In this edition...

A reassuring feature of the Australian
biotech sector is the depth and spread of
medical technologies being devel oped,
with classic drug development only one
facet of the sector. In this edition we
focus on two companies that exemplify
thisdiversity, including Acrux and its
metered dose transdermal drug delivery
technology and X ceed Biotechnology’s
investee company Polynovo. Polynovo's
polyurethane compounds are being
evauated for their potential in wound
management, cosmetics, bone repair and
as biodegradabl e stents. X ceed is planning
to demerge Polynovo and undertake a
separate listing for it in the coming
months.
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A Blockbuster Week for Australian Biotech

Theweek ending August 10, 2007 was a blockbuster week for Australian biotech firms. A
bevy of company announcements were released that demonstrated that the sector isalive
and well and progressing better than expected by many observers, even exceeding
Bioshares expectations in several instances. Several noteworthy events of the week are
listed below.

Biota Posts a Profit of $20 million

Sector stalwart Biota posted a$20.2 million profit for the FY 2007, with profitability stem-
ming from growth inroyaltiesfrom Relenzasal es. Relenzaroyaltieswere $38.8 million for
FY 2007 compared to $5.2 million in the previous year. At the same time the company
announced its cash reserves had increased to $62 million, higher than our recent estimate
of $55 million. The company is now in a comfortable position financially, and is able to
both support its drug discovery and development programs and its litigation with
GlaxoSmithK line without recourse to shareholders for funds. Potential upside for the
stock exists in the form of the company winning its suit against GSK, for which the
company has re-specified damages of $564 million-$704 million, and from ongoing influ-
enzadrug stockpiling aswell as re-stockpiling.

Evogenix Shareholders Agree to Peptech Merger

Inavote that was far from certain, Evogenix sharehol ders voted to merge with Peptech.
Under the scheme of arrangement process for managing the merger, more than 75% of
shareholders were required to agree with the proposal. This merger offered 15 centsin
cash for each Evogenix share in addition to roughly half a Peptech share. The proposal
goes to court for ratification on August 17. This decision indicates a degree of maturity
beginning to pervade the local sector.

Peplin to Redomicile to the USA

Inafirst for an Australian biotech, Peplin announced aproposal to redomicileitsprinciple
corporate entity into the USA, with the Australian entity to be delisted and become a
subsidiary of Peplin Inc. The US entity is expected to seek a Nasdaq listing. Once the
proposal is approved, shareholderswill trade their converted shares as Chess Depositary
Interests (CDIs), the same type of instruments that Australian investorsin Resmed and
Sunshine Heart hold for example. Peplin also announced a placement of $20 million,
boosting its estimated cash reserves to $45 million. (More details on page 4)

What's it all mean?

An element common to each of these announcementsis cash. Biotahas generated royalty
income from areal asset, Relenza; Evogenix is merging with a cash-endowed firmin the
form of Peptech; and although one of Peplin’saimisto more efficiently access US biotech
capital markets its also is aiming to apply that capital to effectively build a specialised
salesand marketing forcein the US, inamarket (dermatol ogical products) inwhichit has
aredlistic chance of doing so.
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Xceed to Demerge and Float Polynovo

Xceed Biotechnology (XBL: 19 cents) has two investments. It
owns 100% of Boron Molecular, which manufactures innovative
fine chemicals. It also owns 64% of polymer materials company,
called Polynovo Biomaterials. This latter investment is rapidly
moving from strength to strength which will bereflected in aforth-
coming separate listing of Polynovo.

In the last 18 months Polynovo has struck deals with two multi-
billion dollar international medical device companies and is cur-
rently in negotiations with athird similarly sized medical device

group.

