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The past few years have been disappointing for healthcare investors.
However, in an environment where there is undoubted potential for
earnings disappointment, the sector now offers relatively attractive
and stable earnings growth. Meanwhile valuations have fallen to multi-
year lows, a feature that is likely to encourage further M&A activity.
Performance relative to the benchmark has begun to gain traction this
year and we expect further outperformance in coming months as risk
appetite wanes. BUY.

Final Results — year to 31 March 2010: The NAYV total return was modestly
ahead of the benchmark, and relative returns have gained further traction in
subsequent months. There was a significant increase in the revenue return
and consequently the dividend was increased from 5p to 8.5p. Arguably the
key development was the passage of the US healthcare reform bill which
removed a lot of uncertainty that had acted as a drag on the healthcare
sector since February 2009.

Valuations at extremely depressed levels (see page 2): After peaking in
1998 and 2000 respectively, the pharmaceutical and biotech sectors have
undergone a brutal multi-year de-rating. Consequently, valuations now look
attractive, both on an absolute basis and relative to the broader market.

Proposed change to investment policy/company name: The company
will shortly seek approval to broaden the investment universe to include
companies in the healthcare equipment and technology sectors and also
companies that provide healthcare and related services. The benchmark will
be changed to the MSCI World Healthcare Index. Approval is also sought for
a change in name to the Worldwide Healthcare Trust.

Company struggling to defend discount target level: Since the beginning
of 2007, the company has bought back 25m shares, equivalent to 44% of
the number of shares at the start of the period. However, the average
discount in the past year is 7.8%, much wider than the 6% discount target.

Skin in the game: Earlier this year, we began to incorporate details of
Director’'s remuneration and investment in our research. It is encouraging to
see Sam Isaly’s investment along with a couple of his colleagues, although
the personal holding of some Directors is disappointing.

Keep an eye on the canaries in the coalmine (see page 6): The ongoing
collapse in the ECRI Leading Indicators and the Baltic Dry Index would
suggest that economic growth is about to disappoint. Indeed we expect the
V-shaped recovery that is currently priced in by equities to prove as illusive
as an Emile Heskey hat-trick in the World Cup Final. As we see further
evidence of this slowdown over the coming months, we expect risk assets to
materially underperform. Finsbury Worldwide is a constituent of our model
portfolio whose defensive characteristics reflect our expectations of weak
equity markets.

This document contains independent Investment Research. Please see the
disclosures on the back page of this document for further information.

Market stats at cob 23 June 2010

Price 644p
Discount 8.5%
Dividend Yield 1.3%

Effective equity exposure (% of NAV) 106%

Market capitalisation

£277m
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Skin in the game

2010

Director (appointed) Fee Investment
Martin Smith (2007) £35,000 £13,148
Josephine Dixon (2004) £25,000 £19,722
Paul Gaunt (1995) £22,000 £0
Prof D Geddes (‘'95)  £22,000 £277,752
Dr D Holbrook (2007) £22,000 £0
Sam Isaly (1995) £22,000 £2.34m

Anthony Townsend (1995) £22,000

Contact

£123,493

Alan Brierley

+44 (0) 20 7523 8091
ABrierley@collinsstewart.com
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Independent thinking

Valuations

The de-rating of the S&P Biotech and S&P Pharma sectors

Healthcare vs S&P — PE relative
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Investment portfolio

Key investment themes

Emerging Biotechs
16.4%

Big Pharma
Major Biotechs 38.2%

13.4%

Structured Finance

9.8% Generic/Speciality
, . Pharma
Tools/Diagnostics ~ Diversified 17 4%
2.4% Healthcare
2.4%

Source: Company data

Big Pharmaceutical (38%) — Bristol Myers Squibb, Pfizer, Novartis
m  Contrarian value plays

m  High dividend yields

m  Extremely selective to avoid looming patent expirations

Generic/Speciality Pharmaceutical (17%) — Allergan, Sawai, Towa, Warner Chilcott,
Hospira, Watson Pharmaceutical

m  >$120m of US branded drugs lose exclusivity by 2015

m  Several quality branded names trade at rock-bottom valuations

m  Secular growth story in Japan, catalysed by fiscal pressures and regulatory changes

