Extract from

In this edition...

We take a look at the performance of
the biotech sector last year. 2005 was a
very good year for biotech companies in
Australia although surprisingly not so
good for biotech investors. A record
amount of money was invested into the
sector and there were 14 new listings.
Although there were strong gains in
some leading stocks, for 75% of them,
returns were poor to dreadful. Careful
stock picking selection has become more
important and biotech companies need
to provide clarity and a point of differ-
ence to garner investor attention.

The editors

Companies covered: CCE, CGS, NDL,
PYC

Bioshares Portfolio
Year 1 21.2%
Year 2 -9.4%
Year 3 70.0%
Year 4 -16.3%
Year 5 (to date) 55.1%
Cumulative Gain 143.0%
Average Annual Gain 24.1%
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Delivering independent investment research to investors on Australian
biotech, pharma and healthcare companies.

Cogstate (CGS: 14.5 cents)
Cogstate released its Quarterly 4C
cashflow report this week and it indi-
cates the company is tracking very well. | $2;
Receipts from customers for the last | gkl
quarter were $393,000, down from the H“\ N
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Tracking well

Cogstate Share Price History

previous quarter when receipts of : \1‘ M‘f\""“‘/‘\«/w
$610,000 were received. However in the | s ,Vl-'t,
first two weeks of this year, the company 006

has received a further $874,000 in pay-
ments from customers. For the year to | s ‘ ‘ ‘ ‘ ‘ ‘
date, receipts from customers exceed TG M My® WS Se® Nv® n®
$1.8 million and may pass $3 million for

the full financial year, which would translate to an increase of more than 240% over
the previous year.

Cogstate should be in a position this year to be crossing over to a cashflow positive
position although its revenue stream will vary from month to month depending on
new contracts negotiated. The company has reduced its staff costs per quarter by
$250,000 to $500,000, which includes the addition of new sales staff to the UK and
US, by streamlining its management team and ceasing its drug development work.
Cogstate has $2.3 million in cash and is capitalised at $5.6 million.
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How Bioshares Rates Stocks Group B

For the purpose of val uation, Biosharesdivideshiotech stocksintotwo ~ Stockswithout near term positive cash flows, history of losses, or at

categories. Thefirst group arestockswith existing positivecash flowsor early stagescommercialisation.

closeto producing positivecashflows. The second group are stocks

without near term positive cash flows, history of losses, or at early Speculative Buy — Class A

stages of commercialisation. Inthissecond group, which areessentially ~ Thesestockswill have more than one technol ogy, product or invest-

specul ative propositions, Bioshares gradesthem according to relative ment in development, with perhapsthose sametechnol ogies offering

risk within that group, to better reflect the very large spread of risk multiple opportunities. These features, coupled to the presence of

within those stocks. aliances, partnershipsand scientific advisory boards, indicate the stock
isrelativelessrisky than other biotech stocks.

Group A Speculative Buy — Class B

Stockswith exigting positivecashflowsor dloseto producing positivecash These stocks may have morethan one product or opportunity, and may

flows. even be closeto market. However, they arelikely to belackingin
severa 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 devel opment and lack many

Lighten CMPis10% > Fair Value external validation features.

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

(CMP—Current Market Price) Sell

Corporate Subscribers: Phylogica, Neuren Pharmaceuticals, Pharmaxis, NeuroDiscovery, Prima Biomed, Biotech
Capital, Cygenics, Psivida, Cytopia, Biodiem, Peptech
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Information contained in this newsletter is not a complete analysis of every material fact respecting any company, industry or security. The opinions and estimates herein expressed
represent the current judgement of the publisher and are subject to change. Blake Industry and Market Analysis Pty Ltd (BIMA) and any of their associates, officers or staff may
have interests in securities referred to herein (Corporations Law s.849). Details contained herein have been prepared for general circulation and do not have regard to any person’s
or company’s investment objectives, financia 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.

TheDirectorsand/or associates declareinterestsin thefollowing ASX Healthcare and Biotechnol ogy sector securities: ACL, ACR, AGX, AVX, BOS, BTC, CCE, CGS, CYT, IMI, GRO,
OIL, PEP, PXS, SPL, SLT. These interests 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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