The Polynovo technology

The core Polynovo technology is based on the use of afamily of
polyurethane compounds that have been developed to display
various physical and bio-chemical properties, called NovoSorb.
These properties can be manipulated to provide a suite of func-
tions particularly useful in biomaterial applications. For instance,
incorporating phosphorylcholine into the polyurethane polymer
backbone can decreasethe level of neutrophil adhesion and lower
immuno-inflammatory responses by the body. Adding compounds
such as sulfonium zwitterions when making the polyurethane poly-
mer can reduce platelet deposition and increase the degradation
rate of the biodegradable polyurethanes.

Theresult isthat these polymer compounds can be manufactured
to be implanted into the body with varying and controlled degra-
dation rates, they can display a wide variation in mechanical
strength, producing very elastic compounds or rigid bone-like
polymers that have high wei ght-bearing properties, and the range
of polymersthat have been devel oped are biodegradabl einto water
soluble non-toxic byproducts. The technology can also allow the
gradual and controlled release of pharmaceutical compounds.

Polynovo deals to date

Medtronic deal

In January last year Polynovo signed a deal with M edtronic for
the devel opment of two novel types of vascular mesh stents, used
to pry open narrowed arteries. The market for these stentsis in
excess of USH4 billion ayear with strong growth expected in the
medium-to-long term.

There are three main players in the stent market: Johnson &
Johnson, Boston Scientific, and Medtronic, which is capitalised
at US$61 hillion. Existing stents remain in the artery and eventu-
aly form part of the artery wall asthe artery grows over the stent.
Thisovergrowth can lead to restenosis, which isare-narrowing of
the artery. Advances in recent years has seen the advent of drug
eluting stents which delays this overgrowth.

Most of the major stent manufacturers have programsin place to
develop biodegradable stents. After three to six months of im-
plant, the artery wall section has re-established its mechanical
properties and the need for the implanted stent is not only unnec-
essary but problematic because of the overgrowth of smooth muscle
cellsreferred to above. Drug-€l uting stentsmay stop the overgrowth

problem in the short term but there is evidence emerging that
these stents simply defer the problem of overgrowth to a time
when the patient is no longer on blood thinning agents and the
risk of blockageincreases, perhaps explaining the lacking benefit
in survival with the drug-eluting stent

Polynovo has been working with Medtronic to develop both a
biodegradable stent and a stent coated with biodegradable mate-
rial that releases drugs to slow restenosis.

It's unclear which stent will reach the market first. Animal trials
have been successfully completed and the next stage is to con-
duct small efficacy trialsin around 60 people prior to conducting a
major study in around 200 people (estimated) comparing the
Polynovo/Medtronic stent with existing stents.

Animportant part of partnering with amajor market player such as
Medtronic is not only does it know how to bring the products to
market and has existing salesteams, but the product devel opment
iscontinually conducted in conjunction with practising clinicians,
with the design reflecting the needs of the market.

The objectiveisto havethefirst product on the market in as early
asthree years (although four to five years may be more realistic)
with Polynovo entitled to ahigh single digit royalty from sales. If
product sales could reach US$500 million ayear, it represents con-
siderable future royalty flow to Polynovo.

Biomet deal

In February this year, Polynovo announced its second major deal
for itsNovoSorb technology. Polynovo signed aglobal partnering
and licensing agreement with Biomet (market capitalisation US$11
billion) to repair torn cartilage in the knee (meniscus) and also for
crania bonerepair.

The NovoSorb material isbeing used as a biodegradabl e polymer
gluethat hasalight curing feature. Thefirst application with Biomet
is to repair the meniscus in knee that has resulted from sports
injuries. It will be used as a combination product to treat such
injuriesin amarket that isvalued at approximately $200 milliona
yedr.

The NovoSorb glue would seek to replace the use of pins and
sutures. The issue with repairing this area is the limited blood
supply to the meniscus which results in poor healing. Not only
can the NovoSorb product be made biodegradable, but it is be-
lieved the degradation process may even stimulate regeneration.

