In thisedition...

This edition of Biosharesis certainly
worth reading front to back. It provides
coverage of the Wilson HTM life sciences
conference held in Sydney this week.
Wilson HTM has been arguably the
strongest supporter of the biotech sector
in Australia as measured by capital raised.

The conference provides, in a snap shot,
the reasons why peopleinvest in the
biotech sector and why the Australian
biotech sector is offering such compelling
investment options. Most companies that
presented are extremely well fund, close
to market or have just reached the market,
and with exceptionally strong manage-
ment. The future promise of the Austral-
ian biotech sector, which has performed
dismally according to share prices over
the last two year, has never looked
stronger at the head of the pack.
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Wilson HTM Conference Coverage —
'‘Show Me The Money'

Wilson HTM held its annual life sciences conference in Sydney this week. While there
appearsto be amost complete chaosin equity markets, the take-home message from the
event isthat thereisanimpressiveline-up of biotech companiesin Australiathat arenow
set to launch their products onto world markets over the next threeyears. Their progress
innoway reflectstheir share price performance over thelast two years and this sector will
amost certainly deliver, in Bioshares' estimates, a very credible number of successful,
international life science businesses that will be immune from an expected global eco-
nomic slowdown, for those that are well funded.

A question of survival

One of thekey dynamicsthat has changed in the sector, as pointed out by Shane Storey,
Senior Research Analyst with Wilson HTM, was that the question of survival has come
to prominence. Since November 2007 there has been aradical change in sentiment to-
wardsbetter stocksinthe sector. A fear factor hasbeen emerging with companiesthat will
run out of cash and that arereliant on completing commercial dealsto survivethe market
turbulence and restrictive capital markets. Storey was optimistic in closing, pointing to
the busy years ahead between 2009 - 2011 which will see a very active period for new
product launches from the sector. Theseinclude product launchesin the US from:

2009 - Alchemia, Universal Biosensors, |mpedimed.

2010 - Acrux, Chemgenex Pharmaceuticals, Pharmaxis, Nanosonics, Halcygen Pharma-
ceuticals, Ventracor

2011 - CathRx, Avexa, Peplin, Pharmaxis, Heartware, QrxPharma, Universal Biosensors

Circadian - Aiming for deals in 2009

Robert Klupacsfrom Circadian Technologies was keen to stress once again that Circa-
dian has now changed from being an investment fund to a biotech company, apoint that
is still being missed by the market. Circadian has $52 million in cash and listed invest-
ments and is trading at more than a 35% discount to these tangibl e assets. Investment
funds commonly tend to trade at a discount to their net tangible asset value.

Circadian plans to exit its listed investments over the next three years, although not at
current prices. It ishopeful of securing amajor licensing deal in 2009 for accessto some
of its VEGF-C and VEGF-D assets. If that occurs, along with an expected revaluation of
the company, it would place Circadian in aposition to acquire Phase | b/l laprogramstofill
itsclinical pipeline.

Circadian has two international licensing deals in place. The earlier stage program is a
monoclona VEGFR-3 antibody program licensed tol mclone Systems, whichisexpected
to move into Phase | trials shortly. Circadian also has future royalty rights to sales of
Trinam, aVEGF-D gene therapy product from Ark Therapeutics, which will commence
Phaselll studiesthisyear. The potential market for that product, according to Klupacs, is
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over US$500 million ayear. (Circadian will receive a single digit
royalty from sales). In Phasell studies, Trinam wasshown to keep
veins healthy for an additional 12 months (17 months versus 4.5
months) in patientsundergoing regular kidney dialysis. The Phase
111 trial is expected to be finished in 2011.

Klupacs said that Genentech's VEGF-A drug Avastinisexpected
to reach sales of US$10 billion next year and “it hasn't even
scratched the surface yet”. It is this product that is driving
Genentech's growth. Circadian has the world's most comprehen-
sive patent portfolio over VEGF-C, VEGF-D and VEGF-R3 targets.

