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Bio-Rad Labs Up 26% On Mad-Cow Case

DOW JONES NEWSWIRES

   By Daniel Rosenberg
   Of DOW JONES NEWSWIRES

CHICAGO -- Shares of Bio-Rad Laboratories (BIO) rose 30% Wednesday thanks to reaction to the 
report of Mad Cow disease possibly making its first appearance in the U.S.

Bio-Rad is the market leading provider of tests for bovine spongiform encephalopathy, or BSE, 
commonly known as Mad-Cow Disease. On Tuesday, the U.S. government said a Holstein cow from the 
state of Washington was tested as "presumptive positive" for BSE.

Although it may be too soon to say if BSE has officially landed in the U.S., investors and analysts 
scooped up shares of Bio-Rad, hoping the company could benefit if BSE is a reality here.

"If widespread testing is mandated and adopted by the U.S. and/or Canada, we believe BIO is well 
positioned to capture a large portion of this market," said analyst Aaron Geist, of Baird, in a note to 
investors Wednesday.

Bio-Rad's test was the first approved by the U.S. Department of Agriculture for Chronic Wasting 
Disease, or CWD. This disease for deer and elk is analogous to BSE in cattle.
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"To the best of our knowledge, no other major BSE test provider has a USDA-approved test," Geist 
wrote. "We believe BIO has a strong relationship with the USDA which will prove invaluable in 
discussions surrounding BSE testing in the U.S."
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The company's Platelia BSE test detects the presence of resistant form of protein prion, or PrPres, linked 
to Mad Cow Disease, according to its web site. A spokeswoman for Bio-Rad wasn't immediately 
available for comment.

Recently, shares were up 29.8%, or $14.82, to $64.60 on volume of 567,300 compared with average 
daily volume of 103,000.

.

Geist, the only analyst who covers Bio-Rad, said if this turns out to be an isolated case of BSE, Bio-Rad 
could see an additional $7 million in sales and about three cents to four cents in incremental earnings per 
share.

The Baird analyst based this estimate on a scenario in which the USDA decides to test about 700,000 
cattle a year for BSE, up from 20,000 now, and assumed 100% market share for Bio-Rad.

He raised his rating to outperform from neutral, saying the BSE case could represent a significant 
incremental growth opportunity for the company, based in Hercules, Calif. He now has a price target of 
$73, up from $54.

In Canada, which experienced two BSE cases but decided widespread testing wasn't warranted, tests of 
cattle for the disease are expected to rise to 65,000 from 3,000 a year, Geist said. That's significantly less 
than the 10 million to 11 million tested each year in Europe and 1.5 million to two million tested each 
year in Japan.

"We believe the political situation in the U.S. is very different than in Canada," Geist wrote. "We 
believe Canadian authorities were encouraged not to adopt widespread testing. We believe in the current 
situation, the public in the U.S. may be more vocal and may push regulatory to adopt widespread testing 
protocols."

He currently anticipates 2004 EPS for BIO at $3.35, based on increased pricing pressure for BSE testing 
in European markets and lower operating margins. He didn't adjust his estimate Wednesday, waiting for 
more information on the possible scope and magnitude of U.S. testing.

In an extreme scenario, officials could find additional cases of BSE and the U.S. could adopt a Japanese 
strategy of testing all cattle for human consumption.

"We think this scenario is highly unlikely," Geist wrote.

However, if all U.S. and Canadian cattle get tested, this would represent a $400 million opportunity, 
assuming 100% market share for Bio-Rad, Geist wrote. This could add about $2.50 to annual EPS.

If the U.S. and Canada adopt 25% testing and Bio-Rad captured 60% of the market, it could see $60 
million to $70 million revenue and an incremental 30 cents to 35 cents in annual EPS, Geist wrote.
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"We believe it is important to reiterate that the news is very preliminary and that the above estimates 
show potential scenarios," he wrote.

Geist doesn't own shares of Bio-Rad, but there is an investment banking relationship.

BSE is caused by abnormal proteins, called prions, that accumulate in the brain and cause fatal damage. 
BSE is related to other transmissible spongiform encephalopathies including CWD in deer and 
Cruetzfeldt-Jakob disease in humans.

BSE was first reported in the U.K. in the 1980s and 3.7 million head of cattle were destroyed. BSE has 
also appeared in other European countries, Japan and Canada.

-By Daniel Rosenberg, Dow Jones Newswires; 312-750-4118; daniel.rosenberg@dowjones.com
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