For treatment of facia cranial injuriesor deformities, the NovoSorb
technology alows the use of biodegradable drapes and glues to
be used in the reconstruction procedure that could potentialy
reduce surgical time substantially in a procedure that currently
involves reassembly of sections of the cranium and fixation with
pins.

Cont'd over
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Polynovo received an undisclosed upfront payment from Biomet
and will receive high single digit royalties from sales of any prod-
ucts. The first product could be on the market within 18 months
and should be regulated through the more straightforward 510k
approval pathway with the FDA.

Third deal — under negotiation

Last month the company announced it was in discussions with a
large undisclosed medical device company to license/partner the
technology for two orthopedic applications. Spinal fusion and
disc repair may be an application under negotiation, as may use of
the NovoSorb technology as abonefiller intreating bone injuries
or for general fixation using biodegradable screws and plates.

As the company progresses, it should be able to negotiate deals
withincreasing advantage. The current negotiation has been halted
while the demerger of Polynovo from Xceed is conducted. A deal
may be completed before year's end.

Other applications

The appeal of the Polynovo technology is the variety of applica
tionsfor such amaterial that lendsitself to manipulation to deliver
arange of therapeutic uses. In June last year Polynovo formed a
joint venture (80/20) with aburns surgeon, Dr John Greenwoodin
Adelaide, to develop a spray-on biodegradable bandage that con-
tains an anesthetic and anti-infective agents. Another product
being developed is a biodegradable wound dressing for severe
burns to seal the wound and deliver antibacterial agents. The
product would remain on the wound even when skin grafts are
placed on the burn site.

A second joint venture

A second joint venture (80/20) was formed last month to investi-
gate the use of the NovoSorb technology in plastic surgery as a
dermal filler inthe removal of wrinkles. Thejoint venture iswith
two plastic surgeons, Dr Tim Edwards and Dr Tony Moore, who
had successfully introduced a similar product to Australia called
Sculptra that was eventually sold to Sanofi-Aventis.

Demerger

Xceed Biotechnology has elected to demerge Polynovo which
will be listed on the ASX this year as a discrete business. An
underwriter hasyet to be elected. Currently the CSIRO owns 36%
of Polynovo. Presumably an agreement could not be reached with
the main shareholdersto roll the Polynovo asset into X ceed Bio-
technology, which would have been acleaner commercia approach
if the Boron Molecular business had been sold off.

Summary

The demerger will involve an in-specie distribution to all Xceed
shareholders of Polynovo shares. It's unknown what the listing
valuation of Polynovo will be. However, the Polynovo business
should be strengthened considerably with additional fundsraised.
Xceediscurrently capitalised at $19 million.

Bioshares recommendation: Speculative Buy ClassA

Bioshares

Subscribe to Bioshares and have a look at the depth of coverage that comes your way in a twelve month
subscription period.

A subscription to Bioshares for the year ending June 30, 2007 provided the following:

* 4 Quarterly Sector Reviews
* 4 Quarterly Cash Flow Statement reviews
* Annual Analysis of Stockbroker Performance
* Annual CEO Salary Survey
* Annual Clinical Trials Survey
* 31PO Profiles (QRxPharma, Stem Cell Sciences, Universal Biosensors)
* A Survey of Australian Biotech CEOs Regarding M&A (Devine et al)
* Features on Tier-1 companies, M&A trends and, pain drug and antibody drug development
business trends
...plus more than 100 specific in-depth analysis and updates on ASX listed biotech stocks

$320 per 48 issues (less than $7 per issue) — subscription details are on the back page
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Peplin Redomiciles to the US and Seeks Nasdaq Listing

Inafirst for an Australian biotech company, Peplin (PEP: 90 cents)
has decided to transfer its assets into a US-based entity, Peplin
Inc, and list the company on the Nasdag market in the US. The
company will retain its Australian listing, with shares to trade as
CHESS Depository Interests (CDIs). The company has also com-
pleted a $20 million placement at 90 cents a share, with MPM
Capital contributing just over 30%.