Cytopia - Trials in MPD to Start in 2009

Cytopias CEO Andrew Macdonald isexpecting to meet some major
milestones in 2009, which should stimulate interest in the com-
pany. Thecompany would liketo partner itsMPD (myeloprolifera-
tive disorders) program next year, which is expected to start clini-
cal studies early in 20009. It is expected an MPD trial will be com-
pleted before the company returns to the market for additional
funding. If it can achieve good data from Phase Il studies with
CYT997, then apartnership may occur in 2009 or 2010. Cytopiais
testing the cytotoxic properties of the drug in amultiple myeloma
Phase Il trial and the vascular disruption properties of the candi-
datein aPhase Il solid cancer study in patientswith glioma.

Cytopia has raised $50 million since listing and is capitalised at
around $12 million. The company believes in the portfolio ap-
proach, following similar business models to successful groups
such asExdlixis, Rigel Pharmaceuticals andVertex Phar maceu-
tical s.

Cytopia already has one program partnered with Novartisin
autoimmune disorders, including transplantation organ rejection.
This has been atough target according to Macdonald, although
is hopeful that a drug candidate will be selected soon. In June
20009, the collaboration with Novartiswill havereached threeyears,
at which point Novartishasan optionto extendit for afourthyear.

Cytopiaretained cash assets of $11 million at June 30, 2008.

Hexima - Interesting Deal Terms

Hexima's CEO Josh Hofheimer indicated the importance of being
ableto deal with large partnersfrom aposition of technology and
financial strength. The company has $35 million in cash and re-
cently secured a magjor anti-fungal deal with DuPont on very fa-
vourabletermsto Hexima, highlighting theinterest from DuPontis
Heximas technology.

Under the deal terms, Heximawill be paid from a percentage of the
value created for farmersfor any productsthat employ the Hexima
technology and the number of acres that have been planted, and
isnot tied to salesof any products. For any improvements offered
by genetically modified seeds, traditionally the farmer receives
60% of the upside and the seed supplier 40% fromincreased prod-
uct yields.

Hexima has an option to co-fund the registration processto dou-
ble the level of its payback. Hexima can also apply the DuPont

anti-fungal technologies to crops other than corn and soybeans
and license to other groups, for which DuPont would receive a
royalty. For Heximathis agreement coversonly one part of Hexima
technology for two crops, leaving Hexima with many other com-
mercialisation opportunitiesoutside the DuPont rel ationship. What
isextremely important isthat Heximais DuPont's exlusive antifun-
gal protein disease partner. And in corn and soy, DuPont is the
market leader in the US! (31% of corn seeds and around 40% of
soybean seeds).

Sales of GMO seeds started in 1998 with Monsanto's Roundup
Ready soy which is resistant to the Monsanto herbicide
Glyphosphate. The current market for GM seeds is worth US$8
billion with only 8% penetration. Growth has averaged 15.7% a
year over the last 10 years. DuPont has a 5% interest in Hexima
althoughisapassiveinvestor. Heximahasfour years of cash and
thefirst product is expected to reach the market in 2014.

Sunshine Heart - Feasibility Trial to Commence
Sunshine Heart wasvery pleased that it could report thisyear that
it had received an IDE approval to start afeasibility trial inthe US.
The company should be eligible for reimbursement in thetrial for
its products, with 20 patients expected to be recruited.

Co-principa investigator for the trial will be Bill Abraham, who
was the leading investigator for the M edtronic pacemaker (CRT)
trial who in arecorded interview says that this device could ulti-
mately improve the lives of tens of thousands of people.

Thedevice hasshown toincreaseblood flow to the heart by 65%,
something that the LVADs do not do (they supply blood to the
rest of the body). Pacemakers represent a$3 billion annual market
and are suitable for only 30% of Class 1| heart disease patients.
Theother 70% potentially could betreated using Sunshine Heart's
C-Pulse device.

