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The weakening Australian dollar is
good news for exporters that write
contractsin US dollars. Currency
gains have boosted the half-year
performance of several companies
including Cogstate, Atcor Medical
and Sirtex. Thereis now agroup of
healthcare companies that are shining
alight through dark and difficult
times as a number of cash dependent
biotech companies appear to be on
the verge of collapse. Yet evenin
these times, quality companies can
raise money with Impedimed closing a
$2 million placement on Friday and
Bionomics successful in having a set
of options underwritten.
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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%
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Delivering independent investment research to investors on Australian
biotech, pharma and healthcare companies.

Exract from Bioshares —

Cogstate Reports Impressive Maiden Profit for
First Half

Cogstate has built its business around a cognitive testing program and service used by
pharmaceutical and biotech companiesin clinical trials. The product isprimarily used in
measuring changes in cognitive function in central nervous system disorders, with a
particular expertisein the areas of Alzheimer's disease and Schizophrenia.

Cogstate has posted its most impressive quarter to date. The company generated net
operating cash flow of $905,000. Salesfor thefirst half were $3.8 million, up 136% over the
pcp. Thecompany isforecasting anet profit after tax of between $1.2 million - $1.3 million.
The 12 months trailing revenue for the company is $6 million. Based on this half year
profit guidance, the company is currently trading on aPE of 7.5 (applying acorporate tax
rate of 30% although the company has $6.9 million in un-recouped income tax losses).

Thelower Australian dollar is aso having a significant positive effect on Cogstate, with
sales contracts written in US dollars. Cogstate's business is now dominated by larger
Phase Il and Phase I1I trials. The first half result includes only afew smaller contracts
conducted with the company's strategic alliance partner, United Biosource Corporation.

As Cogstate builds its business, the degree of continuity in its revenue streams im-
proves. The company's larger contracts extend for between two to three years, providing
ongoing sales revenue and receipts over that period. The level of repeat businessis also
steadily increasing with the major pharmaceutical groups. Cogstate's partnership with
UBC positions the company to confidently bid for very large contracts without the need
to make large additions to staff.

At theend of last year, the company had $2.8 millionin cash and $1.2 million in debtors,
with al trade debts expected to be collected. If the steady progress continues over the
next 12 months, the company will bein aposition to expand its cognitive testing platform
using its excess funds, into areas such as at-home Alzheimer's disease assessment via
the Internet.

CGS: 19 cents

Cash position (31/12/08)
Market capitalization
Bioshares recommendation

$2.8 million
$12 million
Speculative Buy Class A
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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 pogtive cash flows
or closeto 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.

Group A
Stockswith exigting positive cash flows or close to producing positive cash
flows.

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

Speculative Buy — Class A

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

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

in several key areas. For example, their cash position isweak, or

Buy CMPis20% < Fair Value management or board may need strengthening.

Accumulate CMPis10% < Fair Value Speculative Buy —Class C

Hold Value = CMP These stocks generally have one product in development and lack
Lighten CMPis 10% > Fair Value many external validation features.

Sell CMPis20% > Fair Value Speculative Hold —ClassA or B or C

(CMP—Current Market Price) Sl

Corporate Subscribers: Phylogica, Pharmaxis, Cytopia, Arana Therapeutics, StarpharmaHoldings, Cogstate, X ceed
Biotechnol ogy, Optiscan Imaging, Bionomics, ChemGenex Pharmaceuticals, Circadian Technologies, BiotaHoldings, Stem Cell
Sciences, Hal cygen Pharmaceuticals, Peplin, BioM D, Impedimed, QRxPharma, Patrys, L abtech Systems, Hexima, Tyrian Diagnos-
tics, Mesoblast, Atcor Medical

Disclaimer:

Information contained in this newsletter is not a complete analysis of every material fact respecting any company, industry or security. The opinions and estimates herein expressed
represent the current judgement of the publisher and are subject to change. Blake Industry and Market Analysis Pty Ltd (BIMA) and any of their associates, officers or staff may have
interests in securities referred to herein  (Corporations Law s.849). Details contained herein have been prepared for 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 Analysis Pty Ltd. The
Directors and/or associates declare interests in the following ASX Healthcare and Biotechnology sector securities: AAH, ACL, ACR, BLS, BTA, CGS, CST, 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. Holdings in stocks valued at less than $100
are not disclosed.
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