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not on biotech companies, but the
investment firms that raise money for
them. Our survey for 2007 shows a hew
leader has emerged in terms of investment
performance. Positive newsflow continues
from the biotech sector, with Biota
recording a half year profit of $5.5 million
and announcing ashare buy back,
Heathlinx gainsindependent validation of
its Ovplex diagnostic in early stage ovarian
cancer, and Ventracor has thrown down the
gauntlet to its competitors.
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Management series, Peter Bradley
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record of Leon Serry’s address to the
Melbourne Life Sciences Lunch Club, prior
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The editors

Companies covered: BTA, HTX, VCR

Bioshares Portfolio

Year 1 (May '01 - May '02) 21.2%
Year 2 (May '02 - May '03) -9.4%

Year 3 (May '03 - May '04) 70.0%
Year 4 (May '04 - May '05) -16.3%
Year 5 (May '05 - May '06) 77.8%
Year 6 (May '06 - May '07) 17.3%
Year 7 (from 4 May '07) -32%

Cumulative Gain 121%
Av Annual Gain (6 yrs) 26.8%

Bioshares is published by Blake Industry &
Market Analysis Pty Ltd. The company also
provides market and company analysis of the
Australian pharmaceutical and biotech industries
for local and international funds management
institutions, venture capital funds and other
related industry groups. For further details contact
David Blake (see details below).

Blake Industry & Market Analysis Pty Ltd
ACN 085 334 292

PO Box 193

Richmond Vic 3121

AFS Licence

No. 258032

Enquiries for Bioshares

Ph: (03) 9326 5382

Fax: (03) 9671 3633

Email: info@bioshares.com.au
David Blake

Ph: (03) 9326 5382

Email: blake@bioshares.com.au
Mark Pachacz

Ph: (03) 9671 3222

Email: pachacz@bioshares.com.au

Individual Subscriptions (48 issues/year)
$320 (Inc.GST)
Edition Number 252 (22 February 2008)
ISSN 1443-850X

Copyright 2008 Blake Industry and Market
Analysis Pty Ltd. ALL RIGHTS RESERVED.
Secondary electronic transmission, photocopying,
reproduction or quotation is strictly prohibited
without written consent of the publisher.

ISSN 1443-850X

Bioshares

22 February 2008
Edition 252

Delivering independent investment research to investors on Australian
biotech, pharma and healthcare companies.

Stockbroker & Investment
Bank Performance 2007

In what has now become aregular annual feature in Bioshares, we measure the perform-
ance of stockbrokers and investment banks active in the life sciences space in Australia.
There are now at least 10 investment groups that have become active in the biotech
sector with eight of those employing at least one or more specialised biotech analyst to
assess the small to medium cap listed Australian life science companies.

Measuring the performance of bankers and brokers can be a useful task for investors.
The underlying indicator we are seeking to measure is that if investors participate in
capital raisings, either through an 1PO or afollow-on placement or rightsissue, what type
of return have these investments generated for the investor in the subsequent period.

To calculate the performance summarised in the table below, we look at funds raised
through thesefinancial brokersin the previousyear (2006) to the year when the perform-
ance is judged (2007) where funds have been raised through follow-on placements and
initial public offerings in 2006. We aso considered the performance of these groups
where funds were raised from 1POs in 2007 where they were the lead underwriters or
sponsoring broker. The broker performance is judged only where more than two fund
raisings have been conducted by that group over the relevant period.

2007 Results

Inwhat was adifficult year for the biotech sector, the ‘House of Lodge’ asit has become
known at Bioshares, or moreofficialy Lodge Corporate Services, generated an outstand-
ing performancein 2007. Theaverage gain fromits portfolio of companiesfor whichit has
raised funds was 32% The result was excellent for anumber of reasons. As mentioned it
was a difficult year in the sector with the next best performing investment house being

Wilson HTM with an average 7.2% gain for the year.
Cont'd over

Performance of Biotech (life science) Investment Banks and Stockbrokers in 2007

Supporting Broker/Investment Bank Av. Gain/loss over CY2007

Lodge Corporate Services 32%
Wilson HTM 7.2%
Tricom Equities 7.0%
Intersuisse Corporate 0%
ABN AMRO Morgans -2%

BBY -24%

eG Capital -25%

Taylor Collison -37%

Bell Potter Securities -42%

Tolhurst Noall -45%
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Performance of Biotech Investment Managers 2007