The pivotal tria to follow the current feasibility trial will likely
involve around 200 patientsin 30 centres. It would take one year
to completeenrollment and would likely requirea12 month follow-
up period. The price of the C-Pulseis likely to between that of a
pacemaker (US$40,000) and an LVAD (US$80,000-$100,0000). Sun-
shine Heart will also be working on a second generation fully
implantable system.

Sunshine Heart retained cash assets of $10 million at June 30,
2008.

CathRx - Sales have Commenced in Europe

The CEO of CathRx, Neil Anderson, said the CathRx catheters
providethe most significant and fundamental improvement in car-
diac cathetersin 20 years. Last month, the company began selling
its catheters into Europe via distributors. It has been used in 12
proceduresin the last three weeks.

The company is forecasting sales in excess of $30 million for
FY 2011. Itsnew facility in Homebush Bay will have aninitial prod-
uct capacity of $12 million ayear with afull upgradable capacity to
$150 million a year. The company currently employs 60 people.
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Employment Opportunities

CSL

Business Development Manager

CSL isaglobal, specialty biopharmaceutical company that devel ops, manufactures and marketsinnovative productsto treat and prevent
serious human medical conditions. A progressive culture and dynamic management team enable CSL to be a rapidly growing and
successful Australian pharmaceutical company.

Y our solid commercia and financial knowledge, along with project management and negotiation skills combined with your experiencein
the pharmaceutical or biotech industry putsyou in position to make agreat success of this challenging role. Based in Parkville, you will
be responsible for the coordination of due diligence activities associated with New Product Evaluations. Y ou will ensure al relevant
reviews are conducted and prepare business cases when necessary. You will aso assist in the identification and evauation of R&D
products and companies that may be licensed in or acquired according to CSL criteria.

Y our networking, communication and negotiation skillswill comeinto play asyou work closely within the Business Development team
and participate in obtaining new product opportunities and technologies. Y ou will negotiate licenses and agreements and ensure all deal
valuations, strategies and terms are thoroughly prepared. Travel may be involved in this role, so your flexible attitude will be valued.
With graduate qualifications in a health-related discipline, post-graduate qualifications in business administration and a proven track
record in business development, you have just the right mix of skills and experience to excel in this position.

For moreinformation regarding these roles, or to request position descriptions, please contact Katherine Wirth on
039389 1911 or email: Katherine.Wirth@csl.com.au

CSL

Business Development Analyst

CSL isaglobal, specialty biopharmaceutical company that devel ops, manufactures and marketsinnovative productsto treat and prevent
serious human medical conditions. A progressive culture and dynamic management team enable CSL to be a rapidly growing and
successful Australian pharmaceutical company.

With your experience in the pharmaceutical /biotech industry in marketing and business development, thisroleisanided fit for you. As
part of the Business Devel opment team supporting the R& D group, you will work towards achieving CSL’ sgrowth projectionsthrough
assisting in the evaluation of potential new business opportunities, new products that may be in-licensed and opportunities to
commercialise CSL R&D activities.

You will draw on your strong understanding of marketing principles and your advanced analytical skills as you coordinate market
research, conduct analyses on opportunities and make recommendations on commercialisation activitiesrelating to these opportunities.
It will also fall to you to ensure all business activities comply with relevant legal and ethical standards.

You're a strategic thinker with highly developed project management skills and the ability to establish and maintain professional
networks. Y our solid financia knowledge and experiencein business devel opment will bevaluablein thisrole, aswill your understanding
of recombinant antibodies and ability to work in a high calibre team. Y ou have graduate qualificationsin a health-related discipline and,
preferably, post-graduate qualifications in business.

With commercial experience and a background in the biotechnology industry, you were made for thisrole.

For more information regarding these roles, or to request position descriptions, please contact Katherine Wirth on
03 9389 1911 or email: Katherine.Wirth@csl.com.au
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The company has started to generate revenue after only three
yearssincelisting on the ASX.

CathRx held cash resources of $18 million at June 30, 2008.

Nanosonics — Well Funded

Nanosonics is another of the well funded life science companies
that presented at this conference. The company has developed a
new sterilisation device to cleaning hospital instrumentation us-
ing a nebulized hydrogen peroxide solution in a contained sys-
tem. The company anticipates sal esto begin in January/February
2009in Australiaand New Zealand and in April in parts of Europe.

