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Online Information

As more investment information
becomes available over the internet,
both retail and professional investors are
now rating the internet and email highly
as critical information sources.

Corporate websites are also assuming
greater importance as they provide
information not previously available to
investors.

The charts on this page illustrate how
the internet rates as an information
source with retail and professional
investors in the US and what they look
for in corporate websites.

Winning Websites

Recent awards for investor relations
websites have identified the following
characteristics for commendation:

— awell-designed home page with
clear links to all facets of the business

— clear directives on company strategy
and outlook

— placement of the company within its
industry sector

— links to a broad range of related
information sites

— up to date information relating to
share price, recent announcements
and current issues facing the company

— photos, spreadsheets and charts to
detail a company’s position in its
market

— virtual tours of company operations.

Overall, award judges were looking for

websites that give investors a better

understanding of how a company operates

and performs.

Webcasting

By early 2001, 3000 US companies were
using webcasts for company
announcements, up from 500 companies
ayear ago.

Leading webcast companies in the US
agree that the real target for webcasts are
analysts, fund mangers and brokers who
are following numerous companies and do
not have time to go and visit each one.

While this technology makes it possible
for information to be broadcast to a
potentially large audience, the real
challenge is to make sure the audience
knows when to listen to get the
information it wants.

Directing Valuation

One US company that has taken an
alternative approach to having investors
understand the value of its business is
Tredegar Corporation, a medical
technology company.

The company’s complex structure had
led the board to believe its business
was undervalued and not understood.

To solve this problem, the directors
included in the 1999 annual report a
section providing information about
valuation.

The section gives details about each
individual business including
competitive positions, core strengths,
growth strategies and primary risks.

A worksheet at the end of the report
enables readers to tally up business unit
valuations to reach their own estimate of
a fair share price, which they can
compare with the market value.

A reader response survey showed 90 per
cent of respondents felt the report
enhanced their understanding of the
business and 80 per cent said the report
was better than others.

Tredegar’s 1999 and 2000 annual reports
can be seen at www.tredegar.com



Biotech — What an Analyst Looks For

With biotech stocks increasing in popularity, Westbrook
Communications’ David Reid caught up with JP Morgan’s
Wayne Gentle to discuss what analysts look for in biotech.

David Reid (left) and Wayne Gentle

Wayne Gentle has been an analyst with
JP Morgan for nine years and for the past
three, Wayne's world has been biotech
and healthcare stocks.

Q Why would you recommend
investment in a biotechnology stock?

A There is definitely a market for this
type of investment but the important
point is it has a place in an investment
portfolio and should not comprise an
entire portfolio.

Q How do you make money out of a
biotechnology stock?

A You make money by getting in early
enough that you participate in the upside
of a successful product but you have to
balance that against the risk of failure
which in this sector is very high.

Q What criteria do you apply when
choosing biotechnology stocks?

A My approach is to look at industry
benchmarks in terms of failure rates, how
many drugs are in portfolio, the stage
they are at and the likely "news flow"
which will have an influence on prices.

Checkpoints include:

management. How experienced is

management in conducting clinical

trials and its track record in
commercialising other products?

— scientific advisory panels. It is
important to know if leading industry
figures from the area of therapy being
targeted are involved.

— intellectual property. How innovative
is the idea and how well is it patent
protected?

— potential markets. They must be
global and large to attract investor
interest even at early stage.

— competitive advantage. How many
other players are there? How
advanced are they?

— sound business plan. Management
must be strong scientifically but
have a good head for business so
that a drug can be commercialised
if it reaches that point.

— project mix. Companies with a
number of projects in varying stages
of development are an attractive
investment proposition. A company

like Novogen Limited is a good
example in that it is lower risk
because it has products already in
the market place but has the
advantage of blue sky with early
stage development of new products
in the development pipeline. Another
positive angle is the fact that a
number of products derive from

the same technology platform and
if one works there is a cascading
impact on the value of other drugs
in the portfolio.

Q How can you recommend a stock
when you know it may never show a
profit like a conventional business?

A The basic approach | take is to look at
the market the company is targeting, look
at the size of that market and make some
broad assumptions about what a drug
might earn and make a judgement about
how long it may take to get to market.

[ then risk weight those cash flows,
depending on what stage the process
has reached, usually by a very high rate
of discounting.

News flow is another factor to consider
when making investment recommendations.
If the company does have an impressive
market but is in a period of no news, it is
unlikely that company will generate
support for its share price.