Company Investment manager Gain/loss in 2007
Avexa ABN Amro Morgans 80%
Chemgenex Pharm. ABN Amro Morgans 75%
Metabolic Pharmaceuticals ABN Amro Morgans -95%
Ventracor ABN Amro Morgans -45%
Impedimed ABN Amro Morgans 10%
Avastra ABN Amro Morgans 220
Genepharm Australasia ABN Amro Morgans -65%
Peplin ABN Amro Morgans 0%
Portland Orthopaedics Axis Financial Group -67%
Viralytics Axis Financial Group -44%
Colltech BBY -64%
Phosphagenics BBY -29%
Avantogen BBY 20%
IMI Medical Bell Potter Securities 20%
Stem Cell Sciences Bell Potter Securities -42%
Clinical Cell Culture Bell Potter Securities 7%
Neuren Pharmaceuticals Bell Potter Securities -55%
Virax Holdings Bell Potter Securities -56%
Heartware eG Capital -18%
Life Therapeutics eG Capital -79%
Progen eG Capital 57%
ASDM eG Capital 53%
Agenix Intersuisse Corporate 26%
Sunshine Heart Inc Intersuisse Corporate -39%
Anadis Intersuisse Corporate -66%
Bionomics Intersuisse Corporate 79%
Antisense Therapeutics Lodge Corporate Services 5%
Evogenix* Lodge Corporate Services 132%
Mesoblast Lodge Corporate Services -30%
Patrys Lodge Corporate Services 19%
Biosignal Taylor Collison 6%
Cogstate Taylor Collison -41%
Neuren Pharmaceuticals Taylor Collison -55%
Prima Biomed Taylor Collison -58%
Clinuvel Pharmaceuticals Tolhurst Noall -52%
Portland Orthopaedics Tolhurst Noall -67%
Halcygen Pharmaceuticals Tolhurst Noall -15%
Brain Resource Company Tricom Equities 70%
Virax Tricom Equities -56%
Avexa Wilson HTM 80%
Heartware Wilson HTM -18%
Peplin Wilson HTM 0%
Hexima Wilson HTM -12%
Sunshine Heart Inc Wilson HTM -39%
Universal Biosensors Wilson HTM 32%

* Calculation based on EVX share value when merger with AAH effected (79 cents)
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Also impressive is that over the last four years that this survey
has been conducted, Lodge has finished in the top two places,
coming second to Wilson HTM in the previous two years. The
result from the runner-up, Wilson HTM, has also been solid, fin-
ishing in the top two positions in the last three years.

Lodge and itsinvestor base will have been please that acompany
it floated in 2005, Evogenix, was acquired by AranaTherapeutics
last year at alarge premium to the | PO price of 25 centsashare (at
the date of completion of the transaction, the equivalent value of
Evogenix shares was 79 cents). Lodge also successfully listed
another antibody company last year, Patrys, raising $25 million.
The stock finished up 19% for the year.

Lodge has ratched up a gear last year when it put on a dedicated
biotech analyst, Matthijs Smith, who has a biotech and invest-
ment background.

Best Stockbroker/Investment Bank Performances

Supporting Broker/Investment Bank Year Performance
Lodge Corporate Services 2007 32%
Wilson HTM 2006 76%
Wilson HTM 2005 28%
Lodge Corporate Services 2004 87%

Ventracor — Accelerates the development of a fully
implantable LVAD

Ventracor (VCR; 45 cents) has thrown down the gauntlet to its
competitorsin the LVAD (Left Ventricular Assist Device) market
thisweek surprising investors and other LVAD players, announc-
ing it was accel erating the devel opment of afully implantable LVAD
heart pump system.

The company also announced it had signed on a team of
implantable device R& D team that was previoudly at St Jude Medi-
cal. Theteam will stay based in New Jersey although will beinte-
grated with the Australian R& D team.

The most surprising aspect to move by Ventracor isthat the com-
pany expects the fully implantable system to be introduced into
the current Destination Therapy trial inthe US* ASAP . Thecom-
pany expectsthat the US approval for itsDT devicewill beafully
implantable system!

The Ventracor LVAD, called the VentrAssist, is approved for use
in Europe and in Australia (it can be used for both Bridge-To-
Transplant and as Destination Therapy) and iscurrently inaBTT
andaDT trial intheUS.

Thelist pricefor thedevicein the USisUS$75,000. The company
isreimbursed at full pricefor any devicesused inthe UStrialsand
is currently selling devices into Australia and Europe. Salesrev-
enue for thefirst half of thisfinancial year were $6.2 million (up

from $1.1 million for the previous corresponding period) and also
importantly the net loss decreased, by 17%, to $14.9 million. For
the first time the company has started down the path towards
recording a positive income.

