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TECHNOLOG.Y 

BIOTECHNOLOGY INVESTMENTS' LATEST REPORT HIGHLIGHTS AN IMPRESSIVE PORTFOLIO 
• 
.. 

Blue chip genes promise high returns· 
BY DAVID FISHLOCK, SCIENCE EDITOR 

" OUR INTENTION is In seek 
a much hl~hcr than a\'cr~i;e 
return on the unquoted . part of 
your portfolio within a lhree tn 

r 
seven.year time·scale," Lord 
Rothschild say:. in lhe second 

i annual report of Bioted1nology 
Inves tments. Il ls r~port su;:
gests that f t is making ::ood 
progress-Indeed, It rcAds like 
a catalogue or the " b lue l'hip " I end or the speclrum of new bio

' technology compunles which 
have bl0550med In the pa.st f~ 
;years. 

Increase 
'Vlth two-th irds or the 

$6lm fur.d now invested, 
al most equally In quoted a.n d 
unquoted biotechnolo~ com
pani es, It Is showing a 25 per 
cent increase in net asset value 
per sha re on the year. and 
35 per cen t O\'er two years. 

Biotechnology l n\'estments. 
set up on the Initiative of Lord 
Rothschild. as an olTshont or 
N . 1'1. Rotllsrhlld Asset Manage· 
ment. now has a por1 follo or 31 
loveslments, hoth big and very 
small . All unquo1ed companies 
must still meet lb<' s trk t 
criteria laid clown by lhe 
~!rectors. Lord Rothschild sum
marlsns the live r ules as 
follows: 
• lt must employ not only 
sclenl!s ts o f h iAh calibre but 
also first-rate business mana
gers, so that 1he team ls 
"rPady and ab le to establish ·a 
successfu l venture.'' 
• lts business pl~n should 
clearly define Its rcsc3 rch and 
product arc.is. and con ta in l>olh 
a market analysis and a realistic 
assessmen t of the co mpe tition. 
• Its pol l0 n tlal ro1e or return 
must be In li ne with the risk 
being taken. 
• It mu~t h a1·e a sponsor to act 
a.s lead inveslor and to accept 
rt'sp onsibi lily for the ven ture. 
(A llhough the fund iL•clf has 
been known to act In t hi.s role. ) 
• The company muM have 
p lans for rclcas1n ~ lhc iln·cst
ment, normally through a public 
m are ls.ue. 

I n the yea r cndtn~ May 31, 
the fund ree1'lved 82 investment 
p roposals. of which 57 came 
from t he U.S .. compared with 
16 Crom Bricaln. three from 
I srael aod one apiOC'I' from 
Belcium, Canada, Finland, 

~'ranc~. \ Vest Germany 
lreland. 

Of these, it chose three U.S. 
companies ln wltich to invest: 

and British biotechnolo;:y Invest
ments. In I.he past J.ord n oths
child has been fort hright in 
expressing dis<ippoint ment with 
lhe cali br~ of companies coming 
forward with inves trnenl pro
posa Is. Othe r London fi nance 
houses have suggested tha l they 
see the need for a 1nore crentivc 
approach in Bt itain. to produce 
packages appropri~te t.o n s llu
allon,. rather than· passively 
judge a propo~a l as Biotech
nology lnvestments has tended 

Catalytica, where the Slm in
ves!¢ will go mainly to support 
t he use of eniymes in petro
chemica l processes: CW 
Ventur es, a fund which inves ts 
in health care; and lmmunex, a 
com pany with close Jinks to 
llotl'man-La Hoc he and · hi~ll 
hopes or leading the Held with 
a treatment for AIDS· (auto· 
immune deficiency synd·rome ) . 

