

(CMP—Current Market Price) Sell

Corporate Subscribers: Pharmaxis, StarpharmaHoldings, Cogstate, Bionomics, ChemGenex Pharmaceuticals, Circadian
Technologies, BiotaHoldings, Hal cygen Pharmaceuticals, Impedimed, QRxPharma, Patrys, LBT Innovations, Hexima, Mesoblast,
Atcor Medical, BioMD, Tissue Therapies, Viralytics, Phosphagenics, Immuron

Disclaimer:

Information contained in this newsletter is not a complete analysis of every material fact respecting any company, industry or security. The opinions and estimates herein expressed
represent the current judgement of the publisher and are subject to change. Blake Industry and Market Analysis Pty Ltd (BIMA) and any of their associates, officers or staff may have
interests in securities referred to herein  (Corporations Law s.849). Details contained herein have been prepared for general circulation and do not have regard to any person’s or
company’s investment objectives, financial situation and particular needs. Accordingly, no recipients should rely on any recommendation (whether express or implied) contained in this
document without consulting their investment adviser (Corporations Law s.851). The persons involved in or responsible for the preparation and publication of this report believe the
information herein is accurate but no warranty of accuracy is given and persons seeking to rely on information provided herein should make their own independent enquiries. Details
contained herein have been issued on the basis they are only for the particular person or company to whom they have been provided by Blake Industry and Market Analysis Pty Ltd. The
Directors and/or associates declare interests in the following ASX Healthcare and Biotechnology sector securities: ACL, ACR, ADO, BNO, BTA, CGS, COH, CSL, CUV, FLS, HGN,
HXL, IDT, IMU, PAB, PBP, PXS, PYC, SHC, SPL, TIS, UBI. These interests can change at any time and are not additional recommendations. Holdings in stocks vaued at less than
$100 are not disclosed.
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