In Europe, the company increased the number of implants to 22
(from six for the previous corresponding period) and is working
on expanding the distribution networks in that region. New dis-
tributors have been appointed in Greece and Italy, additional hos-
pitals have adopted use of its device in Germany, and the com-
pany is working on reimbursement of the device in France and
Belgium.

The BTT trial in the US s on track, with 38 of the 140 patients
enrolled and enrolment expected to be completed this calendar
year. Approval inthe USfor BTT isanticipated in two and a half
yearstimeinlate 2010.

The DT tria inthe USisrunning abehind schedule with surgeons
wanting to gain further experience with the device in BTT trials
priortousingitin DT trials. DT enrolment is expected to accel er-
ate in this half year. To date 15 patients (from 225) have been
enrolled.

To be successful inthe LVAD market, companies need to be lead-
ing the pack on the technology front. The surprise move by
Ventracor to accelerateitsfully implantable systemisanother sign
that the company is aware of the competitive edge that’ srequired
to be successful in this sector.

Bioshares Recommendation: SpeculativeBuy ClassA

Biota Holdings — Announces Share Buy Back
BiotaHolding (BTA: $1.28) reported its half year results for the
period ending December 2007 thisweek, posting a profit of $5.5
million on the back of revenues of $30.4 million. Relenzaroyalties
were $16.5 million, a30%increase fromthe previous correspond-
ing period (PCP). On acalendar year basis (ie CY 2007), Relenza
roydtiesincreased 153% to $43.6 million.

The company expended $8.5 million on litigation, up from $3.4
million PCP, and expectsto spend in the order of $15-$16 millionin
FY 2008. To date, Biotahas spent $27 millioninlegal costssinceit
commenced litigation against GlaxoSmithK linein 2005.

The company also announced a share buy back to acquire up to
5% of issued stock. Buy backs are typically a means by which
companies signd to the market the belief that they are underval-
ued and are confident of the company’s asset quality and strate-
gicdirection.

— Cont'd on page 7
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Biotech History

Leon Serry’s Address to the Melbourne Life Sciences Lunch Club

L eon Serry, the Managing Director of Circadian Technolo-
giesisretiring as of March 1, 2008. He will continuein a
consulting rolewith the company but al so expectsto under-
take various tasks on behalf of the biotech sector. The new
Managing Director will be Robert Klupacs, who commenced
working with Circadian asManager, Strategic Devel opment,
inAugust 2005.

Serry founded Circadian 24 years ago and listed the com-
pany onthe ASX'ssecond board in March 1985. Inalunch-
time address to the Melbourne Life Sciences Lunch Club
on Friday February 22, 2008, Serry told the group that after
24 years of commencing work each day at 8.30 AM and
finishing at 6 PM, he was "sad to be leaving" but needed
someflexibility in hislifeto pursue other goals.

Serry recalled the time from when he conceived of estab-
lishing Circadian inthe mid 1980sfollowing reading astory
in Time magazine on the newly emerging interferon drugs.
He commented on several decades worth of biotech expe-
rience, including the company's early yearswith melatonin
and thecircadian rhythmsproject, the circumstancesin which
it sued Eli Lilly and Co and received a$5 million payment,
and the company’ s particular approach to commercialising
medical inventions.

However, Serry also commented on several challenges be-
fore the sector, arguing that "we can never have an indus-
try in Australia until we get the money to fund Phase ||
trials’. Serry believes that tax concessions for Phase Il|
trialswill provideacritical financia boost to the sector. Serry
indicated that although he is stepping down from the MD
role at Circadian, he will continueto play an activerole on
behalf of the Australian biotech sector, as an advocate and
ambassador for a sector heis clearly passionate about.

He also said that despite the introduction of the ASX Code
of Best Practice for Reporting by Life Science Companies,
we continue to have aweakness in the area of clinical trial
reporting and that much stricter clinical trial sreporting guide-
lineswould definitely benefit the sector. Consolidation was
another industry issueraised by Serry, who expectsto seea
lot of consolidation occur, despite “the egos that get in the
way”.

The Circadian business model

Serry described the Circadian businessmodel, whichin Cir-
cadian parlance is called the Biocreator model, as an ap-
proach that has entailed early funding and early input. But
Serry said “when we get a project that is really good, we
spin it off.” This has resulted in the listing of Optiscan

Imaging , Metabolic Pharmaceuticals, Axon Instru-
ments, which was sold to Molecular Devices for $140
million, and Antisense Therapeutics.