Change 
By lhis summer thP sct>ne 

had chansed clramatlcaliy. No 
!ewer than lour of the fund 's 
inves tments have gone pub lic, 

·1n each case ad vantageousl y: 

to do in the UK. 
Du ri ng . the year t he fund 

made its firs t-ever investmen t in 
an i.: nquot<'d Brit ish cumpany. 
II is ulso its b1gge~ t lnve~ cmen t 
in tnls sec101'. The fund has 
£3.J m in Celllech, lhc l'Olllpany 
wilh an !nslde t rack to the 

Criteria 
Celltcl'h. to quote brokers 

Scrun~eou r, Kem p·Gec aod Co. 
last n1onth : "fullills the main 
cnteria necesary for mounung 
a successful opera llon in this 
fast-<1evelop1n~. h1gllly·Cechni
cal, field. The ma.r.1<1~ement 

Amg1•n, Appli ed Biosystems. 
lnre.!?l'at<>d Cenetlcs and 
I mmune:< (S('e table ). Mr l>a\'id 
Leathers. inves rim-nt manaeer, 
says That the fund bas no lnien
tton or sellin11 com panies which 
go public. but will still con I 1nue 
to apply t he five rules hy wl11ch 
they Judged the original invest· 
ment . Even so. he admits that 
t he fund it d.id not expect so 
many of lts un ciuotP.d in1·est· 
mea ls to go pubhc so soon. team romp rises 001 h emlncnt 

Is scientists ~nd sound commrr· 
ot c1al/li nanc1a! managers ;ind the 

Anoche r dr~malic chani;e 
the view the fund taxes 

' I • - ,, .. • • • .. 
• .. 

BIOTECHNOLOGY INVESTMENTS: . 
UNQUOTED STOCKS 

- Equity 
inttrest 

Con1p.Jny % 
Advanced Mint-nl 

Country Businen 

T echnologi<t 25 U.S. Mlnln1/pollution 
Agrigcnetics 1.2 U.S. Seeds, etc. 
Amgent 1.6 U.S. Htalth can, tic. 
Applied Blo1y1tomst 7.4 U.S. tnstruments 
C;>t;ilytlca 10.4 U.S. Catalysis 
Cell tech 11.4 UK Health ore, o~c. 
CW Vent\Jrer ' • J.1 U.S. Bio-funds 
ONA Plant T echnolo1y l .8 U.S. Plant sci~nc• 
Gen~tic: Systems 2.S U.S. Htalth ure 
Ge"zyme • S.& U.S./ UI( Dl•1nortia 
lmmunext 

, 
&.7' . U.S. I Health C>110 

lntegrattd Ge"tticit ~.s U.S. H<ahh are 
Plant Genetics 9.1 U.5. Vegetable crops 
Queuo Systems 6.0 U.S. Labor.,ory 

. "1Uipmtftt 

' . 

ll•plleen ' 95• U.S. Health ""'• and 
aari-sc, tnce 

• Shortly to be i"creu ed. t Now public. 

Left: Lord Rothschlld- galh r.rlng to::ether a wide range of 
biotechnology Investments 

company is able not just t o 
make scien1ific discoveries bll:l. 
to scale-up, extract. pu rif}', and 
market i Is prod ucts . as evi· 
dcnced by ils firs t prct<luct, the 
ant i·int erre ron monclonal anti· 
body." 

The current posil ion, accord
ing to David ~a1hcrs. is that 
the fund is evalua ting ha tf·a· 
doien British potential invest
ments but has no new ones "on 
1 he front bu·rner" from t he 
U.S. It is, however, considering 
the investment of another 
Sim in Repligen, one or its 
fi rst investments, which now 
needs more cash lo help build 
a pilot fennentati<~n plant. 

Coy 
or rhe British p ri.spects. the 

fund is coy £or !he momen t. 
One that in terests them Is the 
A::iri<~il 111ral Gt>netics Company, 
s r t up this summer as a "coun
try t'ous1 n .. or Cclhcch. to try 
to expl1111 the plant genetics 
researt:h o r lhe Agricullural 
Reseal'ch Council. 

A~ Biotechnology fn,·estmen1s 
sec it, the nl'w company has 
been very mudl'Slly hu1ded by 
itJ three parmers - B ritish 
Technology Group, Adve!ll and 
Ultramar-at the outset. unlil 
tlle investors see the first busi· 

. ' 
ness plan. Then lhc pa rtncrs 
and other investors wil l be 
invited 10 plun i:e more heavily. 

