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Plasmaselect AG, based in Munich, Germany, is a specialist in the production
and distribution of generic injectables, infusion and rinsing solutions, with a
goal to become a European leader in healthcare products and services.

On 31 July, Plasmaselect published Q2/07 results which came in weaker than
Q2/06 results.  Nevertheless, overall Q2/07 figures showed a slight
improvement compared with Q1/07, suggesting that we may still see a
stronger H2/07. Group revenues declined 9.5% y-o-y to €16.2m. EBIT also
declined 43.5% y-0-y to €0.7m from €1.2m in Q2/06. The company posted a
net loss of €0.2m, compared with a net profit of €1.1m in Q2/06.

Plasmaselect’s problem child continues to be its infusion and rinsing
solutions unit, where sales declined 12.7% y-o0-y to €7.2m. Price pressure
continues to burden this business significantly. The operating margin was
still weak at -7.5% (Q1/07: -7.8%; Q2/06: -3.7%). Cost-cutting measures
taken by management to bring margins back to profitability have proved
unsuccessful for yet another quarter. We believe management is now under
strong pressure to either radically restructure production sites or to conduct a
partial or total sale of its infusion and rinsing solutions business.

Sales in the generics unit declined slightly by 3.3% y-0-y due to strong
competition in Germany. According to IMS, the German generics market
declined by some 16% in Q1 and the weakness continued into Q2. This
explains the almost flat sales performance of Plasmaselect’s generics
business. The company expects to accelerate growth with the expansion of
newly licensed and acquired products. The unit’s operating margin remained
strong at 25.5% (Q2/06: 24.6%).

Q2/07 results published on 31 July were, on the whole, slightly weaker than
we expected, primarily due to the delayed introduction of new generic
products. Weakness of the company’s infusion and rinsing solutions business
continues to significantly erode Plasmaselect’s margins. We therefore
believe the company will take radical restructuring measures soon, which
may include a partial or total sale of this loss-making business.

We anticipate quarterly results to progressively improve from Q3/07
onwards, boosted by the launch of new generic products. In addition,
speculation over a potential disposal of the infusions and rinsing solutions
business could contribute positively to market sentiment and stabilise the
share price. Importantly, such a transaction would unlock substantial value
embedded in the company’s generics business. In our view, Plasmaselect is
fairly wvalued at current levels.  We therefore reiterate our Hold
recommendation and €2.20 price target.

Main risks to our price target include development, marketing and intellectual
property risks, as well as changes in the legal environment and corporate
governance concerns.

RATING: Hold
PRICE TARGET: €2.20
RISK RATING: High
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Market capitalisation (01.08.07) €33.84m
Shares outstanding 16.92m
Closing price (01.08.07) €2.00
52-week range €1.69/3.67
Free float (according to Deutsche Bérse) 61%
Average daily share volume (year) 54,819
Jan-06 Ap}-oe Ju;-OB Oc;-OG Jan‘-07 Ap‘r-07 Ju;-07

Source: Bloomberg & First Berlin
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04/05 05/06 06/07E 07/08E

Revenue €m 69.05 69.44 7222 7711
Yr/Yr growth 14.6% 0.6% 40%  6.8%
Operating profit €m 3.15 3.68 4.62 5.73
Operating margin 4.6% 5.3% 6.4%  7.4%
Net income €m 4.64 1.14 2.19 2.88
EPS € 0.29 0.07 0.14 0.18
P/E 6.9 28.6 143 111
Liquid assets €1.29m
Current assets €45.40m
Intangible assets €46.06m
Total assets €129.55m
Current liabilities €28.27Tm
Total shareholders’ equity €66.38m
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Report Date of Previous day Recommen- Price Interim % change

No.: publication closing price dation target high to high
Initial Report 28 January 2005 €4.30 Strong Buy €8.00 - -
2...10 1 l ! ! ! !

11 6 November 2006 €2.25 Hold €2.50 €2.78 23.6%

12 5 April 2007 €2.04 Hold €2.20 €2.33 14.2%

13 3 May 2007 €2.17 Hold €2.20 €2.50 15.2%
14 Today €2.00 Hold €2.20 - -

Source: Bloomberg & First Berlin
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In an effort to assure the independence of First Berlin research neither analysts nor the company itself trade or own securities in subject
companies. In addition, analysts’ compensation is not directly linked to specific financial transactions, trading revenue or asset management
fees. Analysts are compensated on a broad range of benchmarks. Furthermore, First Berlin receives no compensation from subject
companies in relation to the costs of producing this report.

1, Christian Orquera, certify that the views expressed in this report accurately reflect my personal and professional views about the subject
company; and | certify that my compensation is not directly linked to any specific financial transaction including trading revenue or asset
management fees; neither is it directly or indirectly related to the specific recommendation or views contained in this research. In addition, |
possess no shares in the subject company.

First Berlin’s investment rating system includes an investment recommendation and a risk rating. Our recommendations, which are a
function of our expectation of total return (forecast price appreciation and dividend yield) in the year specified, are as follows:

BUY: Expected return greater than 15%
HOLD: Expected return between 0% and 15%
SELL: Expected negative return

Our risk ratings are Low, Medium, High and Speculative and are determined by ten factors: corporate governance, quality of earnings,
management strength, balance sheet and financing risk, competitive position, standard of financial disclosure, regulatory and political
uncertainty, company size, free float and other company specific risks. These risk factors are incorporated into our valuation models and are
therefore reflected in our price targets. Our models are available upon request to First Berlin clients.

Up until 30 June 2005, First Berlin’s investment rating system was five tiered and was a function of our expectation of return (forecast price
appreciation and dividend yield) over the specified year. Our investment ratings were as follows: STRONG BUY: expected return greater
than 20%, BUY: expected return greater than 10%, HOLD: fairly valued, REDUCE: expected return between -10% and 0%, SELL:
expected return to depreciate by more than 15%. In addition, we had a SPECULATIVE BUY recommendation for stocks which we
projected had the potential to give a return of 50% or more but which we also expected to be exceptionally volatile (movement up or down
of 50% or more). Our risk ratings were Low, Medium, High and Speculative and were a reflection of expected price volatility, the strength
of the balance sheet and the predictability of earnings.

This report is not constructed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer
would be illegal. We are not soliciting any action based upon this material. This material is for the general information of clients of First
Berlin. It does not take into account the particular investment objectives, financial situation or needs of individual clients. Before acting on
any advice or recommendation in this material, a client should consider whether it is suitable for their particular circumstances and, if
necessary, seek professional advice. The material is based upon information that we consider reliable, but we do not represent that it is
accurate or complete, and it should be relied upon as such. Opinions expressed are our current opinions as of the date appearing on this
material only; such opinions are subject to change without notice.

Copyright © 2007 First Berlin Equity Research GmbH. All rights reserved. No part of this material may be copied, photocopied or
duplicated in any form by any means or redistributed without First Berlin’s prior written consent. The research is not for distribution in the
USA or Canada. When quoting please cite First Berlin as the source. Additional information is available upon request.