TheBiocreator model ismorethan passive: “Wehelp with
patents and other things. We don't just provide the money.”
The approach has resulted in the incubating of projectsfor
many years and working very closely with the project sci-
entists. Serry also said that another benefit of the model
was that of providing entitlementsto Circadian sharehold-
ers(through spinouts), so that sharehol derswould get some
returns sooner. Another element of the model was the ap-
proach taken towards asset ownership, in which universi-
ties(or similar) took equity stakesin project assets or com-
panies. “With the universities, you are apartner inthe same
investment" said Serry.

Oneof theissuesfor Circadian over the yearswasthe prob-
lemof dilution. “1f wekept onraising fundswewould have
diluted the shareholders.” Asit was, Serry’ sstakein Circa
dian has been reduced from 65% at foundation to currently
5%, so personally he has been watered down.

Serry said that another significant investment wasthat made
in Amrad, which gave rise to an investment position in
Avexa, both of which created substantial shareholder value.

"Rightly or wrongly” Circadian had created sinceitslisting
the conditionsfor other biotech listingsthat have followed.
There are now morethan 120 listed biotechs (The Bioshares
count is greater than 130), compared to 89 inthe UK, 41in
Germany and 9 in France. Serry was awarded a standing
ovation from the best attended Life Sciences Lunch Club
meeting, which was well attended by both members of the
broking community and the biotech business community.

For aman with a penchant for documenting his many ideas
by writing them down on yellow post-it notes at home, the
event was a worthy tribute to that rare individual, a man
who has run a profitable biotech company and delivered
real cash returns to shareholders.
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Biotech Management Series

Risk Mitigation
Pete Bradley — Principal, Qatalyst

Risk is essential, even desirable

It is amost axiomatic in the biotechnology business world that
risk is essential, even desirable. The business of new therapeutics
is one where entrepreneurs, managers and funders risk dollars,
time and expertise against the potential of great rewards.

Risk can be defined as the combination of the probability of an
event and its consequences (ISO/IEC Guide 73). In businessit has
been defined as "the threat that an event or circumstances will
adversely affect the company's ability to achieve its business
objectives and execute its strategies successfully".

What is risk mitigation?

Broadly, risk mitigation can be viewed astheidentification, quan-
tification, management, monitoring and vigilance of potential haz-
ards. Thiswill alow pre-emptive actionsto maximise the chance of
success of a project or activity Risk mitigation should be a con-
tinuous and devel oping process which runs throughout the com-
pany's strategy and the implementation of that strategy. It should
address methodically al the risks surrounding the company's ac-
tivities past, present and, in particular, future. Easy to say, harder
to do.

Medical biotechnology companies face many risks that are com-
mon amongst all areas of therapeutic and device product develop-
ment and many that are specific to particular projects. Theserisks
can be split into three main categories.

External
Risks can arise from the external environment over which the com-
pany can exert littleif any influence, e.g, availability of finance

Internal

Riskscan aso ariseinternally and are ones over which over which
the management has complete control, e.g., managing a balanced
portfolio of projects, with the ability and fortitudeto initiate or kill
projects rapidly

An amalgam of internal and external factors

Finally there arerisksthat are an amalgam of internal and external
factors over which management can exert some influence, e.g.
investor understanding - during the development of any biotech-
nology company, investor enthusiasm for itstechnology and prod-
uctswill naturally wax and wane

The need for controls and reporting systems that address all these
risks is taken as a matter of course by a number of investors, but
many boards just focus on internal financia control and miss the
veritable minefield of risksthat surround them. The Turnbull Re-
port published in the U.K. in 2000 states that "all listed company
boards must either make an annual statement to their owners of
their board processes for risk assessment and subsequent deci-
sion making, or they must make a public statement asto why they
are not doing so"; thisis now built into London Stock Exchange

How do biotech companies do what they do?

Many of the activities conducted by life science firms are not
self-evident, so we have selected adozen different topics cov-
ering the major aspects of biotech company management as
the subjects of contributions from biotech CEOs and
exeperienced executives. We hope the series, which we com-
menced lat last year will both inform and educate. Thisfourth
in the series coversrisk mitigation.

requirements. Closer to home ASX Principle 7 "Recognise and
Manage Risk" requires a company to; "Establish a sound system
of risk oversight and management and internal control.

