In this edition...

Wilson HTM held its 6th annual life
science conferencein Sydney thisweek,
showcasing 12 of the sector’ sleading
companies.

Themesto emerge from the conference
included the near term prospects for
revenues for anumber of companies, as
well as a strategy that factors in manufac-
turing as akey element in value creation
and control.

Overall, the conference highlighted the
significant opportunities that will occur,
(if not already occurring) for investors
with an exposure to well structured
biotech companies.

The Editors

CompaniesCovered: ACL,ACR, BTA,
CXD, CXS, CST, HXL, MSB, PXS,
QRX, SPL, UBI

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 (May '07 - May '08) -36%

Year 8 (May '08 - May '09) -7.3%

Year 9 (May '09 - Current) 63.0%
Cumulative Gain 217%
Av Annual Gain (9 yrs) 20.1%

Bioshares is published by Blake Industry &
Market Analysis Pty Ltd.

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) 9329 3350

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 333 (16 October 2009)
ISSN 1443-850X

Copyright 2009 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

16 October 2009
Edition 333

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

Extract from Bioshares —
Wilson HTM Life Sciences Conference Report

Wilson HTM held its 6th annua life sciences conference this week in Sydney. The
conference aimsto showcase the twelve best listed life science companiesin Australiain
the one day with analyst interviews with each company. For the second year in row, the
mood at this event was distinctly positive, with a genuine level of heightened anticipa
tion and growing confidence towards the Australian biotech sector.

Mesoblast —Multiple Products, Multiple Opportunities

Mesoblast is devel oping products from adult stem cells, which are harvested from bone
marrow. From a population of 1:100,000 cells, the stem cells areisolated and are highly
expandible and immunogenic. The company can produce 10 billion adult stem cellsfrom
abatch of onemillioninitia cellswithin six weeks.

Mesoblast founder, Silviu Itescu, said the company can produce products with different
concentrations and formulations, delivering multiple productsfor different partnerswith
distinct pricing points. With these products, Itescu said the technology would be treated
morelikeadeviceand likely require only single pivotal Phaselll trialsto get to market.

One new application for which the company has recently generated positive preclinical
results, is in intervertebral disc damage, which is a precursor before spinal fusion is
required. The preclinical studies have shown outstanding complete reversal of destruc-
tion pathology in large animal studies according to Itescu. Thisis avery large market,
with around 20% of the population with some type of intervertebral disc damage, ten
timeslarger than the spinal fusion market. A adult stem cell treatment could sell for $5000
- $7000 per treatment. For the knee osteoarthritis program, the company islikely to partner
out earlier.

The products being developed by Angioblast are more in sync with pharmaceutical
products said Itescu. The current Phasell heart failuretrial (in 60 patients) isexpected to
befinishedinthefirst quarter of 2010. Frominitial resultsin patientswho were extremely
ill with lessthan 30% heart blood € ection fraction, a50% improvement was seen in some
patients within only three months.

In the non-union long bonerepair trial, an adolescent who had beenin acar accident with
no bone repair after six months, was healed in just 12 weeks with the Mesoblast adult
stem cells.

Manufacturing Theme

One theme emerging from the conference was that of companies seeking to maintain
manufacturing control of their products. Theseinclude Chemgenex, Univer sal Biosensor s,
Pharmaxis, Cellestis, CathRx and Acr ux. Itescu said Mesoblast can also maintain fu-
ture manufacturing of its stem cell products, with significant potential profit from that
alone.
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On a comparison with competitor Osiris Therapeutics, Itescu
said Mesoblast's cells were 100% homogeneous based on a supe-
rior purification process. M esoblast has sufficient cash at hand to
completeits current Phase |l programs.

(Mesoblast is capitalised at $149 million. It had $15.6 millionin
cash asof June, and made anet lossof $12.3 millionin FY 2009.)
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How Bioshares Rates Stocks Group B

For the purpose of valuation, Bioshares divides biotech stocksinto Stocks without near term positive cash flows, history of losses, or at
two categories. Thefirst group are sockswith exigting positivecash flows ~ early stages commercialisation.

or closeto producing postive cash flows. The second group are stocks

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

stages of commercialisation. In this second group, which are essen- These stocks will have more than one technology, product or

tially speculative propositions, Bioshares grades them according to investment in development, with perhaps those same technologies

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

of risk within those stocks. presence of aliances, partnerships and scientific advisory boards,
indicate the stock isrelative less risky than other biotech stocks.

Group A Speculative Buy — Class B

Stockswith existing positive cash flows or close to producing positive cash 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 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, Bionomics,
ChemGenex Pharmaceuticals, Circadian Technologies, BiotaHoldings, Hal cygen Pharmaceuticals, Peplin, BioM D, Impedimed,
QRxPharma, Patrys, Labtech Systems, Hexima, Tyrian Diagnostics, Mesoblast, Atcor Medical, CathRx
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