The company this week announced the appointment of seven
distributors (one in Australia and New Zealand and five in Eu-
rope) and the manufacturing facility is on track for January 20009.
Nanosonics has $22 million in cash with aburn rate of $700,000 a
month.

Thefirst marketisfor sterilisation of ultrasound probes. Thereare
an estimated 457 million ultrasound procedures a year. The
Nanosonics technology offers the advantage of safe handling
with no toxic waste products and the cleaning procedure can be
conducted at point of care in five minutes versus one hour for
existing processes. Nanosonicswill not only sell the cleaning hard-
ware, but al so the hydrogen peroxide cleaning solution, fromwhich
itwill be paid for each procedure. Thetechnology isapplicableto
the cleaning of a range of other medical devices, including
endoscopes. The company is capitalised at around $58 million. It
has 42 employees.

Heartware — US Trials for BTT have Commenced
Heartware has submitted its LVAD (heart pump) for approval in
Europe and has commenced US trials with the device for bridge-
to-transplant (BTT) use. The company's Director of Corporate
Development, Howard Leibman, said results from the device to
date were comfortably ahead of the recently approved Heartmate
Il devicefrom Thoratec. L eibman pointed to the solid share market
performance of Thoratec since the Heartmate |1 device was ap-
proved, now capitalised at US$1.5 billion and trading at closeto a
12 month high. The successof Thoratecisabenefit to Heartware,
said Leibman, with Thoratec paving theway ingrowingthe LVAD
market.

To date, one patient has survived in excess of 600 days on the

months to complete and will enrol 150 patientsin 28 centres. The
destination therapy trial (for permanent use) will start in 2009 and
will take two years to complete. The company anticipatesto gen-
eratearound $25 millionin revenue from the UStrials, wherereim-
bursement isreceived during the trials of US$70,000 per device.

According to Leibman, one of the appeal sof thisdeviceisitsease
of implant, quoting one surgeon who commented that the proce-
dure was so straightforward he could "throw the device in".
Heartware will sell direct to customers and not use distributors.
The company has a capitalisation of around $170 million with 102
employees. (Including asubsequent placement, the company had
$47 millionin cash at mid year.)

Universal Biosensors — Q2 2009 Milestone Ahead
Universal Biosensors (UB) hasgenerated positiveresultsfromits
new glucose monitoring system against existing products. Itstest,
to be sold by Lifescan (Johnson & Johnson), is expected to be
cleared for salein the second quarter of 2009 although the timing
of release will be determined by Lifescan. Lifescan has around
25% of the global glucose monitoring market.

The company'sinitial manufacturing capacity is 750 million strips
ayear and isexpected to doublethat capacity inthenew year. The
extra capacity will allow the company to keep up with strong de-
mand or can be used to manufacture the company's subsequent
products under development.

UB is aso working on a second glucose monitoring product, al-
though further details were not provided due to confidentiality
reasons. This product will expand the use of the diagnostic test
for peoplewith diabetes. The company expectsto be profitablein
FY 2010, fromits manufacturing sales, and also including recogni-
tion of tax losses.

The benefits of the new glucose monitor are reduced costs of
goods, better precision and easier use for patients. The company
expects to find partners for its subsequent products. These are
teststo measure at point-of-care C-reactive protein (inflammation)
and prothrombin time (warfarin uptake), to be completed in 2010,
and aD-dimer (blood clot) test in 2011.

UB retained cash assets of $36 million at June 30, 2008.
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Alchemia — Updates on fondaparinux and HA-
irinotecan

Peter Smith, the CEO of Alchemia, presented largely on Alchemia's
fondaparinux asset, which he commented was the strongest point
of interest for Australian investors. There is ho chemical or mo-
lecular risk with the synthesis of the drug remaining, which Smith
said was likely the most difficult of drugsto manufacture, taking
Sanofi Aventisup to 15 yearsto produce.