This system should be designed to:
- identify, assess, monitor and manage risk; and
- inform investors of material changes to the company's risk
profile.”

But why so important for biotech?

Irrespective of thelegidlative requirements, why isit important for
biotech companiesto identify and mitigate risk? Simply put - our
industry is a very high risk industry. As with any business, we
have to dea with the standard business risks of statutory, finan-
cial and personnel management including occupational health and
safety, training and performance management of employees, se-
curity for people, facilities and intellectual property. In addition
we haverisks due to the uncertain nature of the science (technical
risk), interpretation of data, clinical trial recruitment and manage-
ment, reimbursement and the rising expectations of the regulators.
Asan example, in the future it is envisaged that regulatory deci-
sions will be in part based on risk/benefit analyses rather than
data on average outcomes. The complexity of the analysis to be
performed will thusincrease.

These challenges are real and apply to all biotechnology compa-
nies, but there are risks specific for diagnostic, medical device,
small molecule, drug and biological product developers.

Diagnostic companies

In many segments of the diagnostics market, diagnostic compa-
niesarein an environment where there isno longer any dominant
technological design. The advent of quick affordable molecular
biology tools coupled with advances in proteomics means that a
primary driver hereistime. Competitors can enter the market more
quickly so marketing and product placement are critical risk fron-
tiers.

As product life cycles get shorter time is a critical issue for the
medical device developers too. This factor along with defining
study endpoints (blind studies are rare) and establishing quality
systems and manufacturing make devices a particular challenge.

Cont'd over
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Theincreasingly blurred interface between devices, biological and
drugs is also raising regulatory questions that require extensive
questions to be answered.

Drug development (small molecule) companies

Small molecule companies find themselves strangely enoughin a
similar spaceto device companies. The study, design and identifi-
cation of correct endpoints are critical to the preparation of the
regulatory dossier for the correct indication demonstrating the
appropriate efficacy. Therecent uncertainty caused by the equivo-
cal results from the four year Merck - Schering Plough
ENHANCE study of Vytorin demonstrate the critical nature of
getting study design right. Post marketing surveillance is also
critical here. The example of Vioxx and the subsequent fallout re-
quires these companies to maintain extensive information gather-
ing networks. In addition this change of focus has meant knowl-
edge of the mode of action and interactions with other conditions
and drugs is a major component of any regulatory submission.
The rise of personalised medicine will also impact significantly,
resulting in many more molecules targeted at specific patient
populations rather than the blockbusters.

Biologics companies

Biologics have perhaps the toughest row to hoe. The regulatory
agencies are scrutinising all aspects of the product devel opment
pathway. Areas of particular focus are anti-virals, gene therapies
and the use of biologics in manufacturing processes. Perhaps the
most dramatic example of why theregulatorsareincreasingly nerv-
ousis TeGener 0's TGN1412 which nearly killed all of the partici-
pantsinitsPhase 1 trial. Of particular interest to therisk environ-
ment was that TeGenero had only £2 million insurance cover for
that trial. The public reaction to this has meant that biologics need
to demonstrate with even more thoroughness the precept of "first
dono harm" beforelooking at efficacy. Thereare significant manu-
facturing and therapeutic delivery issues that are specific to
biologicals. The recent decisions by the FDA not to expand the
indicationsfor Genetech'sAvastin and Dendr eon's Provengevac-
cinearefurther examples of the conservative approach being taken
by the regulators.

Risk mitigationisessential but it will add significant cost to devel-
opment programs. A small survey of Australian biotech company
CEOs estimated the cost of a development program will increase
by 20to 30% if itismanaged well for risk. The components of this
cost increase are due to:

- alonger time commitment to activitiesuntil preliminary data
is established

- additional studiesto confirminitial findingsand define modes
of action

- additional opinions from thought leaders

- moretime and effort required for regulatory submissions

What if there were no risk mitigation strategies?

These are considerable costs and commitment of resources, but
what if there were no risk mitigation strategies? In that case, the
board and management would simply be gambling with theinves-
tors funds. In the event of a disaster that could have been pre-
vented by thorough risk mitigation, the consequences may be;

- the possible "fire sale” of assets,

- management changes (opportunitiesfor senior executivesto
further their careers el sewhere)

- loss of shareholders funds

- death of the company (and nothing good can happen when
you are dead!)

- aworthy diagnostic, device or therapeutic that will not reach
the market and potential benefits not flow through to the
community.