There are few downsides for local investors and it's a surprising
tack by Peplin, which is seeking to firmly base the businessin the
US, with future funding expected to beincreasingly sourced from
theUS.

Peplinwill beginitsfinal Phaselll trialsearly next year for itsskin
cancer treatment compound, PEPO05. Phase |1 results have been
consistently good, with the company on track to deliver aproduct
to the market that should offer clear advantages over existing
treatments. The product isexpected to reach the US market in 2010
with Peplin expected to build its own salesforce and sell the prod-
uct directly to US dermatologists. We expect the product, if ap-
proved, will generate global salesin excess of US$200 million a
year. The product will be out-licensed or distributors will be ap-
pointed in other regions.

Over the last two years, Peplin has been making the transition to
the US starting with aUS venture capital -based investment round
from MPM Capital, followed by the CEQO relocating to San Fran-
cisco at the start of this year. The company will maintain itsAus-
tralian operations. According to the company's CEO, Michael
Aldridge, the move will allow the company to raise funds more
efficiently, placing it on an equal footing with other US-based
biotechs.

The company has filed an | PO registration, which at the moment
indicates a US$75 million capital raising. The actual fundsto be
raised through a US IPO may be more or less than this amount.
The offer price of that offering will be conducted through a book
build process. The PO should be completed within 12 months,
and could potentially be completed this year athough that will
depend on a number of factors, including market conditions.

Implications for the biotech sector.

Peplin has continued to trade at a considerable discount to itsfair
value on the ASX. If that value can be successfully unlocked by
moving to the US, which will allow future funding to be accessed
moreefficiently, thenit will likely cresteapath for other Australian
biotechs in similar positions that want to access US capital mar-
kets on an equal footing with US counterparts. Aldridge believes
this move will deliver Peplin access to the US more efficiently,
more effectively and more completely. Peplin'smovetothe USis
aninteresting step and will be somewhat of atest casefor Austral-
ian biotechs.

Bioshares Model Portfolio (10 August 2007)
Company Price (current) Price added to
portfolio

Acrux $1.50 $0.83
Alchemia $0.84 $0.67
Biodiem $0.24 $0.29
Biota Holdings $1.72 $1.55
Circadian Technologies $1.18 $1.45
Cytopia $0.63 $0.46
Chemgenex Pharma. $0.85 $0.38
Neuren Pharmaceuticals $0.34 $0.70
Optiscan Imaging $0.42 $0.35
Peplin $0.90 $0.83
Peptech $1.35 $1.31
Phylogica $0.27 $0.42
Probiotec $1.16 $1.12
Starpharma Holdings $0.38 $0.37
Sunshine Heart $0.16 $0.19
Tissue Therapies $0.53 $0.58
Universal Biosensors $1.30 $1.23

Portfolio Changes — 10 August 2007

IN:
No changes

OUT:
No changes
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Acrux — A Core Long-term Holding

Acrxu (ACR: $1.50) hasbeen astellar performer over the course of
2007, climbing 95% fromitsclosing pricein 2006, anditisalso up
78% from a year ago. The company’s capitalisation has moved
from $66 million in June 2005, to $100 millionin June 2006, to $219
million in June this year and as of today stood at $234 million.
Whilethe Acrux story is known to many long-standing readers of
Bioshares, itsworth revisiting this stock becausein our view there
is more to come from this company and it easily stands as a core
long-term holding in biotech stock portfolios.

History

Acrux isadrug delivery technology company which was founded
in 1998 to commercialisetechnology inventedat M onash Univer -
sity. The company remained private until 2004, when it listed on
the ASX in September of that year. The company raised $30 million
through its PO and maintained the view that those funds would
be adequate for the company to reach profitability. However, the
company recently raised $22.5 million to fund the Phase |11 clinical
trials of the company’s Testosterone Metered Dose Gel product,
arguing that the additional value to be obtained from the activity
was an extremely attaractive proposition and easy to consider
following the successful completion of a Phase Il study in July.