Emerging Biotech (16%) — Dendreon, Vertex, Human Genome Sciences, Momenta Pharma
m  Continuing source of innovation and high R&D productivity

= Rampant M&A potential as Big Pharma tries to acquire biotech products and expertise

m  Valuations at low end of historical range

Major Biotech (13%) — Amgen, Genzyme, Celgene
m  PEG Ratio of nearly 1, close to lowest levels in history

m  High growth rates, in some cases accelerating further

m  Low political and reimbursement risk

m  Few patent expiration issues

Structured Finance (10%) — Vertex, Incyte, Endo Pharmaceuticals
m  Basket of diversified companies with attractive equity like returns with debt protection
m  Exposure to improvements in the credit market

Tools/Diagnostics (2%) - lllumina
m  High growth opportunities
m  Faster development times and lower regulatory hurdles than drugs

Diversified Healthcare (2%) — Sinopharm
m Diversified away from specific products risks
m Taking advantage of accelerating growth in Chinese healthcare
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Geographic exposure Size breakdown
Far East
11.0%
Europe Srgil;;)ps
19.6%
North Largecaps
America 65.5%
69.4%
Source: Company data Source: Company data

Top 10 holdings at 31 May 2010

Region %
Johnson & Johnson North America 7.1
Pfizer North America 51
Merck North America 5.0
Novartis Europe 4.8
Bristol-Myers Squibb North America 4.6
Roche Europe 3.9
Shire Europe 3.8
Dendreon North America 3.3
Sawai Far East 3.2
Genzyme North America 3.0
Sub-total 43.8

Source: Company data
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Independent thinking

Performance

FWP Net Asset Value vs Datastream World Pharma & Biotech index (total returns)

130

125

120

11s

110

105 ]

100

o5

Q0

2001 2002 Z003 2004 2005 2006 2007 2008 2009

Source: Thomson Financial Datastream

MSCI World Healthcare vs MSCI World (total return)
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Independent thinking