The company's partner in the USisDr Reddy's, which is number
threein terms of the number of DMFs (drug master files) recorded
by the FDA, with 130 generic DMFs held by Dr Reddy’s. Sales
uptake for genericsis amost immediate in the US. The top seven
group purchasing organisations (GPOs) in the US handle 85% of
the buying for US hospitals, highlighting the very narrow distri-
bution channels.

Themathsfor Alchemiaisrelatively straightforward. The branded
drug Arixtrawill generate sales of around US$200 million in 2008,
whichisexpectedtoincreaseto US$250 - US$300 millionintheUS
in 2009 if the current growth rate continues. Alchemia expectsto
achieve at least a 40% market share very quickly with minimum
50% profit share (and up to 60%) which correspondsto 30% - 35%
of generic salesflowing back to Alchemia. Price discountingisnot
expected to exceed 20% with only one generic (Alchemia's) onthe
market. (Based on an exchange rate of AUD=0.70USD and the
above assumptions, Alchemia stands to receive around $40 mil-
lion ayear from fondaparinux sales from mid 2009.)

The main threat to the market isthe recently approved Factor Xa
inhibitor, Xarelto (Bayer, Johnson & Johnson) approved in Canada
and Europe. Smith says this drug could end up selling over $6
billion ayear. The impact for fondaparinux could be mixed, with
fondaparinux also aFactor Xainhibitor (indirectly). Fondaparinux
is an injectable drug whereas Xarelto is an oral drug. However,
injectables are preferred in the hospital setting, particularly after
surgery when patients experience nausea.

Lovenox and Xarelto are priced similarly at US$30 a day, versus
Arixtraat US$26 aday. Alchemiasfondaparinux could comeitat a
20% discount at around US$21 without destroying the market,
conforming to unwritten rules of engagement that govern the ge-
nerics drug market.

Arixtraisstill awaiting approval for usein theindication of Acute
Coronary Syndrome. When it isreceived there may be significant
and faster uptake for use in thisindication compared with use as
an anticoagul ant in knee and hip surgery with cardiol ogistsbeing
early adopters unlike orthopaedic surgeons.

Alchemiawill not start isoncology trial with HA-irinotecan until it
can fund thetrial, with Smith stressing you do not want to start a
trial when you can't finish it. Smith indicated the company will be
filinganamendment toitsIND, to eval uate HA-irinotecan without
Erbitux now in patients with metastatic colorectal cancer but who
are not expected to respond to Erbitux. This will bring down the
cost of thetrial significantly.

Smith does not expect to conduct acapital rasing at current prices
to fund the trial and is prepared to wait for revenue from its lead
product sales which are due to start around mid 2009, if the FDA
approvesthefirst generic fondaparinux within 180 days, whichis
the aim of the FDA under the GIVE initiative.

Alchemiahad $15 millionin cash at mid-year withamarket capitali-
sation of $29 million.

Chemgenex Pharmaceuticals — Omacetaxine on
Track for 2010 Approval

The Chief Operating Officer at Chemgenex Pharmaceuticals, James
Campbell, said he believes the company's lead drug candidate,
omacetaxine, is on track to be approved in 2010 in the US. The
company has no composition of matter patent over the compound,
although it has secured protection with manufacturing patents,
use patents, formulation patents and patents around new ana-
logues.

The first indication will be for patients with chronic myeloid
|leukemiawho becomeresistant to Gleevec (devel oped byNovartis)
and hold a particular gene mutation (T315i). Patients with this
particular mutation will generally die in 18 months according to
Campbell (without the benefit of omacetaxine treatment).

Duetotheincreasinglevel of resistanceto Gleevec, the US$30,000
cost of Gleevec per year often reaches US$50,000 because of in-
creased doses needed to fight resistance.

Chemgenex has opted for the quickest path to market, selecting
the above specific patient population. Patient numbers to gain
approva might beaslow as40 (!) with no other therapy optionsto
this patient group. This allows the company to conduct asingle
arm open study. Results to date have shown that by the third
cycle of omacetaxine, 80% of patientsin thisgroupwill generatea
positive haematol ogical response to the drug.