Since inception the company has now raised approximately $85
million, but currently holds $40 million in the bank. Thisfunding
position should give the company ample resources to push ahead
withitsambition to apply its proprietary drug delivery technology
to even more areas, including non-hormone compounds.

The Acrux business model

TheAcrux business model is based on the technology out-licenc-
ing model. This is an appropriate model for most drug delivery
technology firms that possess a technology that can be applied

Acrux Product Development History

Prospectus - August 2004
Stage of development

Product pipeline Indication sought

many times over. In the areas of human therapuetics, drug deliv-
ery technologies are typically out-licensed at mid-to-high single
digit royalty rates. It is possible that higher mid-teen rates are
achievable where the technology offers significant patient ben-
efitsand product extension possibilites. For example, theroyalties
associated with Acrux’'s Evamist product now licensed to KV
Phar maceuticals(for the US market) arein the mid-teens (~15%).
Such royalty ratesare on par with rates obtained by drug develop-
erswho license out proprietary molecules. Theinvestment appeal
stems from the application of the technology to well understood
drugs where the safety profile of the drugs has been established
over many years. TheAcrux technology offers the royalty upside
of new molecule drug but without the risk attached to new mol-
ecule drug development.

The corporate structure of Acrux consists of a parent company
Acrux Limited, which controls 100% of Acrux DDS Pty Ltd,
Fempharm Pty Ltd and Acrux Pharma Pty Ltd and 90% of
Cosmeceutic Solutions Pty Ltd. Acrux isobligated to pay Monash
University in respect of certain assigned patents a 3.5% royalty of
net sales.

Product Updates

Evamist

Acrux’s most advanced product, Evamist, has recently received
marketing approval by the USFDA. The product isexpected to be
made available for US patients from October onwards. Evamist
will bemarketed by KV Pharmaceuticals, which acquired the prod-
uct from the orginal licensee Vivus for a US$10 million upfront
payment followed by aUS$140 million on FDA gpproval. A US$10
million milestone payment to Vivusisto be paid when Evamist net
(not gross) annual salesreach $100 million and $20 millionisto be
paid when Evamist net annual salesreach $200 million. KV Phar-

Cont'd over

August 2007

Partners Stage of development Partners

Note: MDTS - Metered Dose Transdermal System

Estradiol MDTS Menopausal symptoms Phase Il Vivus Inc (for USA) Approved by FDA (Aug 07) KV Pharm. (USA)
Aspen (AU,NZ)

Testosterone MDTS Female androgen sufficiency  Phase II Vivus Inc (for USA) Phase I Vivus Inc (for USA)
CSL (AU, N2) CSL (AU, NZ)

Fentanyl MDTS Severe pain Phase | Phase |/ US IND filed

Buspirone MDTS Anxiety related Phase | Terminated 2006

Testosterone MD Lotion Male androgen sufficiency Phase | Phase Il completed

Granisetron MDTS Nausea Phase | Terminated H2-2005

Oxybutynin MDTS Incontinence Pre-clinical Terminated H2-2005

Nestorone MDTS Contraception Phase | The Population Council Phase | completed

Nestorone + Estradiol MDTS Contraception Phase | completed

Nestorone + Ethinyl Estradiol Contraception Phase | completed

MDTS

Undisclosed Contraception Pre-clinical/formulation Organon

Nicotine MDTS Smoking Cessation Pre-clinical

Not Specified CNS diseases Pre-clinical

Undisclosed Parkinsons disease Pre-clinical/investigation

Undisclosed Hypertension Pre-clinical/investigation

Undisclosed Musculoskeletal Pre-clinical/investigation

Undisclosed Women's health Pre-clinical/formulation Organon

Cosmeceutics Anti-aging skin care BIE

Companion Animal Health Various

Eli Lilly (Elanco) Phase Il Eli Lilly (Elanco)
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— Acrux cont'd

maceuticals must pay the royalties to Acrux. These figures are
tangible evidence of the potential for Acrux’s drug delivery tech-
nology to deliver significant value and investors should note that
the figures relate to only one sales territory.