The canaries in the coalmine

ECRI Leading Indicator Baltic Dry Index
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This document is Investment Research. A copy of our conflicts of interest policy for our independent Investment Research is available on our website. Please note that the individuals who prepared this document may
also be involved in the preparation of Non-independent Research.
This document has been issued by CSEL for information purposes only and does not constitute investment advice and is not to be construed as a solicitation or an offer to purchase or sell investments or related
financial instruments. This document has no regard for the specific investment objectives, financial situation or needs of any specific person or entity. CSEL and/or connected persons may, from time to time, have
positions in, make a market in and/or effect transactions in any investment or related investment mentioned herein and may provide financial services to the issuers of such investments. We have put in place
appropriate procedures, systems and controls to identify, prevent (where this is possible) and manage conflicts of interest. In order to manage and prevent conflicts of interest, CSEL maintains effective organisational
and administrative arrangements including a system of Chinese Walls (information barriers that are used to restrict access to confidential information) to ensure that conflicts are properly managed.
The information contained herein is based on materials and sources that we believe to be reliable, however, CSEL makes no representation or warranty, either express or implied, in relation to the accuracy,
completeness or reliability of the information contained herein. All opinions and estimates included in this document constitute a judgement as at the date of this document and are subject to change without notice.
CSEL is under no obligation to update the information contained herein. None of CSEL, its affiliates or employees shall have any liability whatsoever for any loss (including indirect or consequential loss) or damage
arising from any use of this document (except to the extent that any such liability cannot be excluded by an applicable law).
CSEL may have issued other reports or documents that are inconsistent with and reach different conclusions from, the information contained in this document. Those reports or documents reflect the different
assumptions, views and analytical methods of the analysts who prepared them.
The investments discussed in this document may not be suitable for all investors. Investors should make their own investment decisions based upon their own financial objectives and financial resources and, if in any
doubt, should seek advice from an independent investment advisor. Past performance is not necessarily a guide to future performance and an investor may not get back the amount originally invested. Where
investment is made in currencies other than the investor's base currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change.
The following notices additionally applies to the recipients in the following countries identified below:
For United Kingdom:
This document is only intended to be distributed to:
. Existing Professional Clients and Eligible Counterparties of CSEL (as defined in the FSA rules); and
e Other persons who are not clients of CSEL who have expressed interest in receiving it who are professional investors meeting the criteria described below.
Together, the “Intended Recipients”. This document should not be distributed to Retail Clients. If an Intended Recipient who receives this research sends or discloses it to a Retail Client for whatever reason, they
should take appropriate steps to explain that the Retail Client should not rely upon this research and that it should not be seen as an impartial assessment of the companies and investments it refers to.
Where you are an existing client of CSEL, you are a Professional Client or Eligible Counterparty. Notwithstanding this you acknowledge that this research does not constitute investment advice, nor shall CSEL be
responsible to you in this regard.
Where you are not an existing client of CSEL, you acknowledge that CSEL is not acting for you and will not be responsible to you for providing the client protections required by the FSA. Further, where you are not an
existing client, this note is being made available only to, and is directed only at persons having professional experience in matters relating to investments, those persons being “investment professionals” as defined in
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended); and any other persons to whom this document for the purpose of section 21 of the Financial Services and
Markets Acts 2000 can otherwise lawfully be communicated.
CSEL makes a market in Finsbury Worldwide Pharmaceutical.
Distributed in the UK by CSEL. CSEL is authorised and regulated by the Financial Services Authority, which has its principal place of business at 25 The North Colonnade, London, E14 5HS and is a member of the
London Stock Exchange.
For the United States: This document is intended for distribution in the United States to qualified institutional investors only. Collins Stewart Inc. (CSI) is a wholly owned subsidiary of CSEL, Collins Stewart LLC
(CSTI), a division of CSl, is a registered broker-dealer with the U.S. Securities and Exchange Commission and is a member of FINRA. U.S. persons seeking more information about any of the securities discussed in
this document or wishing to execute a transaction in these securities, should contact Collins Stewart Inc. at Collins Stewart LLC (CSTI), 350 Madison Avenue, 10th Floor, New York, NY 10017 (Intl. Securities Tel No.
2126529000, U.S. Securities Tel. No. 2125849111). Investment products provided by or through CSI /CSTI or CSEL are not FDIC insured, may lose value and are not guaranteed by CSI /CSTI or CSEL. Investing in
non-US securities may entail certain risks. The securities of non-US issuers may not be registered with or subject to SEC documenting and other requirements. The information available about non-US companies may
be limited, and non-US companies are generally not subject to the same uniform auditing and documenting standards as U.S. companies. Fluctuations in the values of national currencies, as well as the potential for
governmental restrictions on currency movements, can significantly erode principal and investment returns. Market rules, conventions and practices may differ from U.S. markets, adding to transaction costs or causing
delays in the purchase or sale of securities. Securities of some non-US companies may not be as liquid as securities of comparable U.S. companies.
This report has been entirely prepared by foreign research analysts, as defined in FINRA Rule 1050(f)(1). The following affiliates of Collins Stewart LLC prepared this report: CSEL. The following foreign research
analysts contributed to this report: please refer to front page for the name of analyst and his/her contact information. The foreign research analysts who have contributed to this report are not registered and qualified as
research analysts with FINRA. These foreign research analysts are not associated persons of Collins Stewart LLC and therefore are not subject to FINRA Rule 2711 restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst account.
This report is for information purposes only, and the information herein is obtained from sources that we believe to be reliable, but its accuracy and completeness, and that of the opinions based thereon, are not
guaranteed. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Further, this report is not intended as an offer or solicitation to buy or sell any securities or
related instruments. The investments discussed or recommended in this report may not be suitable for the specific investment objectives, financial situation or needs of the reader, and should not be relied upon
without consultation with an investment professional. Opinions expressed in this report are subject to change without notice. Collins Stewart LLC accepts no liability whatsoever for any loss or damage of any kind
arising out of the use of any part, or all, of this report. This report is for distribution only under such circumstances as may be permitted by applicable law, and may not be reproduced or distributed in any form without
the specific consent of Collins Stewart LLC. Redistribution of this, via the Internet or otherwise, report without permission is specifically prohibited, and Collins Stewart LLC accepts no liability for the actions of third
parties in this regard.
From time to time, Collins Stewart LLC or its employees may have a long or short position in the securities of company/ies discussed herein and, at any time, may make purchases and/or sales as principal or agent.
The research analysts principally responsible for the preparation of CSEL research have received compensation based upon various factors, including quality of research, investor client feedback, stock picking,
competitive factors, firm revenues and overall investment banking revenues.
For Jersey, Guernsey and Isle of Man: This document is sent to you by Collins Stewart (Cl) Limited ("CSCI") for information purposes and is not to be construed as a solicitation or an offer to purchase or sell
investments or related financial instruments. This document has been produced by our parent company CSEL for circulation to its private clients, institutional clients and also CSCI. Its contents have been approved by
CSCl and we are providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client agreement, CSCI's current terms of business and the other
disclosures and disclaimers contained within this document. If you are in any doubt, you should consult your financial adviser.
Al rights reserved. Any part of this work covered by copyright may be reproduced or copied in any form or by any means provided that a full attribution is given. Quest™, CITN™, Companies in the News™, SCITN™,
Smaller Companies in the News™, CFROC™, marketAngle™, portfolioAngle™ and triAngle™ are all trademarks of Collins Stewart Europe Limited. E&OE. © Collins Stewart Europe Limited.
CSCl is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle of Man Financial Supervision Commission. CSCl is registered in Guernsey and
is a wholly owned subsidiary of CSEL.
For Singapore: This document is provided by CSEL through Collins Stewart Pte Ltd (“CSPL") pursuant to Regulation 32C of the Financial Advisers Regulations. CSPL is exempt from holding a financial adviser's
licence under section 23(1)(d) of the Financial Advisers Act (Cap. 110 of Singapore) (the "FAA") by virtue of its being a holder of a capital markets services licence under the Securities and Futures Act (Cap. 289 of
Singapore) (the "SFA").
This document is only intended to be distributed to:

. Accredited investors as defined under Section 4A(1)(a) of the SFA; and

. Institutional investors as defined under Section 4A(1)(c) of the SFA.
This document should not be distributed to investors other than those listed above. No part of this document may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior
written consent of CSEL and CSPL.
Whilst we have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or completeness, and you
should not act on it without first independently verifying its contents.
The recipient of this analysis or report should contact Collins Stewart Pte Limited in respect of any matters arising from, or in connection with, this analysis or report. Please contact the Compliance Officer at Collins
Stewart Pte Limited, 77 Robinson Road, #21-02 Singapore 068896, Tel: +65 6854 6154.
THIS DOCUMENT IS CONFIDENTIAL AND IS SOLELY FOR USE OF THE INTENDED RECIPIENTS. NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE DISTRIBUTED IN ANY JURISDICTION
OUTSIDE THE UK WHERE ITS DISTRIBUTION MAY BE RESTRICTED BY LAW. PERSONS WHO RECEIVE THIS DOCUMENT SHOULD MAKE THEMSELVES AWARE OF AND ADHERE TO ANY SUCH
RESTRICTIONS.

Disclosure. Prices of securities mentioned are as at close of business on 23 June 2010 unless indicated otherwise.

Fundamental Research Recommendations issued by Collins Stewart Europe Limited in Q2 2010

Recommendations Buys Sells Hold/Neutral
Percentage of Total 62% 6% 32%
Percentage of which in Corporate Client stocks 12% 0% 4%
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