Two or t he funds olde r U.S. 
i nveslmen ts. Genetic Systems 
and Applied Btosystems, have 
jus t announced a joint ven111 re 
in imunocli&llnostics. to develop 
two new d iagnostic sys1ems, one 
s imple and incxpcn~1vl! fo r 
docto;;>' surgeries: t ho llther 
automated for cll,.ia :ind hos. 
pita Is. 

These systems ore aimed al 
the diacgnosis of ba<:tcrial and 
viral in(ec1ions, chronic illness, 
and cancer. cardio·vascular and 
genetic disease . Hound a l Hot hs· 
chil'ds. thev see the move as an 
importunt ·one for bol.h com
panies. 

One fu rthC'r recent invest· 
ment which excilcs the• fu nd 
manager:; is t he S i m t hey 
have l'~unged on Genzyme, a 
U.S. com pany set up tu ~cquire 
\V ha tman 8 1ochen11ca1s in 
Britain. This company rna~e.s 
d iagnos tic enzymes. It ha.s 
since bought Koch·L1itht LJhora
tnrles. another ijrillsh company, 
making fine chemicals. 

Gt'nzyme plans to use these 
lwo UK companies as a b:i.sc for 
developing biotcchnolo:;y lnter
e:-.ts. B101echnolo_;ty l n \'cst
men ts s~ tlle company as vir· 
tually Brithh hu t dri,·en hy 
American entr prencurial l nlt1a· 
ti Vt!. 
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[TRANSCRIPTION] 

6 

TECHNOLOGY BIOTECHNOLOGY INVESTMENTS’ LATEST REPORT HIGHLIGHTS AN IMPRESSIVE 

PORTFOLIO  

Blue chip genes promise high returns 

BY DAVID FISHLOCK, SCIENCE EDITOR 

“OUR INTENTION is to seek a much higher than average return on the unquoted part of 

your portfolio within a three to seven-year time-scale," Lord Rothschild says in the 

second annual report of Biotechnology Investments. His report suggests that it is 

making good progress — indeed, it reads like a catalogue of the “blue chip” end of 

the spectrum of new biotechnology companies which have blossomed in the past few 

years.  

Increase 

With two-thirds of the $6lm fund now invested, almost equally in quoted and unquoted 

biotechnology companies, it is showing a 25 per cent increase in net asset value per 

share on the year, and 35 per cent over two years.  

Biotechnology Investments, set up on the initiative of Lord Rothschild, as an 

offshoot of N. M. Rothschild Asset Management. now has a portfolio of 31 investments, 

both big and very small. All unquoted companies must still meet the strict criteria 

laid down by the directors. Lord Rothschild summarises [sic] the five rules as 

follows:  

• It must employ not only scientists of high calibre but also first-rate business

managers. so that the team is ‘'ready and able to establish a successful venture." 

• Its business plan should clearly define its research and product areas, and contain

both a market analysis and a realistic assessment of the competition. 

• Its potential rate of return must be in line with the risk being taken.

• It must have a sponsor to act as lead investor and to accept responsibility for the

venture. (Although the fund itself has been known to act in this role.) 

• The company must have plans for releasing the investment. normally through a public

share issue. 

In the year ending May 31. the fund received $2 investment proposals, of which 57 

came from the U.S., compared with 16 from Britain, three from Israel and one apiece 

from Belgium, Canada. Finland, France. West Germany and Ireland.  

Of these, it chose three U.S. companies in which to invest: Catalytica. where the $lm 

invested will go mainly to support the use of enzymes in petrochemical processes; CW 

Ventures, a fund which invests in health care; and Immunex, a company with close 

links to Hoffman-La Roche and high hopes of leading the field with a Treatment for 

AIDS (autoimmune deficiency syndrome).  

Change 
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By this summer the scene had changed dramatically. No fewer than four of the fund's 

investments have gone public, in each case advantageously: Amgen, Applied Biosystems, 

Integrated Genetics and Immunex (see table). Mr David Leathers, investment manager, 

says that the fund has no intention of selling companies which go public, but will 

still continue to apply the five rules by which they judged the original investment 

Even so, he admits that the fund it did not expect so many of its unquoted 

investments to go public so soon.  