The company anticipatesthe datafrom its current trial will be out
in May and the company will completeitsfiling for approval with
the FDA in June/July next year.

With regards to any M&A activity, the company can not wait
around and will launch into pre-commercialisation, having recently
hired an ex-Novartis employee to attend path-to-market issues,
including handling of reimbursement i ssues. Campbell said thisall
adds value to the company, which should it be acquired at some
stage. According to Campbell, asmall salesforce of up to 10 peo-
ple could sell the omacetaxine drug in the US, where 80% of the
patients are treated in only 20 centres.

Intermsof salesforecasts, Campbell suggested that WilsonHTM’ s
analyst sales forecast of $67 million in 2012 for T315i-positive
mutationsand $65 millionin 2012 for patientswho havefailed two
tyrosinekinaseinhibitor drugsto begood but alittle conservative
(total $132 million of salesin 2012).

ChemGenex holds estimated cash assets of $23 million.
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Biota Holdings — Considering In-licensing Options
Biota's CEO Peter Cook stressed that the company's objective
was to reward shareholders through asset growth, not through
any dividend payments. The company isseeking to maintain cash
neutrality from its operations and to manage risk by licensing
early. The company is considering in-licensing options and has
added to early stage programs, one being anon-nucl eoside hepa-
titis C program and CMV (cytomegalovirus) program.

Relenzaroyalties are expected to generate between $15 - $50 mil-

lionayear upto 2014. The best seasonal influenza season hasjust
passed for makers of the flu drugs Tamiflu and Relenza, with sales
of US$700 million being achieved. There is also a US$3 hillion
stockpile market. Relenza has a shelf life of five years. When a
pandemic does hit, and Cook stressed there will be another flu

pandemic, use of stockpiling will go first to emergency care staff,

health care workers, schools and to undertakers.

Peplin — To Submit NDA by mid-2010

The gold standard in treating actinic keratosis (AK) lesions has
been cryotherapy (liquid nitrogen), fromwhich dermatol ogistshave
made good business. However, most lesions treated by cryo-
therapy come back within ayear (72%) and healthcare payorsare
keen to see a more effective treatment.

Theexisting topical treatmentstake between 4 - 16 weeks of daily
or twice daily applicationswhich resultsin low levels of full com-
pliance of treatment. And the efficacy results reported in clinical
trials for these treatments are as a result not realistic in practice.
The treatment also causes scaling, erythema and swelling over
the treatment period for 4-16 weeks. By comparison, the Peplin
alternative takes only two to three treatments.

Peplin anticipates completing both its Phase |1 trialsfor AKson
the head and the rest of the body in 2009. It should submititsNDA
inmid-2010 whichwill seethedrug onthe marketin 2011 if all goes
well (only three years away).

One of the lead topical products on the market, Aldara, sells for
US$756 per therapy (around A$1100 on the current exchangerate).
Many dermatolgists have built their businesses around cryo-
therapy treatments, which are used in 75% of AK treatments.
Topicals are used in 16% and topicals in combination with cryo-
therapy are used in the remaining procedures. However, thereim-

bursement ratefor cryotherapy isfalling by about 15% ayear. The
dermatologist is paid US$60 for the first treatment and then US$6
for each subsequent lesion treated. The use of combination treat-
ment is growing within the field. The current market for topical
treatments of AKs in the US is approximately US$200 million a
year with 1.26 million topical treatmentsayear for AK inthe US.

Peplin holds estimated cash assets of $87 million.

Acrux — Profits Expected in 2010

According to Acrux's CEO, Richard Treagus, the Acrux business
iswell funded and the company does not need to go back to the
market ($34 million in cash at mid year). The company expectsto
be profitablein 2010. While the company's|ead product, Evamist,

ahormone replacement therapy transdermal spray product being
marketed by KV Pharmaceuticals in the US, is doing well, the
company's second product, a male testosterone lotion, was re-
cently listed as one of the global top five most promising drugs
entering Phase |11 studies by Thomson Reuters.