Overlaying all this of course is the mood
of the market.

Q Onthe issue of news flow, the market
demands it, yet the media is suspicious of
too much news. What is the balance?

A Itisavery fine line and the market
will read a lot into news releases from
small cap companies because that is
essentially the only thing that will
drive value.

Q Can you profile for me the sort of
retail investor suited to a biotechnology
play?

A Generally, biotechnology suits those
who have had some investment
experience, definitely not for the faint
hearted in terms of share price gyrations
and the high risk nature of the sector.

Secondly, it is not a place for retirement
funds or late stage superannuation
money. It is good for long term investors




who want an element of blue sky in their
portfolios but understand risk and can
mitigate it through understanding the
checkpoints | have outlined.

I regard a 10 per cent exposure as
reasonable, even more than sufficient, a
20 per cent exposure as quite aggressive.

The health care index is about three per
cent of the total market. If you take out
the top half dozen companies which make
up 90 per cent of the index, you are
looking at a very small component of the
market overall. So even a 10 per cent
weighting is quite heavy when considered
in the context of the whole market.

Q Are there still worthwhile returns

for retail investors if they invest in
biotechnology through pooled or managed
funds?

A Ithink this is an excellent strategy for
retail investors. The problem for most
retail investors looking at biotechnology
stocks is a lack of access to information
that a broker or analyst would have.

Listed trusts are also worthwhile.

Q What is the state of the biotechnology
sector in Australia at the moment?

A I think we have gone through a stage
where it has received a lot of publicity.

It was confused a little bit with the
internet run. Notwithstanding, Australia
has great biotechnology intellectual
property and | think the mapping of the
human genome was just a signal that
biotechnology was becoming a more
important part of investment opportunities
and that will continue to be the case. It
will become more important for retail and
institutional investors but it still has its
place in the overall mix. In future, there
will be less get rich quick and more
emphasis on quality.

Q Can biotechnology also be a long
term "play"?

A Definitely. Getting in early does
maximise returns but the odds of failure
vary at each stage of the development
process in biotechnology.

Wayne Gentle is Healthcare Anyalyst Research,
JP Morgan

Afull transcript of this interview can be seen on
www.westbrookfin.com.au
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Facts and Figures

— Supporting a well established link
between share price and good
reputation, a recent US survey
identified eight key components of
corporate reputation:

1. Innovativeness

2. Quality of Management

3. Employee Talent

4. Financial Soundness

5. Use of Corporate Governance
6. Long-term Investment Value
7. Social Responsibility

8. Quality of Products/Services

—  Even though brand power is on the
rise, 78 per cent of analysts and 72
per cent of companies in London say
there is not enough information on
key brands

www.westbrookfin.com.au

Westbrook Communications’ web site has been established as an
information centre for ASX and NSX listed companies and our clients.

The site provides stock exchange announcements and corporate
profiles, accessible free of charge by the media, investors and the

investment community.

.

52 per cent of adult Australians are
now shareowners, either indirectly
or directly, with 40 per cent of adults
being direct shareowners, and half
of these have not traded in the last
12 months

Male investors trade 45 per cent
more often than their female
counterparts but their annual risk-
adjusted net returns are 1.4 per cent
less than those earned by women

50 per cent of Australian companies
deviated from basic accounting
procedures in the preparation of their
1999 financial reports — in 50 per cent
of these cases auditors or directors
asked for explanations

One in three executives catch up on

sleep during meetings — and nearly

90 per cent admit to daydreaming

while attending meetings

Meetings consume 20 per cent of the

working day in Australia and cost

$21 billion a year in time and wages

Executives in the US and UK attend

more than three times the number of

meetings of Australian executives

— Australian listed companies are 25
per cent owned by retail investors,
up from 15 per cent four years ago

— 59 per cent of people assume a
company is "probably guilty" if it is
being sued, and 69 per cent believe
that a "no comment" approach to the
media confirms guilt

i)

Westbrookcommunications

Westbrook communications specialises
in financial public relations and investor
relations.

International affiliates include
London, New York and Hong Kong

Contact lan Westbrook, Cherry Dinh,
David Reid, John Burke or Rebecca Hall
if you would like to discuss our activities
further.

Westhrook Communications
23 Hunter Street
Sydney NSW 2000

Telephone 61 2 9231 0922
Facsimile 612 9231 0131
info@westbrookfin.com.au