Another dramatic change is the view the fund takes of .British biotechnology 

investments. In the past Lord Rothschild has been forthright in expressing 

disappointment with the calibre [sic] of companies coming forward with investment 

proposals. Other London finance houses have suggested that they see the need for a 

more creative approach in Britain, to produce packages appropriate to a situation, 

rather than passively judge a proposal as Biotechnology Investments has tended to do 

in the UK.  

During the year the fund made its first-ever investment in an unquoted British 

company, it is also its biggest investment in this sector. The fund has £3.1 m in 

Cell tech, the company with an inside track to the [sic] 

Criteria 

Celltech, to quote brokers Scrimgeour, Kemp-Gee and Co. last month : “fulfills the 

main criteria necessary for mounting a successful operation in This fast-developing, 

highly-technical, field. The management team comprises both eminent scientists and 

sound commercial/financial managers and the company is able not just to make 

scientific discoveries but to scale-up, extract, purify, and market its products, as 

evidenced by its first product, the anti-interferon monclonal antibody." 

The current position, according to David Leathers, is that the fund is evaluating 

half-a-dozen British potential investments but has no new ones “on the front burner” 

from the U.S. If is, however, considering the investment of another $1m in Repligen, 

one of its first investments, which now needs more cash to help build a pilot 

fermentation plant. 

[SIDEBAR TABLE:] 

BIOTECHNOLOGY INVESTMENTS: 
UNQUOTED STOCKS 
Equity interest 

[COLUMN LABELS:] Company % Country Business 

Advanced Mineral Technologies 25 U.S. Mining/ pollution 
Agrigenetics 1.2 U.S. Seeds, etc.  
Amgen (New public) 1.6 U.S. Health care, etc. 
Applied Biosystems 7.4 U.S. Instruments 
Catalytica 10.4 U.S. Catalysis  
Celltech 11.4 UK Health care, etc.  
CW Ventures 3.1 U.S. Bio-funds  
DNA Plant Technology 3.8 U.S. Plant science  
Genetic Systems 2.5 U.S. Health care  
Genzyme 5.6 A U.S./UK Diagnostics  
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Immunex (New public) 6.7 U.S. Health care  
Integrated Genetics (New public) 4.5 U.S. Health care  
Plant Genetics 9.1 U.S. Vegetable crops  
Queue Systems 6.0 U.S. Laboratory equipment  
Repligen 9.5 (Shortly to be increased) Health care and agri-science 

Left [PHOTO OF LORD ROTHSCHILD LOOKING TO 

HIS LEFT AND POINTING HIS CIGARETTE-

HOLDING FINGERS AT SOMETHING IN A 

SCOLDING MANNER]: Lord Rothschild— 

gathering together a wide range of 

biotechnology investments 

Coy 

Of the British prospects, the fund is coy 

for the moment. One that interests them 

is the Agricultural Genetics Company, set 

up this summer as a “country cousin” of 

Celltech, to try to exploit the plant 

genetics research of the Agricultural 

Research Council.  

As Biotechnology Investments see it, the 

new company has been very modestly funded 

by its three partners — British Technology Group, Advent and Ultramar — at the outset 

until the investors see the first business plan. Then the partners and other 

investors will be invited to plunge more heavily.  

Two of the funds older U.S. investments. Genetic Systems and Applied Biosystems, have 

just announced a joint venture in immunodiagnostics [sic], to develop two new 

diagnostic systems, one simple and inexpensive for doctors’ surgeries; the other 

automated for clinics and hospitals.  

These systems are aimed at the diagnosis of bacterial and viral infections, chronic 

illness, and cancer, cardio-vascular and genetic disease. Round at Rothschilds, they 

see the move as an important one for both companies.  

One further recent investment which excites the fund managers is the $1m they have 

plunged on Genzyme, a U.S. company set up to acquire Whatman Biochemicals m Britain. 

This company makes diagnostic enzymes. It has since bought Koch-Light Laboratories, 

another British company making fine chemicals.  

Genzyme plans to use these two UK companies as a base for developing biotechnology 

interests. Biotechnology Investments see the company as virtually British but driven 

by American entrepreneurial initiative.  

Financial Times, Friday, September 9 1983 

Reproduced for educational purposes only. Fair Use relied upon. 
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