The global market for male testosterone drugs is now US$900
million ($1.3 billion) and growing at 20% ayear. Acrux has added
two additional doses(now four) initsPhaselll trial to help ensure
aclear outcome. Thetrial will involve 150 men with low testoster-
onelevelswith 30% of participants now recruited. Recruitment is
expected to be completed by June next year with resultsout in Q3 2009.

Acrux islooking to grab 30% of the global market withitsproduct,
which will generate net margins of 60%, with between 40% - 50%
flowing through to Acrux (by Bioshares estimates a net revenue
to Acrux in excess of $160 million ayear !).

Inasurvey of 136 doctors and speciaistsearlier thisyear, 91% of
physicians rated the Acrux testosterone lotion as very good or
excellent inimproving patient experience over existing maletesto-
steronegels. And 87% said they would offer thelotion to existing
gel patients. Treagus said it is not good enough to approach po-
tential licenceeswith trial resultsand market sizes, but that results
from market surveys were very important when negotiating mar-
keting deals. Receipts from the mal e testosterone |otion sales are
expected to bereceived by Acrux in 2010.

Pharmaxis — Bronchitol filed with the TGA

Pharmaxis CEO Alan Robertson said the company's preclinical
candidate PXS25 was looking “robust” as a treatment of lung
fibrosisand with PXS4159 will both moveinto theclinicinthe next
yedr.

Bronchitol for the treatment of cystic fibrosis (and bronchiecta-
sis) will be the only drug that will alter the treatment of CF if
approved. Theleading drug Pulmozyme, which generated sal es of
US$440 million and liquefies mucous, still requires physiotherapy
to remove the mucous build up.

The company is anticipating a 30% take-up by CF patients in
Europeinyear onewhen thedrugisreleased based on Pulmozyme
penetration rates. There are around 30,000 peoplein Europe with
CF. Thedrug will be onthe market in Europe at the earliest in mid-
2010.

Pharmaxisreceivesacall every day from patients asking when the
treatment will be available, suggesting the rapid penetration rate
isno overly optimistic.

Bronchitol has been filed with the TGA for approval in Australia
for the treatment of bronchiectasis. The company has been well
supported by the Australian government through | 1 F venture capi-
tal funding, over $10 millionin R& D Start grants and the company
isalso aP3 grant recipient, suggestingitisinthe Australian Gov-
ernment'sinterest to ensurethedrug ismade availableto Austral -
ians as quickly as possible, if it meets regulatory requirements.
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In Australia, the company can not ask for pricing coverage under
the PBS until it isapproved by the TGA. However, once the drug
isapproved, it cannot be given free to patients on acompassion-
ate use basis, which is currently the case with 200 people, which
may also encourage government departments get the drug onto
the market in Australia sooner. Another point to noteisthat abo-
riginal children have the highest incidence of bronchiectasis in
theworld. In Australiathere are 33,000 peopl e suffering with bron-
chiectasis.

Pharmaxis held cash assets of $106 million at September 30, 2008.

Bioshares Model Portfolio (17 October 2008 Portfolio Changes — 17 Oct 2008
Company Price (current) Price added to Date added
portfolio IN:

SR $0.60 $0.60 October 2008 We have rebalanced the portfolio with three
Atcor Medical $0.10 $0.10 October 2008 companies (Hexima, Atcor Medical and CathRx)
CathRx $0.70 $0.70 October 2008 that arein relatively stronger financial positions
impedimed $0.70 $0.70 Aug-08 and have b_etter access to funds than many _
Antisense Therapeutics $0.05 $0.07 Aug-08 Others_' While Atcor and CathRx may ”eeo! toraise
Mesoblast $0.83 $1.05 Aug-08 fundsin the next 12_ months, they are not likely to
Collostis $2.01 $2.07 April 2008 need to raise fundsin the very short term.
IDT $1.80 $1.90 March 2008 OUT:
st e |t | S0 T rnnat] o eimpctol dsreost et i
Bionomics $0.28 $0.42 December 2007 eqU|t_|ee markgt_s and an outlook for difficult