Testosterone MD-Lotion

Acrux has completed a Phase 1 trial of Testosterone MD-Laotion
and has announced plans to commence a Phase Il plan in Q2
2008. Acrux has developed an under-arm gel applicator similar in
action to an under-arm deodorant applicator. The patient benefit
is that the application is discrete, compared to the current slow-
drying gel products, which must be applied by hand to several
body regions. The testosterone market is estimated to be worth
globally $600 million and isgrowing at around 14% per annum.

Fentanyl

Fentanyl isapain drug that is administered in anumber of forms,
including the well known Duragesic patch (Johnson & Johnson).
Following a US IND filing, Acrux is planning a Phase | study of
fentanyl administered using its Metered Dose Transdermal
System (MDTYS). The tria will evaluate different doses at three
different sites of administration and will commencein the second
half of 2007.

Other products

Acrux hasanumber of other productsin development including a
contraceptive MDTS formulation being developed for Or ganon
(now part of Shering Plough), another undisclosed product with
Organon, and a female testosterone product with Vivus.

Acrux - Financial History

It has recently disclosed a number of products in the investiga-
tory stage of development. These are applications of its technol-
ogy to drugs that can treat Parkinson’s disease, hypertension and
muscul oskeletal conditions.

Summary

Acrux has ambitions to broaden opportunities within its business
but will also keep an eye out for external opportunities. It would,
for example, over the long term consider exploring technologies
complementary to the company’s current passive, non-occlusive
technology. The company has developed skillsin four key areas:
clinical, regulatory, manufacturing and partnering.

The company will be measured by its ability to generate more
products from its technology and it will be also measured by its
ability to partner these products at appropriate phases of their
development. The company’s signing of two separate deals with
Organonisanindicator of thelevel of interest the Acrux technol-
ogy can generate when it isput in front of potential partnersin an
attractive and commercially relevant way.

Acrux is a high quality stock and warrants inclusion in specula-
tive biotech portfolios as along term core holding.

Bioshares recommendation: Speculative Buy ClassA

(at June 30)
As a private company As a public company

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 cum. Cum. 02-07
Net Operational Cash Flows -$2.7 -$5.8 -$4.0 -$5.7 -$8.3 -$7.6 -$34.1
Net Investing Cash Flows -$0.3 -$1.3 -$0.5 -$0.6 -$0.5 -$0.4 -$3.6
Gross Financing $5.0 $0.0 $11.3 $9.9 $0.1 $0.2]  $30.0 $0.5 $5.5 $22.5 $84.90 $46.1
Net Financing Cash Flows $9.4 $0.1 $0.2 $27.8 $0.5 $5.5 $43.3

Cash End $17.8 $10.8 $6.6 $28.1 $19.7 $17.2
R&D (Direct) -$3.2 -$4.4 -$3.1 -$4.3 -$4.8 -$6.4 -$26.3
Emp Expense -$1.1 -$2.1 -$2.5 -$4.7 -$4.3 -$4.7 -$19.3
R&D+Emp -$4.3 -$6.5 -$5.6 -$9.0 -$9.0 -$11.1 -$45.6

Employees 16 25 29 36 43 39

Shares 130.9 134.625 142.8

Share Price $0.50 $0.75 $1.54

Capitalisation $65.5 $100.3 $219.2

ch. fr'05 $153.7

235%

Shares 156.05

Current Share Price (10/8/07) $1.50

Current Capitalisation $234.1

Adjusted Cash (for recent capital raising) $39.7

Technology Value $194.3
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Revision and corrections
In our short feature in Bioshares 226 that examined companies holding cash assets greater than $20 million, we failed to include
Novogen (cash at June 30 estimated at $55 million), and we also did not include Hear twar €' scapital raising completed in June that
gained the company $37 million and increased its pro forma cash position to approximately $45 million. Finally, with Biota's
announcement thisweek we are ableto includeits actual cash position at June 30, 2007 of $62 million.