/\
The CEO

Transcript
W Keeping Inwestors Informed

For timely and efficient communication

www.theceotranscript.com.au

The CEO Transcript

with investors
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— Biota cont'd from page 3

Our view isthat cash depleting biotechs in general should retain
cash for development programs. However, Biotaison aquite dif-
ferent footing to most biotechs. Strong royalty revenues from
Relenza are expected to continue, and could increase further if
GSK increases production above an estimated annual capacity of
25-30 million treatment units. And the company may gain, if its
litigation with GSK is successful, a substantial payment.

Biotais capitalised at $235 million and held cash assets of $52.5
million at the end of the half year with receivables of $28 million.

Bioshares recommendation: Buy

Healthlinx — Ovplex Validated for Early Stage Ovarian
Cancer

Healthlinx (HTX: 10.5 cents) isaM el bourne-based diagnostic com-
pany that has been developing a test for ovarian cancer that is
superior to the general cancer marker test, the CA125 test.

It now looks that the company iswell on its way to achieving its
commercialisation target of first Australian salesin Q3 2008 with
pathology lab partner ARL Pathology following the receipt of an
independent verification report from Emphron I nfor matics.

The main finding of the verification study was that the test had
89.2% specificity and 93.9% specificity for early stage ovarian
cancer. An ovarian cancer diagnostic is of great benefit if it can
correctly identify the disease at an early stage, when treatment
options can have a greater chance of success.

An important commercia aspect to the Ovplex test isthat the test
isdesigned to fit in with current laboratory procedures and equip-
ment. This strategy should prove to be very important in seeing
the test licensed to international pathology or testing firms.

Healthlinx is capitalised at $8 million and held cash assets of $1.1
million at the end of the December quarter. We have previously
discussed Healthlinx as one of our top three under $20 million
picks (see Bioshares 245), and this view is confirmed with the
company’s recent announcement.

Bioshares recommendation: Speculative Buy ClassB

Bioshares Model Portfolio (22 February 2008)

Company Price (current) Price addgd to Date added Portfolio Ch anges — 22 Feb 2008
portfolio

Circadian Technologies 1.025 1.025 February 2008 IN:

Patrys $0.36 $0.50 December 2007 No changes

NeuroDiscovery $0.16 $0.16 December 2007

Bionomics $0.40 $0.42 December 2007

Cogstate $0.13 $0.13 November 2007 OUT:

Ventracor $0.45 $0.625 October 2007 No changes

Sirtex Medical $3.75 $3.90 October 2007

Clinuvel Pharmaceuticals $0.35 $0.66 September 2007

Starpharma Holdings $0.40 $0.37 August 2007

Pharmaxis $2.82 $3.15 August 2007

Universal Biosensors $0.85 $1.23 June 2007

Biota Holdings $1.28 $1.55 March 2007

Tissue Therapies $0.20 $0.58 February 2007

Probiotec $1.34 $1.12 February 2007

Phylogica $0.12 $0.42 January 2007

Peplin Inc $0.66 $0.83 January 2007

Arana Therapeutics $1.08 $1.31 October 2006

Chemgenex Pharma. $0.79 $0.38 June 2006

Cytopia $0.40 $0.46 June 2005

Optiscan Imaging $0.26 $0.35 March 2005

Acrux $1.00 $0.83 November 2004

Alchemia $0.47 $0.67 May 2004
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides biotech stocks into
two categories. Thefirg group are ockswith existing positive cash flows
or doseto producing positive 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-
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.

Group A
Stockswith exiting positive cash flows or closeto producing positive cash
flows.

Buy CMPis20% < Fair Value
Accumulate CMPis10% < Fair Value
Hold Vaue=CMP

Lighten CMPis 10% > Fair Value
Sell CMPis20% > Fair Value

(CMP—Current Market Price)

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 alliances, partnerships and scientific advisory boards,
indicate the stock isrelative 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
several key areas. For example, their cash position isweak, or
management or board may need strengthening.

Speculative Buy —ClassC

These stocks generally have one product in development and lack
many external validation features.

Speculative Hold—ClassAor Bor C

Sell

Corporate Subscribers: Phylogica, Pharmaxis, NeuroDiscovery, Biotech Capital, Cytopia, Biodiem, AranaTherapeutics,
StarpharmaHoldings, Cogstate, X ceed Biotechnology, Incitive, Optiscan Imaging, Bionomics, ChemGenex Pharmaceuticals,
Circadian Technologies, BiotaHoldings, Stem Cell Sciences, Hal cygen Pharmaceuticals, Peplin, BioM D, Impedimed, QRxPharma,

Patrys
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