funding conditions ahead, we have removed
Cogstate $0.16 $0.13 November 2007 Optiscan Imaging, NeuroDiscovery and Avexa.
Sirtex Medical $2.26 $3.90 October 2007
Clinuvel Pharmaceuticals $0.24 $0.66 September 2007
Starpharma Holdings $0.25 $0.37 August 2007
Pharmaxis $1.55 $3.15 August 2007
Universal Biosensors $0.67 $1.23 June 2007
Biota Holdings $0.43 $1.55 March 2007
Probiotec $1.29 $1.12 February 2007
Peplin Inc $0.36 $0.83 January 2007
Arana Therapeutics $0.83 $1.31 October 2006
Chemgenex Pharma. $0.60 $0.38 June 2006
Cytopia $0.13 $0.46 June 2005
Acrux $0.75 $0.83 November 2004
Alchemia $0.20 $0.67 May 2004
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides biotech stocksinto
two categories. T hefirst group are stockswith existing positive cash flows
or closeto 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

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.

relative risk within that group, to better reflect the very large spread
of risk within those stocks.

Group A Speculative Buy — ClassB

Stockswith existing positive cash flows or closeto producing positivecash ~ These stocks may have more than one product or opportunity, and

flows may even be close to market. However, they are likely to be lacking
in several key areas. For example, their cash position is weak, or

Buy CMPis 20% < Fair Value management or board may need strengthening.

Accumulate CMPis10% < Fair Vaue Speculative Buy —Class C

Hold Vaue=CMP These stocks generally have one product in development and lack

Lighten CMPis 10% > Fair Value many external validation features.

Sell CMPis 20% > Fair Value Speculative Hold—ClassAor B or C

(CMP—Current Market Price) Sell

Corporate Subscribers: Phylogica, Pharmaxis, Biotech Capital, Cytopia,Arana Therapeutics, Starpharma Holdings,
Cogstate, X ceed Biotechnology, Optiscan Imaging, Bionomics, ChemGenex Pharmaceuticals, Circadian Technologies, Biota
Holdings, Stem Cell Sciences, Halcygen Pharmaceuticals, Peplin, BioMD, Impedimed, QRxPharma, Patrys, Labtech Systems,
Hexima, Proteome Systems

Disclaimer:

Information contained in this newsletter is not acomplete 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 I ndustry and Market Analysis Pty Ltd (BIMA) and any of their associates, officersor staff may have
interestsin 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’ sinvestment objectives, financial situation and particular needs. Accordingly, no recipientsshould rely on any recommendation (whether expressor implied) containedinthis
document without consulting their investment adviser (Corporations Law s.851). The personsinvolvedin or responsiblefor the preparation and publication of thisreport believethe
information hereinisaccurate but no warranty of accuracy isgiven and persons seeking to rely oninformation provided herein should maketheir ownindependent enquiries. Details
contained herein have beenissued on the basisthey are only for the particul ar person or company to whom they have been provided by Blake Industry and Market AnalysisPty Ltd. The
Directorsand/or associates declareinterestsin the following ASX Healthcare and Biotechnology sector securities: AAH, ACL, ACR, BLS,BTA, CGS,CXD, CYT, CUV, CXS, HXL,
IDT,MBP, PAB, PBP, PLI, PXS, SHC, SPL, TIS,UBI. Theseinterests can change at any time and are not additional recommendations. Holdingsin stocksvalued at lessthan $100 are
not disclosed.

Subscription Rates (inc. GST)

48 issues per year (electronic digtribution):  $320
For multiple email distributionswithin $550 2-3 email addresses
the same business cost centre, our $750 4-5 email addresses
pricing structureis as follows: $950 6-10 email addresses

To subscribe, post/fax this subscription form to: Bioshares

PO Box 193 Richmond VIC 3121
Fax: +61 3 9671 3633
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