REVISED AND CORRECTED TABLE FROM BIOSHARES 226
Biotechs with Reported/Estimated Cash Resources > $20 million (June-July 2007)

The result of these revisions and corrections is that 18 Australian biotech companies involved in drug or device devel opment
hold almost $1 hillion in cash assets. The aggregate capitalisation of these 18 companieswas $3.8 billion.

*includes share of cash in 67% owned Vegenics
** adjusted for recent capital raising
*** assumes merger with EGX

Tech. Value = Cap'n - Cash

SORT
Code Company Cash Source  Share Price* Capitalisation Tech. Value
1|PTD Peptech*** $170.0 Est. $1.39 $325 $155
2|PGL Progen Pharmaceuticals $100.0 Approx. $3.64 $217 $117
3]AVX Avexa $76.9 Rep. $0.59 $237 $161
4|PXS Pharmaxis $76.2 Rep. $3.38 $601 $525
5|BTA Biota Holdings $62.0 Rep. $1.74 $318 $256
6/CUV |Clinuvel Pharmaceuticals $60.4 Rep. $0.79 $239 $178
TINRT Novogen $55.0 Est. $1.86 $182 $127
8|VCR |Ventracor $49.0 Ann. $0.69 $214 $165
9|1QRX QRxPharma $46.0 Rep. $1.84 $138 $92
10|HTW |Heartware $45.0 Rep. $0.63 $155 $110
11|ACR Acrux** $40.0 Rep. $1.55 $242 $202
12|CIR Circadian* $40.0 Est. $1.22 $49 $9
13|CXS ChemGenex $25.0 Est. $0.90 $167 $142
14|ACL Alchemia** $25.0 Rep. $0.83 $133 $108
15|PEP Peplin $24.1 Rep. $0.90 $166 $142
16|FER Fermiscan Holdings $23.8 Rep. $1.83 $261 $238
17|uBlI Universal Biosensors $22.2 Rep. $1.35 $173 $151
18|MBP Metabolic Pharmaceuticals $20.0 Est. $0.13 $38 $18
Total $960.5 $3,854.3 $2,893.7

Reported (Rep.) figures are for June 30, 2007
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides biotech stocks into
two categories. Thefirg group are sockswith exigting positive cash flows
or doseto producing postive cash flows. The second group are stocks
without near term positive cash flows, history of losses, or at early
stages of commercialisation. In this second group, which are essen-
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.

GroupA
Stockswith existing positive cash flows or closeto producing postive cash
flows.

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

Lighten CMPis10% > 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 is relative less risky than other biotech stocks.
Speculative Buy —ClassB

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

Pharmaceuticals, Peplin

Corporate Subscribers: Phylogica, Neuren Pharmaceuticals, Pharmaxis, NeuroDiscovery, PrimaBiomed, Biotech Capital,
Cygenics, Cytopia, Biodiem, Peptech, Starpharma Holdings, Cogstate, X ceed Biotechnology, Incitive, Optiscan Imaging, Bionom-
ics, ChemGenex Pharmaceuticals, Medical Therapies, Circadian Technologies, BiotaHoldings, Stem Cell Sciences, Halcygen

Disclaimer:

Analysis Pty Ltd.

at less than $100 are not disclosed.

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 genera 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

The Directors and/or associates declare interests in the following ASX Healthcare and Biotechnology sector securities: ACL, ACR, BDM, BLS, BOS, BTA, CGS, CYT, CXS, EGX,
LCT, MBP, NEU, OIL, PAB, PER, PGL, PTD, PXS, SHC, SPL, SLT, TIS,UBI. These interests can change at any time and are not additional recommendations. Holdingsin stocks valued
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